84TH CoNnGRESS } HOUSE OF REPRESENTATIVES { REportT 
2d Session No. 2500 





PROVIDING FOR THE CONFERRING OF AN AWARD TO 
BE KNOWN AS THE MEDAL FOR DISTINGUISHED 
CIVILIAN ACHIEVEMENT 





June 27, 1956.-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Barden, from the Committee on Education and Labor, submitted 
the following 


REPORT 


[To accompany H. R. 11923] 


The Committee on Education and Labor, to whom was referred 
the bili (H. R. 11923) to provide for the conferring of an award to be 
known as the Medal for Distinguished Civilian Service, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 11923, a bill to provide for the conferring of 
an award to be known as the Medal for Distinguished Civilian 
Achievement, is to establish a method whereby citizens of the United 
States can be honored for their outstanding accomplishments and 
contributions to the advancement of our civilization and of this 
country. It provides for the conferring of awards by the President 
or his representative to citizens who have achieved unusual and out- 
standing accomplishments in public affairs, social betterment, science, 
health and medicine, education, letters, arts, law, engineering, agri- 
culture, labor, industry and related fields to foster those cultural 
qualities essential to the development of a high civilization and 
conducive to the maintenance of peace, which are of paramount 
importance to humanity at all times. 
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NEED FOR THE LEGISLATION 


In the state of the Union a delivered to the Congress under 
date of January 6, 1955, the President recommended that— 


awards of merit be established whereby we can honor our 
fellow citizens who make great contributions to the advance- 
ment of our civilization and to this country. 


In his state of the Union message delivered in January 1956, the 
President again made the same recommendation. ‘The discovery 
and development of the polio vaccine by Dr. Salk stimulated through- 
out the country a desire to express the gratitude and appreciation of 
a grateful people, and brought forth the introduction into Congress 
of 12 bills designed to accomplish it. Practically all of the bills 
provided machinery for a definite method whereby this and other 
outstanding contributions could be recognized. 

Lag tg recorded history nations have awarded public recogni- 
tion to their citizens and have utilized distinctive awards to motivate 
effort and to reward outstanding achievement. In this country we 
have developed extensive national awards and honors for those citizens 
who distinguish themselves in the defense of their country while in 
military service. The Congressional Medal of Honor and other out- 
standing awards recognize the several degrees of bravery and sacrifice 
involved in heroic military action. In addition to these awards for 
distinguished military service the Federal Government has from time 
to time provided recognition of outstanding civilian accomplishments. 
However, such provision has not been made on a regular and con- 
sistent basis. Below is a compilation of the various existing statutes 
authorizing awards to civilians and a list of the various awards made 
by the Congress to individuals or groups since 1915, and a list of 
executive orders which authorize civilian awards: 


CIVILIAN AWARDS 


A. Civilian awards authorized by the Congress 


1. Young American Medal for Bravery (42 U. S. C. 1921 et seq.).—The De- 
partment of Justice is authcrized to promulgate rules and regulations for award- 
ing medal to persons 18 or under for showing courage, swift action, ete., in sav- 
ing a life that was in imminent danger of death (approved August 3, 1950). 

2. Young American Medal for Service (42 U. ¥ C. 1921 et seq.).—The De- 
partment of Justice is authorized to promulgate rules and regulations to award 
the medal for service to persons 18 or under who are outstanding in character 
and service (approved August 3, 1950). 

3. Medals of honor for lifesaving efforts in railroad disasters (45 U. S. C. 44 et 
seq.).—The President is authorized to bestow a medal upon any person who 
heroically saves or attempts to save lives in connecticn with railroad disasters, 
including preventing or endeavoring to prevent railroad disasters (approved 
February 23, 1905). 

4. Lifesaving Medals (perils of the sea)—(14 U. S. C. 500).—Secretary of the 
Treasury is authorized to award medal to any person, including member of Coast 
Guard, who rescues any other person from drowning, shipwreck, or other peril of 
19a" if such rescue is performed under certain conditions (approved August 4, 
1949). 

5. Medal for Merit (10 U. S. C. 1408 (2)).—The Medal for Merit may be 
awarded by the President to civilians of nations prosecuting the war under the 
joint declaration of the U. N. and of other friendly foreign nations who have 
distinguished themselves by exceptionally meritorious conduct in the performance 
of outstanding services since September 8, 1939. Awards made to civilians 
of foreign nations are limited to performance of exceptionally meritorious or 
courageous acts in furtherance of the war effort of the U. N. 
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Although there is no termination date for the award, Executive Order No. 
9637, as amended by Executive Order 9857A (relating to the Medal of Merit), 
provides that the Medal for Merit shall not be awarded for any service relat- 
er to bo prosecution of World War II performed subsequent to the cessation 
of hostilities. 

6. Airmail Flyers Medal (39 U. S. C. 830).—President is authorized to present 
medal, but not in name of Congress, to any airmail pilot who distinguished him- 
self in performance of his duties after May 15, 1918, or who after February 14, 
1931, distinguishes himself by heroic or extraordinary achievement while par- 
ticipating in such service (approved February 14, 1931). 

B. Civilian awards authorized by Congress to named individual or groups 

1. Private Law 536, 83d Congress, July 16, 1954.—Authorized the President 
to present a gold medal to Irving Berlin in recognition of his services in composing 
many patriotic songs. 

2. Medal for Humane Action (Public Law 178, July 20, 1949).—President 
is authorized to award medal to persons serving in or with the military for dis- 
tinguished service during the Berlin air lift. President to set dates during which 
services had to be rendered, 

3. Medal for Distinguished Public Service (Public Law 221, August 12, 1949).— 
Secretary of Treasury authorized to present medal to Alben Barkley for ‘‘dis- 
tinguished public service and outstanding contribution to the general welfare.” 

4. Medal for Service, Merchant Marine (Public Law 698, August 8, 1946).— 
United States Maritime Commission was authorized to award medals to officers 

crew members who served on a Maritime Commission or War Shipping 
vessel a month or more between September 7, 1941, and September 3, 1945, or 
who were entitled to a certificate or continuous service under Public Law 87, 
78th Congress. (That law was to provide reemployment rights for persons who 
left jobs to serve in the merchant marine.) 

5. Award of Merit (Public Law 112, July 2, 1945).—The Director of Selective 
Service authorized to award certificates and medals to those who served in the 
Selective Service without compensation, such as the local board members, boards 
of appeal, Government appeal agents, local board examining physicians and den- 
tists, medical advisory boards, and others. 

6. Antarctic Expedition 1939-41 Medals (Public Law 185, September 24, 1945).— 
Secretary of Navy authorized and directed to present medals to members of the 
United States Antarctic Expedition for their work in the field of polar explora- 
tion and science. 

7. Peary Polar Expedition, 1908-09 (Private Law 166, January 28, 1944).— 
Secre of Navy authorized to award medals to various named individuals 
who took part in the Peary Polar Expedition. 

8. The Navy Expeditionary Me (Private Law 128, July 22, 1941).—Au- 
thorized the Navy to issue the Navy Expeditionary Medal to certain maned 
Navy members and civilians for services in connection with the bombing of the 
United States vessel Panay on December 12, 1937. 

9. United States Maritime Service (Public Law 524, April 11, 1942)—Author- 
ized the United States Maritime Commission to award medals to persons in the 
American merchant marine who. on or after Sp amend 3, 1939, have distinguished 
themselves, or during the war distinguished themselves, by outstanding conduct 
or service in line of duty. 

10. Private Law 254, January 20, 1942.—Authorized the President to award 
medal to Roland Boucher, of Vermont, age 11, for rescuing 5 drowning children. 

11. Private Law 235, August 10, 1939.—Authorized the President to confer 
medal upon Rev. Francis X. Quinn who saved the lives of two persons who were 
in the custody of an armed desperado. 

12. Antarctic Expedition (S. J. Res. 209, June 2, 1936).—Secretary of Navy 
authorized to award medals to P egg of Byrd’s second Antarctic Pypednion. 

13. Byrd Expedition (H. J. Res. 327, May 23, 1930).—Secretary of Navy au- 
thorized to present medals to officers and men of Byrd Expedition. 

14. Congressional Medal of Honor (Public Law 1, December 14, 1927).—Au- 
thorized President to give the Medal of Honor to Col. Charles A. Lindbergh 1 of 
the United States Air Corps Reserve for flying the Atlantic Ocean. 


15. House Joint Resolution 243, May 29, 192°.— Authorized the Secretary of the 
Treasury to present a medal to mas A. Edisen in recognition of his 
achievements. 


1 Although this com does not contain awards . this is included for the 
Tusaikdeoling y Force Reserve, not as a ci 


of showing that Lind received an award as 
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16. The Polar Flights (Private Law 287, 70th Cong., May 29, 1928).—Author- 
ized the President to award medal to Lincoln Ellsworth for flying the polar flight 
in 1925 and the transpolar flight in 1926. Also authorized to give medal to R. 
Amundsen, of Norway, and to U. Nobile, of Italy, who accompanied Ellsworth. 

17. Public Law 251 (41 Stat. 977), June 6, 1920.—President authorized to 
award medal or tablets to city of Verdun, France, for America’s appreciation of 
the valor of its defenders. 

18. Merchant marine (Private Law 288, December 22, 1920).—Authorized 
President to award a medal of merit to persons in the merchant marine between 
April 6, 1917, and November 11, 1918. 


C. Civilian awards authorized by Executive order of President (based upon his 
authority as President and Commander in Chief of the Armed Forces) 

1. National Security Medal (Executive Order 10431).—Awarded to any person 
after December 7, 1941, without regard to nationality for distinguished achieve- 
ment or outstanding contribution in the field of intelligence relating to national 
security. 

2. Medal of Freedom (Executive Order 9586 as amended by Executive Order 
10336).—Awarded to any person who has performed meritorious act or service 
outside the continental United States which has aided the United States or any 
of its allies in the prosecution of a war against our enemies, or during any period 
of national emergency has furthered the interests of the security of the United 
States or its allies. 

3. Certificate of Merit (Executive Order 9734).—Awarded to civilians with 
meritorious service after December 7, 1941, and in the prosecution of World War 
II for which there was no other suitable recognition. 

There are various other statutes, provisions, and actions authorizing 
or conferring awards exclusively to military personnel or Government 
workers. The list of civilian awards indicates clearly the lack of an 
established Federal program whereby nonmilitary persons who have 
distinguished themselves by significant contributions to our country 
and to the advancement to civilization may receive appropriate 
national recognition. H. R. 11923 provides a continuing means of 
honoring citizens of distinction without the necessity of a special act 
of Congress in each specific case. 

H. R. 11923 was written in committee after careful consideration by 
the subcommittee of all bills, which contained provisions for awards 
for distinguished civilian achievements, pending before the committee 
which are as follows: H. R. 4698 (Mr. Thompson of New Jersey), 
H. R. 4893 (Mr. Reuss), H. R. 4913 (Mr. Burdick), H. R. 5040 (Mr. 
Thompson of New Jersey), H. R. 5697 (Mr. McConnell), H. R. 5698 
(Mr. Pacman’, H. R. 5699 (Mr. Frelinghuysen), H. R. 5724 (Mr. 
Roosevelt), H. R. 5755 (Mr. Thompson of New Jersey), H. R. 6777 
(Mr. Macdonald), H. R. 6874 (Mr. Thompson of New Jersey), H. R. 
7773 (Mr. Hiestand). 


PRINCIPAL PROVISIONS 


The principal provisions of H. R. 11923 are as follows: 

Section (1) states that the purpose of the Congress is to provide 
public recognition for outstanding accomplishments in a wide varietv 
of fields in order to foster those cultural qualities essential to the 
development of a high civilization conducive to the maintenance of 
peace and the sovereignty of the United States which are of paramount 
importance to humanity at all times. 

n the opinion of the committee there is a definite need for the establish- 
ment of permanent machinery whereby such recognition may be given 
after careful consideration of each achievement in relation to all others. 

Section (2) establishes a Medal for Distinguished Civilian Achieve- 
ment with accompanying appurtenances and devices which the Presi- 
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dent may award to citizens who have distinguished themselves by 
outstanding accomplishments in these various fields. 

Section (3) establishes a Medal for Distinguished Achievement 
Board to be composed of five members to be appointed by the President 
from among citizens of recognized competence in the various fields 
listed in the bill, and provides that— 

(a) Each member of the Board will hold office for a term of 5 years 
with the terms of the members first taking office expiring as follows: 
one at the close of the first calendar year which begins after the enact- 
ment of the bill, one at the close of the second such calendar year, and 
one at the close of the third such calendar year, and one at the close 
of the fourth such calendar year, and one at the close of the fifth such 
calendar year as designated by the President at the time of appoint- 
ment, 

(6) Any member of the Board appointed to fill a vacancy occurring 
prior to the expiration of the term for which his predecessor was 
appointed shall be appointed for the remainder of such term. 

(c) From time to time the President will designate a member of the 
Board to serve as its Chairman. 

(d) While attending meetings the members of the Board will be paid 
travel expenses including per diem in lieu of subsistence as authorized 
by law (5 U.S. C. 73b-—2) for persons in the Government service em- 
ployed intermittently. 

(e) Although the principal office of the Board will be in the District 
of Columbia the Board is authorized to hold hearings or conduct 
other proceedings at any place within the continental limits of the 
United States in the interest of minimizing expenses or delays or for 
the convenience of the public or the persons involved. 

It is the opinion of the committee that the members of the Board ap- 
pointed by the President will be men of outstanding character, competence, 
and vision who will not only be willing but consider it an honor to serve 
their country in this capacity without salary. 

Section (4) sets forth | the duties of the Board as follows: 

To recommend to the President citizens of the United States who 
in the judgment of the Board have made the most notable contribu- 
tions in any or all of the various fields listed in the bill. ‘The recom- 
mendation need not necessarily be made in the year that the con- 
tribution or outstanding accomplishment is made. The Board is 
directed in their consideration of potential candidates for the award 
to weigh carefully the relative merits of contributions in the public 
interest and welfare of great potential effect even though not yet 
widely acclaimed as well as those contributions already well known 
and appreciated. Citizens who are recommended to receive the 
award may include those who have been deceased during the previous 
25 years who shall be honored posthumously. All transactions in- 
cluding letters, notes, and minutes of meetings with respect of the 
selection of candidates are to be kept confidential. The Board is 
directed to select the design of the Medal for Distinguished Achieve- 
ments, its accompanying appurtenances and devices, and the design 
of a parchment liaetiel to accompany the medal, and may con- 
tract for the designing and making of the medal and the tcstimonial 
in whatever manner it deems advisable. 

The committee believes there should be wide latitude granted to the 
Board regarding the frequency and number of recommendations to be 
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made, In general, recommendations will be relatively few and in each 
case made only after the very careful study and evaluation of all factors 
involved, ineluding the evaluation of achievements which have not become 
widely acclaimed as well as those highly publicized and appreciated. 
The committee believes that consideration by the Board should be restricted 
to those achievements and contributions which have been made during 
the present or immediately preceding generation, and for this reason pro- 
vided that the awards be made Scag only to those deceased 
during the previous 25 years. Provision for the transactions of the 
Board regarding the selection of candidates to be kept confidential was 
made in order to prevent misinterpretations that might posxibly result in 
harmful publicity in connection with candidates or Board members. 

Section (5) provides that the chief administrative officer of the 
Board shall be the Secretary of Health, Education, and Welfare or 
anyone he may designate from within the Department. It also pro- 
vides for the assignment by the Secretary of such other personnel as 
may be necessary to perform the duties required by the Board. It 
further authorizes to be appropriated whatever sums as may be neces- 
sary to carry out the provisions of the act. 

It is the committee opinion that the administrative costs should be kept 
at a minimum and that the so-called housekeeping functions required 
could be absorbed by existing personnel within the Department of Health, 
Education, and Welfare. 

Section (6) provides that the President personally, or through a 
representative designated by him, shall confer the Medal for Dis- 
tinguished Civilian Achievement in a suitable ceremony and at the 
same time present to each person honored an engrossed parchment 
testimonial recording the conferral of the award and the accomplish- 
ment or contribution for which the award is made. In the case of 
posthumous awards the medal and testimonial are to be presented to 
a representative of the deceased person being honored to be designated 
by the Board. 

It is the thinking of the committee that an award of this ‘ype in order 
to carry the highest prestige and honor possible should be presented by 
the President of the United States. 


CONCLUSIONS 


The committee is convinced that this legislation is necessary in 
order to establish a regular and systematic method for evaluating the 
various outstanding achievements in a wide variety of fields that 
affect this Nation’s cultural development, and to recognize such 
achievement by the presentation of an award in an appropriate 
ceremony, without the necessity of a special act of Congress in each 
specific case. The committee believes enactment of this bill will 
foster and stimulate the development of cultural qualities essential to 
the attainment of a higher civilization, the maintenance of peace, 
and the strengthening of the sovereignty of the United States. 


O 
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PROVIDING FOR EXTENSION OF THE TIME DURING WHICH AN- 
NUAL ASSESSMENT WORK ON UNPATENTED MINING CLAIMS 
HELD IN CERTAIN PORTIONS OF THE UNITED STATES MAY BE 
MADE 





JuNE 27, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Enatr, from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 


(To accompany H. R. 10872.) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 10872) to provide for extension of the time 
during which annual assessment work on unpatented mining claims 
held in certain portions of the United States may be made, and for 
other purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill as caandbe do pass. 

The amendment is as follows: 

Page 1, lines 6, 7 and 8, strike out the words “‘in the existing lignite 
fields in northwestern South Dakota, southwestern North Dekote. 
northeastern Wyoming and southeastern Montana,’ and insert the 
words ‘‘validated under section 2 of the Act of August 11, 1955 
(Public Law 357, 84th Congress, 69 Stat. 679)’’. 

Amend the title so as to read: ‘“To provide for extension of the time 
during which annual assessment work on unpatented mining claims 
validated under Section 2 of the Act of August 11, 1955, may be made, 
and for other pu s.” 

The two amendments adopted were suggested by the Department 
of the Interior, and with the suggestions m3 the Department the com- 
mittee is in full accord. Under the provisions of the act of August 11, 
1955 (69 Stat. 679) assessment work on claims located subsequent 
to enactment of the act need not be performed prior to July 1, 1957, 
and the amendments are intended to make the extension of time apply 
specifically and solely to claims validated under section 2 of the 1955 
act, that is those that had been located upon prior to May 25, 1955. 
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HISTORICAL BACKGROUND OF THE ACT OF AUGUST 11, 1955 


This act of the 84th Congress, 1st Session, had as its purpose author- 
ity to permit the development of what were and are believed to be 
large amounts of uranium and possibly other source materials for 
atomic energy occurring in lignite deposits in the public lands of the 
United States which are subject to lease under the mineral leasing laws. 
This act was carefully drawn to bring it within the framework of the 
historical mining law of 1872, as amended, and to avoid adversely 
affecting the mineral leasing laws and the multiple purpose or surface 
use acts. It was endorsed by the Department of the Interior, the 
Atomic Energy Commission, and Budget Bureau. 

It provided for the opening up of specifically described lands to 
location and entry under the mining laws upon the discovery of a 
valuable source material, and set forth the rights, limitations, and 
restrictions that would apply to any such claims and patents. 

The act set up procedures for validation of any mining location 
based on the discovery of a valuable source material within a lignite 
deposit, and located in a manner prescribed under the mining laws 
of the United States, prior to May 25, 1955, and gave to such locator 
180 days after the effective date of the act to comply with all valida- 
tion requirements. 

LEGAL EFFECT 


This latter provision found in section 2 of the 1955 act, providing 
for the validation, made the validation effective as of the date of 
original location of claims located prior to May 25, 1955, and therefore 
the assessment work requirement on such validated claims started 
Prvisnge | as of July 1, 1955, despite the fact that the locator had 180 
days after the effective date of the act, August 11, 1955, to complete 
validation procedures. 


MISUNDERSTANDING ARISES 


Thereafter a misunderstanding arose as to when the requirement 
for assessment work started running as a result of an unfortunate 
exchange of correspondence between numerous locators and mining 
groups and the Bureau of Land Management. A telegram ambiguous 
in its wording from the Bureau of Land Management of the Depart- 
ment of the Interior to the secretary of a claimsholder association was 
unfortunately misconstrued to mean that assessment work on claims 
validated under section 2 of the 1955 act would not have to be made 
prior to July 1, 1957. It was not until the receipt of a letter from 
the Bureau of Land Management dated June 13, 1956, that this 
large group of cliamholders was informed by the Bureau of the proper 
construction of the act, and for this reason the committee has been 
advised by the Bureau of Land Management, “we offer no objection 
to the enactment of this bill H. R. 10872.” 


PURPOSE 


The purpose of H. R. 10872 is to provide that locators who validate 
their claims under section 2 of the 1955 act, and who were under- 
standably misled by the unfortunate wording of a telegram from the 
Bureau of Land Management may have until July 1, 1957 to complete 
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their first year of assessment work, rather than before July 1, 1956, 
as they undoubtedly would have done under ordinary circumstances. 


JUSTIFICATION FOK EXTENSION 


The committee has been hesitant to recommend any extension of 
time for the completion of assessment work on mining claims, and 
therefore wishes to make it clear that its present recommendation is 
not to be regarded as setting any precedent, being actuated solely 
by reason of the fact that the claimholders herein involved were misled 
as to what the law required of them by the unfortunate wording of a 
telegram from an official Government agency. 

In this connection attention is called to paragraph 5 of the report 
of the Department of the Interior on H. R. 10872, which reads: 


As a general proposition this Department does not favor a 
liberalization a the requirements for assessment work on 
mining claims. No one should be entitled to the possession 
of public lands under the provisions of the mining laws, if he 
does not actively prospect for and develop the minerals in 
those lands. There are, however, peculiar circumstances in 
relation to this bill which lead us to a contrary conclusion in 
this case. A telegram from the Bureau of Land Manage- 
ment of this Department to the secretary of a claimholders’ 
association was misconstrued to mean that assessment work 
on claims validated under section 2 of the 1955 act would not 
have to be made prior to July 1, 1957. It was not until the 
receipt of a letter from the Bureau dated June 13, 1956, that 
those claimholders were informed by the Bureau of the 
proper construction of the act. For this reason, we offer no 
objection to the enactment of this bill. 


It will be seen by the above quotation that the Department of the 
Interior shares the committee’s concern over liberalizing requirements 
for assessment work on mining claims. 


URGENT ACTION NEEDED 


This pending legislation must be enacted and signed into law prior 
to July 1, 1956, if locators affected, that is those who located their 
claims prior to May 25, 1955, and who relied upon the aforementioned 
Department telegram, are not to face the hazard of claim jumping 
and possible loss of their claims. It is earnestly urged that immediate 
action be taken. 

DEPARTMENTAL REPORTS 


The favorable reports of the Department of the Interior and the 
Bureau of the Budget are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., June 22, 1956. 
Hon. Cratr Enc, 


hairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 
Dear Mr. Enate: This is in reply to your request for the views of 
this Department on H. R. 10872, a bill to provide for extension of the 








4 ASSESSMENT WORK ON UNPATENTED MINING CLAIMS 


time during which annual assessment work on unpatented minin 
claims held in certain portions of the United States may be made, an 
for other purposes. ery 

We would have no objection to the enactment of this bill, if amended 
as suggested below. 

H. R. 10872 is a bill to provide that, with respect to unpatented 
mining claims in the existing lignite fields in northwestern South 
Dakota, southwestern North Dakota, northeastern Wyoming, and 
southeastern Montana, the time during which labor must be performed 
or improvements made pursuant to section 2324 of the Revised 
Statutes (30 U. S. C., sec. 28) for the period beginning July 1, 1955, is 
extended to noon on July 1, 1957. Tt is our belief that this bill is 
intended to deal with those claims to which reference is made in the 
act of August 11, 1955 (69 Stat. 679; 30 U. S. C., sees. 541-541i), 
which provides for entry and location, on discovery of a valuable 
source material, on public lands which are classified or known to be 
valuable for coal. 

Since the first annual period for the completion of assessment work 
on mining claims begins at noon on the first day of July following the 
date of location, assessment work on mining claims located pursuant 
to the act of August 11, 1955, would not have to be completed until 
noon on July 1, 1957. However, section 2 of the 1955 act provides 
for the validation, as of the date of original location, of claims located 
prior to May 25, 1955. Therefore, the assessment work on those 
validated claims must be made before July 1, 1956. 

As a general proposition this Department does not favor a liberal- 
ization of the requirements for assessment work on mining claims. 
No one should be entitled to the possession of public lands under the 
provisions of the mining laws, if he does not actively prospect for and 
develop the minerals in those lands. There are, Scearens peculiar 
circumstances in relation to this bill which lead us to a contrary con- 
clusion. A telegram from the Bureau of Land Management of this 
Department to the secretary of a claimholders’ association was 
misconstrued to mean that assessment work on claims validated under 
section 2 of the 1955 act would not have to be made prior to July 1, 
1957. It was not until the receipt of a letter from the Bureau, dated 
June 13, 1956, that those claimholders were informed by the Bureau 
of the proper construction of the act. For this reason, we offer no 
objection to the enactment of this bill. 

owever, if the bill should be enacted, we believe that it ought to 
be amended. As we have pointed out above, assessment work on 
claims located subsequent to the enactment of the act of August 11, 
1955, need not be performed prior to 12 o’clock meridian, July 1, 1957. 
The bill should, therefore, be made specifically applicable to claims 
validated under section 2 of the 1955 act.. Moreover, the scope of the 
1955 act is not limited to the areas described in the bill. Accordingly, 
we recommend that all of line 6 after “claim’’ and all of lines 7 and 8 
be deleted; in their stead should be inserted “‘validated under section 2 
of the act of August 11, 1955 (69 Stat. 679).” 

The Bureau of the Budget has advised that there is no objection 

to the submission of this report to your.committee. 
Sincerely yours, 
_ Westey A. D’Ewarr, 
Assistant Secretary of the Interior. 


wserm 
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Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington, D. C., June 26, 1956. 
Hon. Crain ENGiE, 


Chairman, Committee on Interior and Insular A ffairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: Reference is made to your request for 
the views of the Bureau of the Budget with respect to H. R. 10872, 
to provide for extension of the time during which annual assessment 
work on unpatented mining claims held in certain portions of the 
United States may be made, and for other purposes. 

It is our understanding that certain holders of mining claims in the 
areas described in the bill, through a misunderstanding, believed that 
they had until July 1, 1957, to complete the required assessment 
work on their claims, whereas the law provides that assessment work 
must be made before July 1, 1956. The circumstances surrounding 
this situation are described in the report to your committee by the 
Department of the Interior, which recommends that the bill be 
amended. 

If the bill is amended as recommended by the Department of the 
Interior, this Bureau would have no objection to its enactment. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 

Enactment of H. R. 10872 is recommended by the Committee on 

Interior and Insular Affairs. 


O 
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AUTHORIZING THE FEDERAL CIVIL DEFENSE ADMIN- 
ISTRATION TO PROCURE RADIOLOGICAL INSTRU- 
MENTS AND DETECTION DEVICES 
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Mr. Duruam, from the Committee on Armed Services, submitted the 
following 


REPORT 


{To accompany H, R. 5435] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5435) to amend further the Federal Civil Defense Act of 1950, 
as amended, to authorize the Federal Civil Defense Administration 
to procure radiological instruments and detection devices, and for 
other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to give permanent legislative authority 
to the Administrator of the Federal Civil Defense Administration 
to procure radiological instruments and detection devices and to 


distribute the same by loan and grant to the States for training and 
educational purposes. 


EXPLANATION OF THE BILL 


The problem of detection and measuring radioactive fallout from 
nuclear explosions has become a major concern in the civil defense of 
the Nation. In approaching a solution to it, it is evident that there 
must be full coordination of our civil defense resources at all levels of 
our Government. 

Any of the civil defense services—fire, police, rescue, welfare, 
warden, first aid—are likely to have to work in a contaminated area, 


and must have personnel trained and equipped to do the radiation 
monitoring. 
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The need for radiological defense is not restricted to the critical 
target area or even to the towns around them. With the possibility of 
fallout that could exist under a wide-scale attack, and under various 
weather conditions, every community in the United States must 
develop a radiological defense. This means training which can’t be 
done without instruments and, for this reason, insiruments are the 
key to the whole problem. 

There exists little proficiency in the evaluation of radiation hazards 
or in the operation of radiation instruments and the interpretation of 
their readings. At least 10 to 16 hours are required to train an instru- 
ment reader; 25 to 30 additional hours are required to train the radio- 
logical monitor who can interpret the instrument readings and recom- 
mend civil defense actions. 

The Civil Defense Administration sees the long-range solution to 
the training program to be in the school systems. It is believed that 
fe yes ota courses should include radiological defense subject 
matter and high-school science teachers should be capable of giving 
instruction in radiological monitoring. Therefore, the Civil Defense 
Administration proposes to stimulate the program of radiological 
education in the school systems by making available the equipment to 
high-school science departments, and cooperating with the Atomic 
Energy Commission and with the Office of Education of the Depart- 
ment of Health, Education, and Welfare in the development of train- 
ing programs to qualify the science teachers as instructors in radiologi- 
cal defense. 

Development of the long-range radiological defense program re- 
quires that such radioliniadl aecteulens be available for several years, 
and indicates the necessity for providing permanent authority to the 
FCDA Administrator for this purpose. 

The Independent Offices Appropriations Act for fiscal year 1956 
contained funds for this program: $3,910,000 has been allocated for 
the program, and of that sum, $2,640,000 of procurement contracts 
have been let, and orders have been placed for $857,000 of instruments. 
Orders are now being placed for the $412,000 remaining available for 
obligation from that appropriation. 


COST AND BUDGET DATA 


The cost of this program for fiscal year 1957 is estimated to be $5.3 
million, 


DEPARTMENT RECOMMENDATIONS 


The Civil Defense Administration strongly urges the enactment of 
this legislation, and the Bureau of the Budget interposes no objection. 
The Department letter follows: 


Freperat Civit Derense ADMINISTRATION, 


Battle Creek, Mich., August 29, 1956. 
Hon. Cart Vinson, 


Chairman, Committee on Armed Services, 
House of Representatives, 
Washington 25, D.C. 
Dear Mr. Cuatrman: This is in further reply to your request for 
a report on H. R. 5435, a bill to amend further the Federal Civil 
Defense Act of 1950, as amended, to authorize the Federal Civil 
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Defense Administration to procure radiological instruments and 
detection devices, and for other purposes. 

The _ se of the bill is to give permanent legislative authority 
to the eral Civil Defense Administrator to procure radiological 
instruments and detection devices under subsection 201 (h) of the 
Federal Civil Defense Act of 1950, as amended (64 Stat. 249), and 
to distribute the same by loan or grant to the States for training and 
educational ponmigess 

The problem of detecting and measuring radioactive fallout from 
nuclear explosions has become a major concern in the civil defense 
of this Nation. In approaching a solution to it, it is evident that 
there must be full coordination of our civil-defense resources at all 
levels of Government. Certain tasks can and must be done by the 
Federal Civil Defense Administration. Others must be te out 
at State and local levels. 

The Federal Government bas some meperey today to predict and 
detect patterns and intensity of radiological fallout. Current Federal 
capabilities are being tested and improved daily through the efforts 
of the Department of Defense, the Atomic Energy Commission, the 
Weather Bureau, and other branches of the Federal Government. 
The Federal Civil Defense Administration has sponsored the develop- 
ment of the basic types of detection instruments required for civil- 
defense operations. These efforts must be properly related and 
coordinated. 

The Federal Civil Defense Administration is working out an arrange- 
ment of delegating to the Department of Commerce (Weather 
Bureau) certain responsibilities in the field of radiological defense 
which would include the predicting of prevalent-wind patterns at 
different heights, and the probability of direction and intensity of 
radioactive fallout under given conditions. 

Under FCDA delegation No. 1, the Department of Health, Educa- 
tion, and Welfare will assume the responsibility for radiological 
defense training and other related aspects of a program designed to 
minimize the radiological effects of military weapons. 

The Federal Civil Defense Administration now has available some 
2,000 radiological detection instruments for training purposes. An 
additional 1,000 instruments for the detection of radioactive fallout 
will be available under the authority of subsection 201 (h) of Public 
Law 920, upon the acceptance of the instruments after tests now being 
conducted by the Bureau of Standards. 

No one believes that the mere purchase of instruments to detect 
fallout and the scattering of these instruments around the country is 
the answer to a program for effective radiological defense. It should 
be readily apparent that a nationwide radiological defense and moni- 
toring system is essential to an effective civil defense. A program 
of radiological defense must be established and operated under the 
guidance and coordination of the Federal Civil Defense Admin- 
istration in order to attain maximum efliciency. 

Such a pavarem should consist of the following elements: 

First: Maximum use should be made of the current capability 
within the Federal Government to develop standards for detection 
and metho«. of the detection of radiological fallout, and the related 
prediction problems connected with these standards. 

Second: An intensified training program for the detection and re- 
porting in operational terms of the presence of radioactive fallout and 
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its appropriate relationship to the civil defense of the Nation should 
be undertaken. The development of course content and the interpre- 
tation of technical data in terms that the operator of a detection 
device may understand should be done through the combined efforts 
of the AEC, Department of Defense, Weather Bureau, the Public 
Health Service, and any other Federal agency or public body having a 
capability within the field. 
hird: The training courses as they become available should be 
laced in the hands of the States with instruments upon which to train. 
he courses should consist of the actual instruments to be used, 
course materials, audiovisual aids, teacher outlines, and any other 
device which would accelerate the training at the local level. The 
courses should be graduated on several levels of instruction, geared to 
the student capability of the patriotic citizen volunteering spare time 
for the training to assimilate the training. 

The Federal Civil Defense Administration should be granted the 
authority at this time to distribute or donate to State and local 
civil-defense organizations the radiological detection devices for such 
a ode eee These instruments should be distributed as a part of a 
well-planned training program, such as that outlined herein, which 
takes advantage of presently established and easily controlled Federal 
channels. 

The purpose of the amendment is to permit the Administrator of 
the Federal Civil Defense Administration, under such terms and 
conditions as he may prescribe, to distribute or donate instruments 
procured under the authority of subsection 201 (h) to the States and 
local political subdivisions for civil-defense purposes. This distribu- 
tion would take place as a part of a well-planned training program to 
develop the capability of the civilian populace of the Nation to detect 
the presence of dangerous radioactive fallout and to take the proper 
defensive measures against this hazard. 

It is not anticipated that this authority will replace or eliminate 
the purchase by the States of radiological detection devices within 
their present civil-defense programs under the contributions authority 
of subsection 201 (i) of the Federal Civil Defense Act of 1950, as 
amended. The proposed amendment to subsection 201 (h) is intended 
to accelerate the training program on the State and local level in order 
that an immediate program may be undertaken to develop an oper- 
ational capability on the part of the local communities to detect and 
protect against radiological fallout. The proposed amendment will 
permit this immediate acceleration. It is expected that funds appro- 
priated under subsection 201 (h) for the purchase of radiological in- 
struments, as requested in FCDA’s fiscal year 1956 budget request, 
will be utilized for this training program, together with existing stock- 
om of roughly some 3,000 instruments either on hand or to be de- 
ivered shortly. 

In this connection, the committee may be interested, in its consider- 
ation of H. R. 5435, in the language of H. R. 5240 as passed by the 
House and the Senate and reported out of conference. H. R. 5240, 
an act making appropriations for sundry independent executive bu- 
reaus, boards, commissions, corporations, agencies, and offices, for the 
fiscal year ending June 30, 1956, and for other purposes, provides, 
under the “Emergency supplies and equipment” section of the bill: 
“and for procurement of radiological instruments and detection de- 
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vices by the Federal Civil Defense Administrator and for distribution 
of such instruments and devices to the several States, the District of 
Columbia, and the Territories and possessions of the United States, 
by loan or grant, for training and educational purposes, under such 
terms and conditions as the Administrator shall prescribe * * *”’ 

In this connection, budget estimates of the Federal Civil Defense 
Administration as submitted to the Congress contemplate approxi- 
mately $4 million of the aforementioned “Emergency supplies and 
equipment” portion of the appropriation being devoted to the pro- 
ph a and distribution of radiological instruments and detection 
devices. . 

The best estimates and information available to the Federal Civil 
Defense Administration at this time indicate the aforementioned 
$4 million procurement program in the field of radiological instruments 
and detection devices to be the maximum that present training 
capabilities can absorb. 

Accordingly, the Federal Civil Defense Administration supports 
and recommends that the committee favorably consider H. R. 5435 
and urgently recommends to the Congress that the proposed legisla- 
tion be enacted into law. 

Advice has been received from the bureau of the Budget that there 
would be no objection to the submission of this report. 

Sincerely, 


Va PETERSON. 
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CHANGES IN 


EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 


repealed by this legislation: 
EXISTING LAW 


Freperat Cryi Derense Act oF 
1950, as AMENDED, (64 Srar. 
249) 


Sec. 201 (h) procure by con- 
demnation or otherwise, construct, 
lease, transport, store, maintain, 
renovate, or distribute materials 
and facilities for civil defense, 
with the right to take immediate 

ssession thereof: Provided, That 
acilities acquired by purchase, 
donation, or other means of trans- 
fer may be occupied, used, and 
improved for the purposes of this 
Act, prior to the approval of title 
by the Attorney General as re- 
quired by section 355 of the Re- 
vised Statutes, as amended (40 
U. S. C. 255): Provided further, 
That the Administrator shal] re- 
port not less than quarterly to the 
Congress all property acquisitions 
made pursuant to this subsec- 
=" 


THE BILL 


That subsection 201 (h) of the 
Federal Civil Defense Act of 1950, 
as amended (64 Stat. 249), is 
further amended by adding the 
following proviso: “Provided fur- 
ther, That the Administrator is 
authorized to procure under this 
subsection radiological instru- 
ments and detection devices, and 
distribute the same by loan or 
grant to the States for training and 
educational purposes, under such 
terms and conditions as the Ad- 
ministrator shall prescribe.” 


O 
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PROVIDING FOR THE BURIAL IN THE MEMORIAL AMPHITHEATER 
OF THE NATIONAL CEMETERY AT ARLINGTON, VA., OF THE 
REMAINS OF AN UNKNOWN AMERICAN WHO LOST HIS LIFE 
WHILE SERVING OVERSEAS IN THE ARMED FORCES DURING 
THE KOREAN CONFLICT 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Sorvices, 
submitted the following 


REPORT 


(To accompany H. R. 8157] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8157) to provide for the burial in the Memorial Amphitheater 
of the national cemetery at Arlington, Va, of the remains of an 
unknown American who lost his life while serving overseas in the 
Armed Forces of the United States during the Korean conflict, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 1, line 8, following the comma after the word “ceremonies” 
insert the words ‘on Memonal Day, May 30, 1958,’’. 

On page 2, line 1, following the word “‘American”’ insert: 


in conjunction with the burial of the unknown American of 
the Second World War, as authorized by the Act of June 24, 
1946 (Public Law 429, 79th Congress) 


On page 2, line 4, strike the comma after the word ‘“‘War” insert a 
period and delete the balance of line 4 and all of line 5. 


PURPOSE OF THE BILL 


The purpose of H. R. 8157 is to authorize and direct the Secretary of 
Defense (1) to return to the United States the remains of an American 
who lost his life while serving overseas in the Armed Forces of the 
United States during the Korean conflict and whose identity has not 
been established, and (2) to provide for the burial with appropriate 
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ecremonies of this unknown American in the national cemetery at 
Arlington, Va., near or beside the remains of the Unknown Soldier 
of the First World War. 

Public Law 429, 79th Congress, provided for the return of a World 
War II unknown soldier. It was originally planned to inter the World 
War II unknown in Arlington Cemetery on Memorial Day, 1951. 
These plans were suspended after the outbreak of hostilities in Korea. 

If this bill becomes law it will be feasible to combine the return of 
the World War II unknown and the unknown of the Korean conflict. 


COMMITTEE AMENDMENTS 


The committee amendments provide a date certain for the inter- 
ment and appropriate memorial ceremonies for both the World War II 
and Korean unknown serviceman. The committee fixed the date 
for such ceremonies for Memorial Day, May 30, 1958. 


COST AND BUDGET DATA 


The estimated cost of the returning of both unknown servicemen, 
construction of two crypts for their entombment, necessary alteration 
of the area surrounding the existing Tomb of the Unknown Soldier 
and for ceremonies attending the actual burials, is $475,000. 


DEPARTMENT RECOMMENDATIONS 


The Department of Defense and the Bureau of the Budget favor 
enactment of the legislation as is indicated by the following letters: 


DEPARTMENT OF THE ARMY, 
Washington 25, D, C., May 25, 1956. 
Hon. Cart VINson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr CrarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H. R. 8157, 84th Congress, a bill to provide for the 
burial in the Memorial Amphitheater of the national cemetery at. 
Arlington, Va., of the remains of an unknown American who lost his 
life while serving overseas in the Armed Forces of the United States 
during the Korean conflict. The Secretary of Defense has delegated 
to the Department. of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

The purpose of the bill is to authorize and direct the Secretary of 
Defense (1) to return to the United States the remains of an American 
who lost his life while serving overseas in the Armed Forces of the 
United States during the Korean conflict and whose identity has not 
been established, and (2) to provide for the burial with appropriate 
ceremonies of this unknown American in the Memorial Amphitheater 
of the national cemetery at Arlington, Va., near or beside the remains 
of the Unknown Soldier of the First World War and the unknown 
American of the Second World War. 

The Department of the Army on behalf of the Department of 
Defense favors the above-mentioned bill. . 

This bill is similar to Public Law 429, 79th Congress, which provides 
for the return of a World War II unknown. It was planned to intern 
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the World War II unknown in the Amphitheater in Arlington Ceme- 
tery on Memorial Day, 1951. These plans were suspended after the 
outbreak of hostilities in Korea. Tentative new plans now provide 
for the burial of the World War IT unknown in Arlington on Memorial 
Day, 1957, in a erypt constructed adjacent to the grave of the 
Unknown Soldier of World War I. 

If this bill becomes law, it will be feasible to combine the return of 
the World War IT unknown and the unknown of the Korean conflict. 
All search and recovery operations in Korea have been completed; 
all recovered remains of members of the United States Armed Forces 
have been identified or declared unidentifiable; and all unrecovered 
remains have been determined to be unrecoverable. All unidentifiable 
remains have been interred in the National Memorial Cemetery of the 
Pacific, Honolulu, T. H., and the selection of a symbolic unknown can 
be made from this group. 

The fiscal effects of this bill are not known to the Department of 
Defense at this time. As funds have not been budgeted for in 1957 
for the return and burial of a Korean unknown, additional funds will 
be required. 

This legislation has been coordinated within the Department of De- 
fense in accordance with procedures prescribed by the Secretary of 
Defense. 

Inasmuch as the committee has requested that the report be ex- 
pedited, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the program of the Presi- 
dent. As soon as such advice is received it will be forwarded to your 
committee. 

Sincerely yours, 
Wiser if. Brucker, 
Secretary of the Army. 





DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 


Washington 25, D. C. 
Hon. Cart VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CuarrMan: Reference is made to your letter of Mav 25, 
1956, from the Secretary of the Army to you, expressing the views 
of the Department of Defense with respect to H. R. 8157, 84th Con- 
gress, a bill to provide for the burial in the Memorial Amphitheater 
of the national cemetery at Arlington, Va., of the remains of an 
unknown American who lost his life while serving overseas in the 
Armed Forces of the United States during the Korean conflict. 

Inasmuch as the committee had requested that action be expedited, 
the report was submitted to the committee without a determination 
by the Bureau of the Budget as to whether it conformed to the pro- 
gram of the President. 
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This is to inform you that the Bureau of the Budget, on June 11, 
1956, advised the Department of the Army that it had no objection 
to the report submitted to you on May 25, 1956. 

Sincerely, 


C. J. Hauck, Jr., 
Brigadier General, GS, 
Chief of Legislative Liaison. 
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Mr. Coo.ny, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 8898] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 8898) to provide an additional authorization of appropriations 
for the purchase by the Secretary of Agriculture under the act of 
May 11, 1938, of lands within the boundaries of the Cache National 
Forest in the State of Utah, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
do pass. 

he amendment is as follows: 

Page 2, Line 7, strike out the period at the end of the sentence and 

insert a colon and the following: 


Provided, That the funds authorized to be appropriated under 
this Act shall be available for expenditure only to the extent 
that such funds are matched by donations of lands of not less 
than equal value to the United States of America within the 
Cache National Forest or funds of equal amount contributed 
by local agencies, organizations, or persons, which con- 
tributed funds are hereby authorized to be expended in pay- 
ment for lands acquired under this Act and to defray the cost 
of work to rehabilitate watersheds on national-forest lands 
within the Cache National Forest as authorized by the 
Secretary of Agriculture: Provided further, That no permits 
shall be issued under the regulations of the Secretary of 
Agriculture for the grazing of domestic livestock on lands 
acquired under this Act or on lands hereafter donated for 
matching purposes as hereinbefore referred to. 


This bill authorizes the appropriation of $200,000 for the purchase 
of private lands within the boundaries of the Cache National Forest, 
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Utah, to be made a part of the forest and administered so as to improve 
the watershed and reduce flood damage in the area. The first proviso 
of the committee amendment was suggested by the Department of 
Agriculture and would require Federal funds to be matched by local 
funds. The second proviso will prohibit the issuance of grazing 
permits on land acquired under this act. 

With respect to the matching of funds, substantial contributions 
have already been made by local groups; in addition, forest receipts 
which otherwise would have been paid to the State for schools and 
roads have been used under the act of May 11, 1938, for additions to 
the Cache National Forest. 

It is the intention of the committee that these past local donations 
and the forest receipts which were so used instead of being used for 
local schools and roads shall be counted as local matching funds for 
the purposes of the bill to the extent that they have exceeded past 
contributions to this project by the Federal Government. The value 
of lands donated by local groups shall be determined by the Secretary 
o! Agriculture on the basis of acquisition costs in the case of lands 
acquired for the purpose of donation and on the basis of appraised 
value in the case of other lands. 

Information supplied to the committee at the time of its hearin 
on the bill indicates that at the end of the 1955 fiscal year, lo 
contributions toward land acquisition exceeded Federal expenditures 
for this purpose by some $53,500. This is based on reported local 
contributions of $117,314 less net Federal expenditures of $63,874. 

The area in which the funds authorized by the bill are to be expended 
has been recognized for many years as a special-problem area. It is 
the sole source of water for a number of communities in the Salt Lake 
Valley north of Salt Lake City. Misuse of the land several decades 
ago created a situation where the value of the watershed has been 
seriously impaired and communities and structures are under the 
constant threat of flood damage. Since 1938 the Federal Government 
and local communities have been combining in a program to restore 
the watershed and prevent further damage. The purpose of this bill 
is to accelerate that program and to bring about within a relatively 
short period of time remedial action that otherwise would be spread 
over another 15 or 20 years. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 16, 1956. 
Hon. Haroip D. Coo sy, 


Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Cooter: This will reply to your letter of 

March 9 requesting the views of this Department in regard to H. R. 
8898, a bill to provide an additional authorization of appropriations 
for the purchase by the Secretary of Agriculture under the act of 
May 11, 1938, of lands within the boundaries of the Cache National 
Forest in the State of Utah. 
_. The Department would have no objection to enactment of this bill 
if amended to provide that funds authorized to be appropriated shall 
be expended only to the extent that such funds are matched by local 
donations of money or land of not less than equal value. 
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H. R. 8898 would authorize the Secre of Agriculture to purchase 
lands within the boundaries of the Cache National Forest, Utah 
under the act of May 11, 1938 (52 Stat. 347) to facilitate the control 
of soil erosion and flood dama originating upon such lands. An 
appropriation of not to exceed $200,000 to remain available until 
expended would be authorized. Such appropriations shall be in 
addition to and shall not affect the authorization for the appropriation 
of certain receipts for purchase of lands provided by the 1938 act. 

The bill would apply to certain private lands within the Cache 
National Forest situated on the slopes of the Wasatch Mountains 
northeast of Ogden, Utah. On some such lands the vegetative cover 
and watershed capabilities have been and are being impaired through 
overgrazing, fire, or logging. Water from the mountains supports 
the cities and towns and agriculture in the valleys, and usable water 
is limited in relation to needs. Heavy rains on these mountain areas 
have in the past resulted in serious floods accompanied by mud-rock 
flows and excessive erosion of the damaged land. These floods and 
mud-rock flows have caused loss of life and much property damage. 

In the late 1930’s a program of flood prevention and erosion control 
on these watersheds was commenced in which Federal and local 
governments and agencies participated. About 15,000 acres of land 
have been acquired and donated to the United States for inclusion 
in the national forest by local agencies in connection with this water- 
shed improvement pro , and some 18,000 acres have been pur- 
chased irom receipts of the Cache National Forest as authorized by 
Congres in 1938. On these lands grazing has been reduced, reseeding 
accomplished to the extent possible, and other restoration measures 
undertaken. However, practical limitations on appropriations under 
the 1938 act prevent purchase of the larger areas needed for an effective 
remedial program. There are about 20,000 additional acres for which 
immediate action is needed for flood prevention and erosion control. 

While the Department policy does not favor material increases in 
Federal land ownership, experience indicates that in this particular 
area public ownership is a necessary prerequisite to land restoration. 
Floods and mud-rock flows originating from the damaged lands within 
the national forest can be very destructive of life and property. The 
Pine View Reservoir and appurtenant water distribution facilities, 
which, when completed, will represent a Federal investment of 6 or 7 
million dollars, derives much of its water from these areas and its 
storage capacity can be greatly curtailed by floods and mud-rock 
flows originating in the uplands. Municipal water supplies, in addi- 
tion to this reservoir, might also be damaged as well as highways, 
railroads, and other public facilities, including large Federal invest- 
ments at the Ogden Army Depot. 

We believe that the purchase of land and the cost of the watershed 
rehabilitation work should be shared by Federal and local govern- 
ments and agencies which stand to benefit from the program. We, 
therefore, have no objection to the bill if amended to include this 
provision. This could be accomplished by the following amendment: 

“Page 2, line 7: Substitute a colon for the period and insert the 
following: ‘Provided, further, That the funds authorized to be appro- 
priated under this Act shall be available for expenditure only to the 
extent that such funds are matched by donations of lands of not 
less than equal value to the United States of America within the 
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Cache National Forest of funds of equal amount contributed by local 
agencies, organizations or persons, which contributed funds are hereby 
authorized to be eeperised in payment for lands acquired under this 
Act and to defray the cost of work to rehabilitate watersheds on 
national-forest lands within the Cache National Forest as authorized 
by the Secretary of Agriculture.” 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


True D. Morse, Acting Secretary. 


O 
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Mr. Duruam, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 10432} 


The Committee on Armed Services to whom was referred the bill 
(H. R. 10432) to amend further the Federal Civil Defense Act of 1950, 
as amended, to authorize the Administrator to pay travel expenses 
and per diem allowances to trainees in attendance at the National 
Civil Defense Staff College, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 10432 is to expressly authorize the Federal 
Civil Defense Administrator to pay travel expenses and per diem 
allowances in lieu of subsistence to students in attendance at the 
courses conducted at the Federal Civil Defense Staff College at Battle 
Creek, Mich., and the Rescue Training Courses at Olney, Md. 


EXPLANATION OF THE BILL 


Under the Federal Civil Defense Act of 1950, as amended (50 


U. S. C. app. 2251 et. seq.), the Administrator is authorized by 
subsection 201 (e)— 


to conduct * * * training programs for the instruction of 
civil defense officials and other persons in the organization, 
operation, and techniques of civil defense; conduct or operate 
schools or classes and to establish one National Civil Defense 
College. 
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Pursuant to this authority, a staff college in theory and techniques of 
civil defense is situated in Battle Creek, Mich., and a technical rescue 
training course for instructors and one for advanced rescue techniques 
are conducted at Olney, Md. 

Students comprising the classes in these courses are drawn from 
the staffs of State and local civil defense organizations, from industrial 
and business sources, and from patriotic volunteers who are a part of 
local civil defense organizations. The necessary training of volunteer 
uncompensated students is often retarded or eliminated by the lack 
of financial ability on the part of the volunteers to undertake or coim- 
plete these courses. ‘The minimum period of the regularly scheduled 
courses is usually 1 week, and a combination of the courses often 
results in a period of attendance of 3 weeks. In the case of State or 
local civil defense paid staff, budgetary limitations frequently pro- 
hibit the necessary civil defense training, whereas if their travel and 
subsistence expenses could be defrayed, the States or the local govern- 
ments are most anxious to have them take the training. Industrial 
and business concerns are often willing to send their employees to 
classes at no loss of pay to the employee, but cannot or will not pay 
the necessary travel and subsistence expenses for attendance at the 
school. 

Under the bill, payment to students for travel and subsistence 
would be on terms and conditions prescribed by the Administrator, 
with no payment for travel or per diem in lieu of subsistence to exceed 
the standards prescribed by the Standard Government ‘Travel 
Regulations. 

COST AND BUDGET DATA 


Enactment of the bill would result in no increase in the budgetary 
requirement of the Federal Civil Defense Administration for fiscal 
year 1957. It is estimated that approximately $80,000 would be 
expended in 1957 for the program which would be absorbed in the 1957 
appropriation. No increase in the personnel requirements of the 
Federal Civil Defense Administration is expected to result for the 
administration of the bill if enacted. It is anticipated that 50 students 
will be training for 90 days at the National Civil Defense College at 
Battle Creek, Mich. The cost of per diem and travel for these stu- 
dents would be approximately $40,000. In addition, it is planned to 
train 365 students in fiscal year 1957 at the rescue training course at 
Olney, Md. Only travel expenses will be paid for these students, and 
it is anticipated that this will cost about $36,000. 


DEPARTMENT RECOMMENDATIONS 


The Federal Civil Defense Administration recommends enactment 
of the bill, and the Bureau of the Budget interposes no objection. 
The Department letter follows: 
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Feperat Crvi Derense ADMINISTRATION, 
NATIONAL HEADQUARTERS, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., April 2, 1956. 
Hon. Sam Raysurn, 


Speaker, House of Representatives, 
Washington, D. C. 


Dear Mr. Spraker: There is transmitted herewith a draft of a 
bill to further amend the Federal Civil Defense Act of 1950 (64 Stat. 
1245), as amended, to authorize the Federal Civil Defense Adminis- 
trator to pay travel expenses and per diem allowances in lieu of sub- 
sistence to students in attendance at the Civil Defense Staff College, 
with the request that it be introduced in order that it may be con- 
sidered for enactment. 

The purpose of the bill is to expressly authorize the Federal Civil 
Defense Administrator to pay travel expenses and per diem allowances 
in lieu of subsistence to students in attendance at the courses con- 
ducted at the Federal Civil Defense Staff College at Battle Creek, 
Mich., and the rescue training courses at Olney, Md. 

Under the Federal Civil Defense Act of 1950, as amended, (50 
U.S. C. app. 2251 et. seq.) the Administrator is authorized by subsec- 
tion 201(e) “to conduct * * * training programs for the instruction 
of civil defense officials and other persons in the organization, opera- 
tion, and techniques of civil defense; conduct or operate schools or 
classes and to establish one National Civil Defense College.” Pur- 
suant to this authority, a staff college in theory and techniques of 
civil defense is situated in Battle Creek, Mich., and a technical rescue 
training course for instructors and one for advanced rescue techniques 
are conducted at Olney, Md. 

Students comprising the classes in these courses are drawn from 
the staffs of State and local civil-defense organizations, from industrial 
and business sources, and from patriotic volunteers who are a part 
of local civil defense organizations. The necessary training of volun- 
teer, uncompensated students is often retarded or eliminated by the 
lack of financial ability on the part of the volunteers to undertake 
or complete these courses. The minimum period of the regularly 
scheduled courses is usually 1 week, and a combination of the courses 
often results in a | pret of attendance of 3 weeks. In the case of 
State or local civil defense paid staff, budgetary limitations frequently 
prohibit the necessary civil defense training, whereas if their travel 
and subsistence expenses could be defra Sa the States or the local 

vernments are most anxious to have them take the training. In- 

ustrial and business concerns are often willing to send their employees 
to classes at no loss of pay to the employee, but cannot or will not 
pay the necessary travel and subsistence expenses for attendance at 
the school. 

The location of the National Staff College at the site of the National 
Headquarters in Battle Creek, Mich., while a comparatively central- 
ized location for the large industrial belt of the Midwest, causes an 
inequitable burden to be imposed upon State and local organizations 
desiring students to complete civil-defense training from States in the 
western, southern, and eastern co of the country from the 
standpoint of travel expense. e bill, if enacted, would assure a 











4 AMEND FEDERAL CIVIL DEFENSE ACT OF 1950, AS AMENDED 


greater uniformity in the training, organization and concepts of civil 
defense throughout the Nation at the State and local levels. 

Under the proposed program, payment to students for travel and 
subsistence would be on terms and conditions prescribed by the 
Administrator, with no payment for travel or per diem in lieu of 
subsistence to exceed the standards prescribed by the Standard 
Government Travel Regulations. 

Enactment of the bill would result in no increase in the budgetary 
requirement of the Federal Civil Defense Administration for fiscal 
year 1957. It is estimated that approximately $80,000 would be 
expended in fiscal year 1957 for the program, which would be absorbed 
in the 1957 appropriation. A slight increase in the budgetary require- 
ments is anticipated for succeeding years in the conduct of the pro- 
gram. No increase in the personnel requirements of the Federal 
Civil Defense Administration is expected to result for the adminis- 





tration of the proposal if the bill is enacted. 
It is respectfully requested that the proposed legislation be intro- 
duced and considered for enactment at the earliest possible date. 


Sincerely, 


VaL Prrerson. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 


repealed by this legislation: 


EXISTING LAW 


Feperat Civin Derense Act oF 
1950 


(64 Stat. 1245) 


Src. 201 (e) conduct or arrange, 
by contract or otherwise, for train- 
pics Se for the instruction of 

ivil defense officials and other 
persons in the organization, opera- 
tion and techniques of civil de- 
fense; conduct or operate schools 
or classes, including the furnishing 
of subsistence and quarters for 
trainees and instructors subject to 
reimbursement on terms pre- 
scribed by the Administrator; and 
provide instructors and training 
aids as deemed necessary: Pro- 
vided, That not more than one 
national civil defense college and 
three civil defense technical train- 
ing schools shall be established 
under the authority of this sub- 
section: * * *, 


THE BILL 


That subsection 201 (e) of the 
Federal Civil Defense Act of 1950 
(64 Stat. 1245), as amended, is 
amended by striking out the words 
“including the furnishing of sub- 
sistence and quarters for trainees 
and instructors subject to reim- 
bursement on terms prescribed by 
the Administrator”, and substi- 
tuting the following ‘therefor: “in- 
cluding the payment of travel 
expenses, in accordance with the 
Travel Expenses Act of 1949, as 
amended, and the Standardized 
Government Travel Regulations, 
and per diem allowances, in lieu 
of subsistence for tramees in at- 
tendance or the furnishing of sub- 
sistence and quarters for trainees 
and instructors on terms pre- 


scribed by the Administrator”. 
O 
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PROVIDING AN ASSISTANT SECRETARY FOR RESEARCH 
AND DEVELOPMENT FOR THE ARMY, NAVY, AND AIR 
FORCE 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 11575} 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11575) to provide for an Assistant Secretary for Research and 
Development for each of the three military departments within the 
Department of Defense, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

The amendments are as follows: 

On page 1, line 8, strike “shall be known as” and insert in lieu 
there of, ‘‘shall be designated’’. 

On page 2, line 8, strike ‘“‘to be known as” and insert in lieu thereof, 
“to be designated”’. 

On page 2, line 25, strike “shall be known as” and insert in lieu 
thereof, “shall be designated’. 

On page 3, strike all of subsection (a). 

On page 3, line 17, strike “‘(b)’’ and insert in lieu thereof “(a)”. 

The purpose of the bill is to increase by statute the present number 
of Assistant Secretaries from 4 to 5 in each of the 3 military depart- 
ments, and to designate 1 of such Assistant Secretaries as Assistant 
Secretary for Research and Development. 

At the time of the passage of the National Security Act of 1947, 
the secretariat of the Department of War and the secretariat of the 
pepe eenenth of the Navy consisted of a Secretary, an Under Secretary, 
and two Assistant Secretaries. 

The National Security Act created the Department of the Air Force 
and gave it a secretariat of a Secretary, an Under Secretary, and two 
Assistant Secretaries. 


1006 
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The number of statutory positions in the secretariat of the military 
services was not increased until the 83d Congress, during which the 
Department of Defense forwarded legislation which would add 2 
additional Assistant Secretaries to each of the military departments, 
making a total of 4 Assistant Secretaries, in addition to the Secretary 
and the Under Secretary, in each of the military departments. That 
bill, H. R. 9689, passed the Congress and became Public Law 520, 
83d Congress. 

During the course of hearings on H. R. 9689, Congressman John 
W. McCormack appeared as a witness and urged that the Congress 
specifiy by statute that 1 of the 2 Assistant Secretaries to be added 
in each service should be specifically designated as the head of research 
and development for each of the military services. The Department 
of Defense opposed this suggestion, stating that the military depart- 
ments should have complete flexibility in the assignment of the 
duties and responsibilities to these new Assistant Secretaries. How- 
ever, Hon. Harold Talbott, who was then Secretary of the Air Force, 
stated that it was his intention to designate one of his new Assistant 
Secretaries to be the head of research and development in the Air 
Force. After the bill became law, he took this action, but the Sec- 
retaries of the Army and Navy did not take similar action. 

In the Department of the Navy, the Assistant Secret of the 
Navy for Air has had the responsibility for research and development, 
but the committee has been unable to determine whether or not the 
research and development responsibility of the Assistant Secretary 
of the Navy for Air is primary or secondary. In any event, the Navy 
strongly supports the creation of this new position for reserach and 
development on the basis that activities within the field of research 
and development in the Department of the Navy have become of 
such importance and entail expenditures of such magnitude as to 
fully warrant the full-time service of an Assistant Secretary. 

The Department of the Army has likewise found an increasing need 
for an Assistant Secretary to direct and coordinate the research and 
development activities of the Department of the Army. As a matter 
of fact, Secretary Brucker became so concerned over his inability to 
cope with the growing magnitude of problems in this area that he 
reported his situation to the Secretary of Defense in 1955. The 
Secretary of Defense, in turn, encouraged Secretary Brucker to take 
such action by administrative authority as he then had to cope with 
the problem. Secretary Brucker then selected an outstanding 
civilian to handle this area of responsibility. In late 1955, the 
Secretary, by administrative action, created the Office of Director 
of Research and Development, which nonstatutory office is today 
discharging that responsibility. So the Department of the Army 
has, likewise, demonstrated the need for an Assistant Secretary for 
Research and Development. 

During fiscal 1956, in excess of $1.3 billion has been devoted to re- 
search and development by the military departments. The Depart- 
ment of the Navy had appropriations in excess of $300 million. The 
Department of the Army had appropriations in excess of $400 million. 
The Department of the Air Force had appropriations in excess of $600 
million. The expenditures in fiscal 1957 and the foreseeable future 
will be of a similar magnitude. 

But the expenditure of funds alone must not be the sole criteria 
upon which three new Assistant Secretaries are to be justified. Of 
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greater importance in justifying these new positions is the necessity 
to find persons qualified in the field of research and development to 
develop sound ates pore of research and development, in the first 
instance, in each of the military departments, in order to insure the 
greatest possible return for the expenditures made. 

In order to insure that men of proper qualifications may be attracted 
to direct this increasingly important area of endeavor in the milita 
departments, the committee deems it important that men of su 
qualifications receive the stature which goes with statutory recogni- 
tion, which stature cannot be obtained within a military organization 
in any other manner. 

The increased complexity of modern weapons, the mounting devel- 
opment costs, the need for competent evaluation of requirements, 
progress, and selectivity have demonstrated that top-level manage- 
ment of the research and development operations of each of the 
military departments will continue to be one of the most important 
problems affecting our defense operations for many years. 

In regard to the importance of giving statutory recognition to these 
three new positions, it is pertinent to note the experience of the Air 
Force which administratively designated one of its Assistant Secre- 
taries to head research and development, pursuant to the authority 
contained in Public Law 520, 83d Congress. The last incumbent to 
occupy that position ae in February 1956. In his testimony in 
support of the present bill, the Secre of the Air Force stated that 
he was having the greatest difficulty in finding a replacement who was 
technically qualified and could meet additional requirements, such as 
divesting himself of all business interests which might in some way 
conflict with his acceptance of this appointment. This fact points 
up the difficulty which is already present in attempting to attain the 
services of men of the desired qualifications and stature to fill these 
positions. 

Since the Air Force already has a position vacancy for the office of 
the Assistant Secretary of the Air Force for Research and Develop- 
ment, the question naturally follows as to what the Air Force would 
do with an additional Assistant Secretary who would be designated 
by statute, rather than administratively, to direct research and 
development. Secretary Quarles, on this point, states that the de- 
velopment of a proper base structure to accommodate operational 
aircraft of the Air Force is entailing an expenditure in excess of $1 
billion annually. This problem presents continuing requirements of 
such complexity and magnitude that the Secretary advised that he 
contemplates assigning an Assistant Secretary of the Air Force to 
direct and coordinate the activities of the Air Force in the field of 
properties and installations. The committee concurs in the impor- 
tance of this area of activity and expresses no disapproval of the action 
contemplated by the Secretary in this respect. 

The committee wishes to emphasize one other aspect of this matter. 
The subject matter of H. R. 11575 was initially submitted to the 
Congress on May 16, 1956, through Reorganization Plan No. 1 of 
1956, which was appropriately referred to the House Committee on 
on Government Operations. Apparently, the only reason this sub- 
ject was presented by reorganization plan rather than by appropriate 
egislation, was that the Hoover Commission had recommended that 
each of the military services should have an Assistant Secretary for 
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Research and Development. But this committee was mindful of the 
fact that the Department of Defense did not hesitate to ask for six 
additional Assistant Secretaries by legislation during the 83d Congress. 
And it could not escape the conclusion that the Department of De- 
fense, either by design or inadvertence, was circumventing the juris- 
diction of its parent committee in the House, the House Committee on 
Armed Services. The chairman of the House Committee on Govern- 
ment Operations, Hon. William L. Dawson, arrived at the same 
conclusion, independent of the thinking of this committee. The 
majority leader of the House arrived at the same conclusion independ- 
ent of the House Committee on Armed Services, and he prompil 
introduced H. R. 11575, which is the subject of tais report and whic 
accomplishes precisely the same result as Reorganization Plan No. 1. 

The committee emphasizes that it looks with disfavor upon the 
submission of reorganization plans relating to the Defense Establish- 
ment which create new statutory offices rather than reorganize the 
existing structure. To say that accomplishment of these matters 
through a reorganization plan saves time is simply an excuse and not 
a reason for avoiding the normal legislative process in such matters. 

With reference to the fiscal effects of this legislation, the message 
of the President in support of Reorganization Plan No. 1 states: 


While the taking effect of the reorganizations included in 
the plan will not bring about immediate savings, it is probable 
that it will bring about substantial long-range reductions of 
expenditures and aslo greater effectiveness of administration. 
An itemization of reductions in expenditures in advance of 
actual experience under the reorganization plan is not 
practicable. 


The viewpoint of the President with reference to the fiscal aspects 
of Reorganization Plan No. 1 is equally applicable to the provisions 
of H. R. 11575, the substantive provisions of which are identical 
with those of Reorganization Plan No. 1. 

The report of the Department of Defense in support of the provi- 


sions of H. R. 11575 is hereto attached and made a part of this report. 


Orrice or THE AssISTANT SECRETARY OF DEFENSE, 
Washington, D. C., June 19, 1956. 
Hon. Cart Vinson, 
Chairman, Commitiee on Armed Services, 
House of Representatives. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Defense on H. R. 11575, a bill to provide 
for an Assistant Secretary for Research and Development for each of 
the three military departments within the Department of Defense. 

H. R. 11575 would amend section 102 (a) of the Army Organization 
Act of 1950 (64 Stat. 264), as amended, and section 102 (a) of the Air 
Force Organization Act of 1951 (65 Stat. 327), as amended, to increase 
the numbers of Assistant Secretaries of the Army and Air Force, 
respectively, from 4 to 5 and to provide that 1 of the Assistant Sec- 
retaries in each of those departments shall be known as the Assistant 
Secretary for Research and Development. ‘The bill also would pro- 
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vide an additional Assistant Secretary of the Navy to be known as 
the Assistant Secretary for Research and Development. 

Under H. R. 11575, each Assistant Secretary for Research and 
Development would perform such functions relating to coordination 
of the research and development functions of each of the military 
departments, respectively, and such other functions of the department, 
as the respective Secretaries may prescribe. 

Section 4 of the bill would grant authority to the Secretary of each 
military department with respect to the transfer of records, property, 
pooner and funds as necessary to carry out the provisions of the 

ill as it may affect each department and further would grant authority 
to mad nem coy to make interim appointments to the positions so 
created. 

In essence H. R. 11575 puts into bill form the provisions of Reor- 

nization Plan No. 1 of 1956 transmitted to the Congress by the 

esident’s message of May 16, 1956 (H. Doc. 405). For the reasons 
stated in that message, the Department of Defense strongly supports 
the creation of the viditional. positions of Assistant Secretary for 
Research and Development in each of the military departments. 

The Reorganization Act of 1949 (Public Law 109, 8lst Cong.) 
states a auabuinn that changes in organization deemed necessary to 
accomplish certain stated purposes ‘‘may be accomplished in great 
measure by proceeding under the provisions of this act and can be 
more speedily accomplished thereby than by the enactment of specific 
legislation.”” Since Reorganization Plan No. 1 of 1956 was transmitted 
to the Congress in accord with this basic premise and since the plan 
adequately provides for the additional positions of Assistant Secretary 
for Resdard and Development in each of the military departments, 
the Department of Defense feels that H. R. 11575 is unnecessary. 
The Bureau of the Budget has advised that it concurs in this position. 

Sincerely yours, 
RicHarp A. Buppekg, 
Director, Legislative Programs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


EXISTING LAW THE BILL 


Army Organization Act of 1950, as To provide for an Assistant Secre- 
amended (64 Stat. 264; 68 Stat. tary for Research and Develop- 
649) ment for each of the three 

military departments within the 
Department of Defense 


Sec. 102 (a) There shall be in’ Sec. 1. That the first sentence 
the Department of the Army an of subsection (a) of section 102 of 
Under Secretary of the Army and the Army Organization Act of 
four Assistant Secretaries of the 1950, as amended (5 U. S. C. 
Army, who shall be appointed 181-5), is amended by striking out 
from civilian life by the President, “four” and inserting in lieu 
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EXISTING LAW 


by and with the advice and con- 
sent of the Senate, and who shall 
receive the compensation pre- 
scribed by law. One of the As- 
sistant Secretaries authorized 
herein shall be designated As- 
sistant Secretary of the Army for 
Financial Management, and may 
also act as Comptroller of the 
Army, if so designated by the Sec- 
retary of the Army. 


Air Force Organization Act of 
1951, as amended (65 Stat. 327; 
68 Stat. 649) 


Src. 102. (a) There shall be in 
the Department of the Air Foree 
an Under Secretary of the Air 
Force and four Assistant Secre- 
taries of the Air Force, who shall 


THE BILL 


thereof “five”; and by inserting 
at the end of such subsection the 
following sentences: ‘One of the 
Assistant Secretaries authorized 
herein shall be known as the As- 
sistant Secretary of the Army for 
Research and Development. The 
Assistant Secretary of the Army 
for Research and Development 
shall perform such functions re- 
lating to the coordination of the 
research and development func- 
tions of the Department of the 
Army, and such other functions of 
such department, whether or not 
relating to the coordination of such 
research and development func- 
tions, as the Secretary of the Army 
may prescribe.” 

Sec. 2. There shall be an addi- 
tional Secretary of the Navy, to be 
known as the Assistant Secretary 
of the Navy for Research and 
Development, who shall be ap- 
pointed from civilian life by the 
President, by and with the advice 
and consent of the Senate, and 
who shall. receive compensation 
at the rate prescribed by law for 
Assistant Secretaries of military 
departments. The Assistant Sec- 
retary of the Navy for Research 
and Development shall perform 
such functions relating to the co- 
ordination of the research and 
development functions of the De- 
partment of the Navy, and such 
other functions of such depart- 
ment, whether or not relating to 
the coordination of such research 
aid development functions, as the 
Secretary of the Navy may 
prescribe. 


Sec. 3. The first sentence of 
subsection (a) of section 102 of the 
Air Force Organization Act of 
1951, as amended (5 U. S. C. 
626-1), is amended by striking out 
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EXISTING LAW 


be appointed from civilian life by 
the ident, by and with the 
advice and consent of the Senate, 
and who shall receive the com- 
pensation prescribed by law. One 
of the Assistant Secretaries au- 
thorized herein shall be designated 
Assistant Secretary of the Air 
Force for Financial Management, 
and may also act as Comptroller 
of the Air Force, if so designated 
by the Secretary of the Air Force. 


THE BILL 


“four” and inserting in lieu thereof 
“five”: and by inserting at the end 
of such subsection the following 
sentences: “One of the Assistant 
Secretaries authorized herein shall 
be known as the Assistant Secre- 
ons of the Air Force for Research 
and Development. The Assistant 
Secretary of the Air Force for Re- 
search and Development shall 
perform such functions relating to 
the coordination of the research 
and development functions of the 
Department of the Air Force, and 
pa other functions of such De- 
partment, whether or not relating 
to the coordination of such re- 
search and development functions, 
as the Secretary of the Air Force 
~— prescribe.” 
ec. 4. (a) The Secretary of 

each military department affected 
> any of the foregoing provisions 
of this Act may transfer within 
his depactment such records, prop- 
erty, and personnel, and such 
unexpended balances (available 
or to be made available for use 
in connection with any affected 
function) of appropriations, allo- 
cations, and other funds of the 
department, as he considers neces- 
sary to carry out such provisions 
as they affect such department. 

(b) For each office established 
by the foregoing provisions of this 
Act, the President may designate 
a civilian officer of the executive 
branch of the Government to per- 
form the functions of that “office 
until it is filled by appointment as 
provided by such provisions. By 
performing such functions any 
officer so designated shall not 
forfeit any office that he other- 
wise holds. 


oO 
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EXTENDING THE LIMIT WITHIN WHICH AWARDS OF 
CERTAIN MILITARY AND NAVAL DECORATIONS MAY 
BE MADE 





JuNE 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


{To accompany 8S. 1637] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1637) to extend the time limit within which recommendations for 
and awards of certain military decorations may be made, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike all after the enacting clause, and insert in lieu thereof: 


That, notwithstanding the eighth paragraph of the subheading ‘‘Medals of 
Honor, Distinguished Service Groates: and Distinguished-Service Medals’’ under 
the center heading “Ordnance Department”, in the Act entitled ‘An Act making 
appropriations for the support of the Army for the fiscal year ending June thirtieth, 
Nineteen hundred and nineteen”, approved July 9, 1918, as amended (10 U. S. C., 
sec. 1409), any decoration or device in lieu of decoration which, prior to the date 
of enactment of this Act, has been authorized by Congress to be awarded to any 
person for an act or service performed while on active duty in the military or naval 
forces of the United States, or while serving with such forces, may be awarded at 
any time not later than two years after the date of enactment of this Act for any 
such act or service performed between June 27, 1950, and July 27, 1953, inclusive, 
if written recommendation for the award of the decoration or device in lieu of 
decoration is made not later than one year after the date of enactment of this Act. 

Sec. 2. Notwithstanding section 7 of the Act of February 4, 1919 (ch. 14, 40 
Stat. 1056), as amended (34 U. 8S. C. 360), any decoration or device in lieu of 
decoration which has been authorized by Congress to be awarded to any person 
for an act or service performed while on active duty in the naval service of the 
United States, or while serving with such service, may be awarded at any time 
not later than two years after date of enactment of this Act for any such Act 
or service performed between June 27, 1950, and July 27, 1953, inclusive, if 
written recommendation for the award of the decoration or device in lieu of 
ae is made not later than one year after the date of enactment of this 

ct. 
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Sec. 3. Nothing in this Act shall be construed to decrease the period within 
vile any decoration or device in lieu of decoration may be awarded or recom- 
men 


PURPOSE OF THE BILL 


The purpose of the bill is to extend the time limit within which 
awards of certain military and naval decorations may be made. 


EXPLANATION OF THE BILL 


Under existing law recommendations for, and awards of, decorations 
are different in their application to the Army and Air Force as con- 
trasted to the Navy. The statute controlling the award of decora- 
tions to personnel of the Army and Air Force, the act of July 9, 1918, 
provides in effect a 3-year statute of limitations on the period within 
which decorations may be awarded. The recommendation must be 
made within 2 years after the performance of the act on which it is 
based and the award may be made within 3 years after the service on 
which the recommendation is based. The Navy statute, the act of 
February 4, 1919, provides a 5-year period of limitation. The recom- 
mendation must be made within 3 years of the meritorious service on 
which it is based, and the award must be made within 5 years following 
performance of meritorious service. 

The bill would give recognition to certain persons who performed 
acts of heroism or meritorious achievement in connection with the 
Korean hostilities. Many instances have arisen in which persons who 
participated in the Korean hostilities have been denied the honor of 
receiving awards to which their actions entitle them because of 
limitations in existing law. In most cases, this situation is not the 
fault of the person concerned or of the Armed Forces. There were 
unavoidable delays in securing necessary substantiating evidence from 
ponte who were prisoners of war, and in other instances records have 

en destroyed by enemy action or to prevent their falling into the 
hands of the enemy. Factors such as these operated to deny awards 
to many worthy persons. 

In approving this legislation, the committee has been especially 
mindful of the epic service of the late Army Lt. Col. John U. D. Page 
in Korea in December of 1950. There may be other equally meri- 
torious cases that are barred by existing limitations. 


COMMITTEE AMENDMENT 


The committee did not agree that the legislation should be limited 
to those cases where recommendations have already been made and 
therefore amended the bill by inserting new language which would 
authorize an additional year for recommendations to be filed and 2 
years in which time the recommendations already received, or to be 
received, could be processed and awarded. 


COST AND BUDGET DATA 


The fiscal effects of this bill should be negligible, since the pro- 
cedures of — applications for awards are already established 
als needed are already in stock. 
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DEPARTMENT RECOMMENDATIONS 


The Department of Defense and the Bureau of the Budget interpose 
no objection to the legislation. The Department letter follows: 


Orrice oF THE SECRETARY, 
DEPARTMENT OF THE Army, 
Washington, October 10, 1958. 
Hon. Ricnarp B. Russett, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 1637, 84th Congress, a bill to extend the time limit within 
which recommendations for and awards of certain military decora- 
tions may be made. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The Department of the Army on behalf of the Denartment of De- 
fense favors enactment of the above-mentioned bill if changed as 
stated below. 

The prehiees legislation provides that notwithstanding the provi- 
sions of the act of July 9, 1918, as amended (10 U.S. C. 1409), any 
decoration or device in lieu of decoration which, prior to the date of 
enactment of the proposed legislation, has been authorized by Con- 
gress to be awarded to any person for an act or service performed 
while on active duty in the military or naval forces of the United 
States, or while serving with such forces, may be awa. ied at any time 
not later than 1 year after the date of enactment for any such act or 
service performed between June 27, 1950, and July 27, 1953, inclusive, 
if written recommendation for the award of the decoration or device 
in lieu of decoration is made not later than 1 year after the date of 
enactment. Nothing in the proposed measure shall be construed to 
decrease the period within whieh any decoration or device in lieu of 
decoration may be awarded or recommended. 

It is noted that while S. 1637 limits to 1 year after the date of its 
enactment the period in which recommendations for the award of the 
decoration or device in lieu of decoration may be initiated, it also 
imposes the limitation of 1 year after date of its enactment in which 
such decoration or device in lieu of decoration may be awarded. 
This limitation of 1 year for which such decoration may be awarded 
is considered inadequate since the military departments would be 
unable to fully process any recommendations for decorations received 
immediately prior to the expiration of the time limitation within 
which such recommendations may be made. A period of 2 years is 
considered more satisfactory since it would give the departments an 
additional year to process any such cases. Therefore, the Department 
strongly recommends that the proposal be amended by substituting 
wee eras for the words “one year” appearing in line 4, page 2 
thereo!. 

The act of July 9, 1918 (40 Stat. 871), as amended (10 U. S. C. 
1409), provided a time limit of 2 years from the date the service was 
performed in which a recommendation for award of certain medals 
could be made, and a period of 1 year in which final action on the 
award must be taken. This in effect established a sort of 3-year 
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“statute of limitations” in which decorations could be given. The 
act of June 26, 1946 (60 Stat. 309) authorized the award of certain 
decorations for services rendered during World War II, provided the 
recommendation was initiated not later than 6 months subsequent 
to termination of hostilities. ‘The foregoing act was repealed by the 
act of May 3, 1950 (64 Stat. 103), which extended for 2 years subse- 
quent to the date of its approval the time during which decorations 
previously authorized by Congress could be awarded for acts or 
services performed between December 7, 1941, and September 2, 1945. 
It also provided that recommendations for such awards should be in 
wr.ting and must be submitted within 1 year subseqeutn to the date 
of its approval. This legislation expired May 2, 1952, and the criteria 
imposed by the act of July 9, 1918, again became operative. 

As a result of the above, many worthy instances have arisen in which 
individuals from among the services who participated in the Korean 
conflict have been denied the honor of accepting awards to which 
their actions entitle them. This situation is, in most cases, not the 
fault of the individual or of the services. In many instances there 
were delays in securing necessary substantiating information from 
individuals who were prisoners of war. In other instances, records 
had been destroyed by enemy action or to prevent their falling into 
the hands of the enemy. Facts such as these all operated to deny 
to many very worthy individuals the awards to which they should 
be entitled. Enactment of this legislation, amended as outlined 
above, will prevent these cases from lapsing by providing for a period 
of 2 years from the date of enactment for awarding decorations for 
acts or services performed between June 27, 1950, and July 27, 1953, 
if written recommendation for the award is made not later than | 
year after the date of enactment. 

In consideration of the difference in the basic statutes under which 
the services make awards and decorations, it is also felt that the 
subject bill should be amended by changing section 2 to section 3 
and that a new section be added as follows: 

“Sec. 2. Notwithstanding section 7 of the Act of February 4, 1919, 
(ch. 14, 40 Stat. 1056) as amended (34 U. S. C. 360), any decoration 
or device in lieu of decoration which has been authorized by Congress 
to be awarded to any person for an act or service performed while 
on active duty in the naval service of the United States, or while 
serving with such service, may be awarded at any time not later 
than one year after date of enactment of this Act for any such act or 
service performed between June 27, 1950, and July 27, 1953, inclu- 
sive, where written recommendation for such decoration has been 
made and officially acted upon prior to the date of enactment of 
this Act.” 

For the foregoing reasons. the Department of the Army on behalf 
of the Department of Defense recommends that S. 1637 be enacted 
if changed as stated above. 

Should the legislation be enacted, the fiscal effects would be negli- 
gible, inasmuch as the machinery to process the applications for 
awa‘ds is already established and the greater part of the medals 
needed are already in stock. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
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The Bureau of the Budget advises that there is no objection to the 


submission of this report. 
Sincerely yours, 


Wiper M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 


repealed by this legislation: 
Existinc Law 


THE ACT OF JULY 9, 1918 (CH. 143, 
40 STAT. 871) 


Time limit on award of medals, 
crosses, ete. Except as other- 
wise prescribed here, no medals 
of honor, distinguished-service 
cross, distinguished-service medal, 
or bar or other suitable device in 
lieu of either of said medals or of 
said cross, shall be issued to any 

erson after more than three years 
rom the date of the act justifying 
the award thereof, nor unless a 
specific statement or report dis- 
tinctly setting forth the distin- 
gushed service and suggesting or 
recommending official recognition 
thereof shall have been made at 
the time of the distinguished serv- 
ice or within two years thereafter, 
nor unless it shall appear from 
official records in the War Depart- 
ment that such person has so dis- 
tinguished himself as to entitle him 
thereto; but in case an individual 
who shall distinguish himself dies 
before the making of the award to 
which he may be entitled, the 
award may nevertheless be made 
and the medal or cross or the bar 
or other emblem or device pre- 
sented, within three years from 
the date of the act justifying the 
award thereof, to such representa- 
tive of the deceased as the Presi- 
dent may designate; but no medal, 
cross, bar, or other device, herein- 
before authorized, shall be awarded 


Tue Bit 


That notwithstanding any other 
provision of law, a decoration or 
device in lieu of decoration which, 
prior to the date of enactment of 
this Act, has been authorized by 
Congress to be awarded to any 
pornen for an act of service per- 
ormed while on active duty in the 
military or naval forees of the 
United States, or while servin 
with such forces, may be te 
at any time not later than one 
year after the date of enactment 
of this Act for any such act or 
service performed between June 
27, 1950, and July 27, 1953, in- 
clusive, if written recommenda- 
tion for the decoration or device 
in lieu of decoration has been sub- 
mitted to the appropriate office in 
a military department at the seat 
of Government before the date of 
enactment of this Act. 
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Existine Law Tue Bun 


or presented to any individual 
whose entire service subsequent 
to the time he distinguished him- 
self shall not have been honorable; 
but in eases of officers and enlisted 
men in the Army on the 9th day of 
July 1918, for whom the award of 
the medal of honor has been recom- 
mended in full compliance with 
then existing regulations but on 
account of services which, though 
insufficient fully to justify the 
award of the medal of honor, ap- 
pear to have been such as to justif 
the award of the distinguished- 
service cross or distinguished-serv- 
ice medal’ hereinbefore provided 
for, such cases may be considered 
and acted upon under the pro- 
visions of this title authorizing the 
award of the distinguished-service 
cross and the distinguished-service 
medal, notwithstanding that said 
services may have been rendered 
more than three years before said 
cases shall have been considered as 
authorized by this title but all 
consideration of and action upon 
any of said cases shall be based 
exclusively upon official records 
now on file in the War Depart- 
ment; and in the cases of officers 
and enlisted men in the Army on 
the 9th day of July 1918, who have 
been mentioned in orders, then a 
part of official records, for ex- 
traordinary heroism or especially 
meritorious services, such as to 
justify the award of the distin- 
guished-service cross or the dis- 
tinguished-service medal herein- 
before provided for, such cases 
may be considered and acted on 
under the provisions of this title, 
notwithstanding that said act or 
services may have been rendered 
more than three years before said 
cases shall have been considered 
as authorized by this title, but all 
consideration of and action upon 
any said cases shall be based ex- 
clusively upon official records of 
the War Department. 
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Existinc Law Tue Bru 


THE ACT OF FEBRUARY 4, 1919 
(CH. 14, 40 STAT. 1057) 


Time limit on award of medals, 
crosses, or other devices; state- 
ment or report as to act or dis- 
tinguished service. Except as 
otherwise prescribed in the next 
section, no medal of honor, dis- 
tinguished-service medal, Navy 
cross, or bar or other suitable 
emblem or insignia in lieu of either 
of said medals or of said cross, 
shall be issued to any person after 
more than five years from the 
date of the act or service justify- 
ing the award thereof, nor unless 
a specific statement or report dis- 
tinctly setting forth the act or dis- 
tinguished service and suggesting 
or recommending official recog- 
nition thereof have been 
made by _ his naval _ superior 
through official channels at the 
time of the act or service or 
within three years thereafter. 
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84rH ConGREss } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2508 





PROVIDING CERTAIN BASIC AUTHORITY FOR THE 
DEPARTMENT OF STATE 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricuarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany 8S. 2569) 


The Committee on Foreign Affairs, to whom was referred the bill 
(S. 2569) to provide certain basic authority for the Department of 
State, having considered the same, unanimously report favorably 
sparen with an amendment and recommend that the bill as amended 

O pass. 
he amendment is as follows: 
Strike out all after the enacting clause and insert the following: 


That the Secretary of State is authorized to establish, maintain, and operate 
passport and despatch agencies. 
Sec. 2. The Secretary of State, when funds are appropriated therefor, may— 
(a) provide for printing and binding outside the continental United States 
without regard to section 11 of the Act of March 1, 1919 (44 U.S. C. 111); 
(b) pay the cost of transportation to and from a place of storage and the 
cost of storing the furniture and household and personal effects of an employee 
of the Foreign Service who is assigned to a post at which he is unable to use 
his furniture and effects, under such regulations as the Secretary may 
prescribe; 
(ec) employ aliens, by contract, for services abroad; 
(d) provide for official functions and courtesies; 
(e) purchase uniforms; and 
(f) pay tort claims, in the manner authorized in the Sem pernerepe of 
section 2672, as amended, of title 28 of the United States Code when such 
claims arise in foreign countries in connection with Department of State 
operations abroad. 
Sec. 3. The Secretary of State is authorized to— 
(a) obtain insurance on official motor vehicles operated by the Depart- 
ment of State in foreign countries, and pay the expenses incident thereto; 
(b) rent tie lines and teletype equipment; 
(ec) provide ice and drinking water for United States Embassies and 
Consulates abroad; } 
(d pay excise taxes on negotiable instruments which are negotiated by 
the Department of State abroad; 
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(e) pay the actual expenses of ing and ironpporting to their former 

homes the remains of persons, ats United States Government ree. me 

who may die away from their homes while participating in international 

— exchange activities under the jurisdiction of Department of 
tate; 

(f) pay expenses incident to the relief, protection, and burial of American 
seamen, and alien seamen from United States vessels in foreign countries 
and in the United States Territories and possessions; 

(g) pay the expenses incurred in the acknowledgment of the services of 
officers and crews of foreign vessels and aircraft in rescuing American seamen, 
airmen, or citizens from shipwreck or other catastrophe abroad or at sea; 

(h) rent or lease, for periods of less than ten years, such offices, buildin 
grounds, and living quarters for the use of the Foreign Service abroad as he 
may deem necessary, and make payments therefor in advance; and 

(i) maintain, improve, and repair properties rented or leased pursuant to 
authority contained in subsection (h) of this section and furnish fuel, water, 
and utilities for such properties. 

Szc. 4. The Secretary of State is authorized to— 

(a) make expenditures, from such amounts as may be specifically appro- 
priated therefor, for unforeseen emergencies arising in the diplomatic and 
consular service and, to the extent authorized in appropriation Acts, funds 
expended for such purposes may be accounted for in accordance with section 
291 of the Revised Statutes (31 U. S. C. 107); and 

(b) —— to subordinate officials the authority vested in him by section 
291 of the Revised Statutes pertaining to certification of expenditures. 

Sec. 5. The Secretary of State is authorized to— 

(a) provide for participation by the United States in international activities 
which arise from time to time in the conduct of foreign affairs for which pro- 
vision has not been made by the terms of any treaty, convention, or special 
Act of Congress: Provided, That this subsection shall not be construed as 
granting authority to accept membership for the United States in any inter- 
national organization, or to participate in the activities of any international 
organization for more than one year without approval by the Congress; and 

(b) pay the expenses of participation in activities in which the United States 

meee ater by authority of subsection (a) of this section, including, but not 
imited to the following: 

(1) Employment of aliens; 

(2) Travel expenses without regard to the Standardized Government 
Travel Regulations and to the rates of per diem allowances in lieu of sub- 
sistence expenses under the Travel Expense Act of 1949, as amended (5 
U. 8. C. 835-842); 

(3) Travel expenses of persons serving without compensation in an ad- 
visory capacity while away from their homes or regular places of business 
not in excess of those authorized for regular officers and employees traveling 
in connection with said international activities; and 

(4) Rental of quarters by contract or otherwise. 

Sec. 6. The bape of section 8 of the United Nations Participation Act of 
1945, as amended (22 U. 8. C. 287e), and regulations thereunder, applicable to 
expenses incurred pursuant to that Act, may be applicable to the obligation and 
expenditure of funds in connection with United States participation in the Inter- 
national Civil Aviation Organization. 

Sec. 7. The exchange allowances or proceeds derived from the exchange or 
sale of passenger motor vehicles in possession of the Foreign Service abroad, in 
accordance with section 201 (c) of the Act of June 30, 1949 (40 U. 8. C. 481 (c)), 
shall be available without fiscal year limitation for replacement of an equal num- 
ber of such vehicles. 

Sec. 8. The Secretary of State may, when authorized in an appropriation or 
other law, transfer to any department, agency, or independent establishment of 
the Government, with the consent of the head thereof, any funds appropriated 
to the Department of State, for direct expenditure by such department, agency, 
po samara establishment for the purposes for which the funds are appro- 


‘ Sec. 9. The Secretary of State is authorized to enter into contracts in fore 

countries involving expenditures from funds appropriated or otherwise made 
available to the Department of State, without regard to the provisions of section 
3741 of the Revised Statutes (41 U. 8. C. 22): Provided, That nothing in this sec- 


tion shall be construed to waive the provisions of section 431 of title 18 of the 
United States Code. 
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Sec. 10. Appropriated funds made available to the ment of State for 
expenses in connection with travel of personnel outside the continental United 
States, including travel of dependents and transportation of personal effects, 
household goods, or automobiles of such personnel shall be available for such ex- 
penses when any of such travel or transportation be in one fiscal year 
pursuant to travel orders issued in that year, notwithstanding the fact that such 
travel or transportation may not be completed during that same fiscal year. 

Sec. 11. Notwithstanding the provisions of section 16 (a) of the Act of August 
2, 1946 (5 U. 8. C. 78 (c)), the Secre of State may authorize any chief of diplo- 
matic mission to approve the use of Government-owned vehicles in any foreign 
country for ane. cahgreen of United States Government em ees from their 
residence to the office and return when public transportation facilities are unsafe 
or are not available. 

Sec. 12. The Secretary of State, with the approval of the Bureau of the Budget, 
shall prescribe the maximum rates of per diem in lieu of subsistence (or of similar 
allowances therefor) payable while away from their own countries to foreign 
participants in any exchange of persons program, or in any program of furnishing 
technical information and assistance, under the jurisdiction of any Government 
agency, and said rates may be fixed without regard to any provision of law in 
limitation thereof. 

Sec. 13. Allowances granted under section 901 (1) of the Foreign Service Act 
of asl (22 U. 8. C. 1131 (1)), may include water, in addition to the utilities 
spec . 

Sec. 14. Appropriations now or hereafter made available for allowances granted 
under the authority in part A of title IX of the Foreign Service Act of 1946, as 
amended (22 U. 8. C. 1131), including an allowance for water as authorized in 
py 13 of this Act shall be available for the payment of such allowances in 

vance. 

Sec. 15. ay agg an to carry out the purposes of this Act are hereby 
authorized. hen so provided in an appropriation law, an appropriation made 
to the Department of State may remain available until expended. 


COMMITTEE ACTION 


S. 2569 was passed by the Senate on July 28, 1955, and referred to 
the Committee on Foreign Affairs on July 29, 1955. The committee 
met on June 19, 1956, to hear the testimony of Hon. Loy W. Hender- 
son, Deputy Under Secretary of State for Administration, and of 
Edward C. Crouch, Deputy Assistant Secretary for Budget and 
Finance, James W. Sheridan, Office of Budget, and Edward J. Lyerly, 
Office of the Legal Adviser, Department of State. The committee 
also met on June 20, 1956, to consider the measure, and heard further 
testimony from Messrs. Lyerly and Crouch. The committee on that 
date unanimously leek the bill reported favorably, with all after 
the enacting clause stricken and the committee amendment sub- 
stituted. 

NEED FOR LEGISLATION 


The necessity for the legislation was explained by Mr. Henderson 
in his testimony before the committee as follows: 


It is the purpose of this bill, S. 2569, to provide basic 
legislative authority for certain housekeeping activities 
n for the day to day operations of the Department 
of State. The items contained in the bill, except sections 13 
and 14, have been carried in the Department’s annual appro- 
priation acts. These items are subject, however, to a point 
of order under House Rule XXI, paragraph 2, reading in 
part as follows: 
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“No appropriation shall be reported in any general 
appropriation bill, or be in order as an amendment thereto, 
for any expenditure not previously authorized by law * * *.” 

To overcome this legislative deficiency, the chairman of the 
Appropriations Committee of the House from time to time 
requests waivers on ee ee of order. Enactment 
of this proposed legislation will eliminate the necessity for 
securing these waivers by providing continuing basic 
legislative authority. 

The provisions of the bill fall into three general categories: 
(1) Those which authorize the Department to perform 
certain functions which it is performing at the present time 
but which have not been authorized by basic legislation, (2) 
those which exempt the Department from certain statutes so 
that it will be able effectively to operate overseas, and (3) 
those authorizing the Department to make expenditures for 
certain purposes which, according to rulings of the Comp- 
troller General, must be specifically included in basic legis- 
lation or appropriation acts. 

Sections 13 and 14 of the Senate bill, as indicated above, 
have not been included in the Department’s annual appro- 
priation acts. 

Section 13 would authorize the Department to pay the 
costs of water purchased by personnel located in non-Govern- 
ment-owned quarters at foreign posts. The cost of water in 
certain places is a large item of necessary living expense. The 
Government now furnishes water to employees housed in 
Government-owned or Government-rented quarters, but it is 
unable to do so for those who live in privately rented quarters. 
Military personnel stationed abroad receive allowances for 
water under the name of commutation of quarters. 

This section was included by the Senate Committee on 
Appropriations in the Department’s appropriation bill for 
fiscal year 1956 and was passed by the Senate. The item, 
however, was deleted in conference because it was regarded 
as legislation on an appropriation bill. 

Thereafter the chairman of the Senate Subcommittee on 
Department of State Appropriations suggested to the chair- 
man of the Senate Foreign Relations Committee that appro- 
priate legislative action be taken with respect to the 
provision. 

Section 14 would permit the advance payment of allow- 
ances to employees where their contracts or commitments 
require prepayment. 

his provision, like section 13, was considered and passed 
by the Senate as an amendment to the Department of State 
appropriation bill, 1956. The amendment was also deleted 
in conference and was referred to the chairman of the Senate 
Foreign Relations Committee for appropriate action. 

In many localities housing leases are obtainable only if rent 
is paid in advance for long periods of time. Employees are 
frequently forced to borrow money in order to rent quarters 
where local business practice demands rentals for periods of 
fi months to a year in advance. This provision would not 
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authorize the payment of additional allowances. It would 
merely permit payment of existing allowances in advance 
when required. 

The Committees on Appropriations of the House and the 
Senate have been very understanding of our problems and 
have included authorities and exemptions which have per- 
mitted the Department to operate more efficiently. At the 
same time the committees have urged the Department to ob- 
tain legislative authority for those items which are subject 
to a point of order. The proposals in the revised draft of 
this bill are in answer to that request. 

Items set forth in sections 1 to 12, inclusive, of this pro- 
posed legislation are contained in the Department’s appro- 
conten bill for fiscal year 1957 which has been passed by 

th Houses. 

Since the passage of S. 2569 by the Senate we have dis- 
cussed its provisions with the Bureau of the Budget which has 
suggested certain revisions which, we believe, strengthen the 
measure. 


* * * * * 
ANALYSIS OF THE BILL 


Section 1. Passport and despatch agencies 


This section gives the Secretary of State authority to establish, 
maintain, and operate passport and despatch agencies. 

Passport agencies —The first passport agency was established in 
New York City on January 2, 1916, in order to furnish the public with 
better passport facilities at the principal port of embarkation than 
could be supplied by the central office in Washington. Subsequently 
as the need arose other offices were established at San Francisco (1918), 
Chicago (1921), Seattle (1921), New Orleans (1921), and Boston 
(1925). These agencies suppiy passport, citizenship, and general travel 
information which could not otherwise be obtained except by com- 
munication with the Department. They take applications for pass- 
ports, amend passports, and in emergency cases issue passports after 
due authorization by the Department. They render a necessary 
service by diverting a vast amount of correspondence and routine 
from the Department and have saved time and correspondence to 
thousands of passport applicants. All fees collected are deposited in 
the United States Treasury. These amounts far exceed the costs of 
operating the agencies. 

The first agency in New York was financed initially from the appro- 
priation made to the President for the relief, protection, and transpor- 
tation of American citizens in World War I. In 1918 an estimate 
was submitted to Congress for the New York and San Francisco offices 
bg was enacted in the Appropriation Act of July 3, 1918 (40 Stat. 
770). 

On January 11, 1921 (3d sess., 66th Cong., Congressional Record, 
p. 1278), the legislative, executive, and judicial appropriation bill was 


under consideration in the Committee of the Whole House on the 
State of the Union when an amendment was proposed providing for 
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Byes bureaus” at New York and San Francisco. The question 
of authorization was raised and the Chairman held: 


The Chair thinks it would be a violent presumption to 
hold that mere authority to issue passports would authorize 
the creation of a bureau, with employees and office expenses, 
and therefore the Chair sustains the point of order. 


Subsequently the House conferees agreed to the inclusion of the 
provision and the item was enacted. Since then it has been carried in 
each annual appropriation act. 

Despatch agencies.—The United States Despatch Agency was estab- 
lished by the Department of State at New York City on November 
18, 1830, and now maintains branch offices at New Orleans, La., and 
San Francisco, Calif. This organization is the foreign freight divi- 
sion of the Department and it is a vital component of the Department 
of State in support of its 267 diplomatic and consular posts. It is the 
oldest, most experienced branch of the Federal Government dealing 
today in ocean transportation. Because of its organization and pro- 
ficiency, the Despatch Agency has performed for many years the for- 
eign freight forwarding services of other Government departments. 

In addition to its foreign freight duties, the United States Despatch 
Agency maintains reference files of Foreign Service post reports, which 
are consulted by interested business firms and official travelers; meets 
and despatches congressional and other high ranking officials, as well 
as medical cases, arriving and departing day or night by air, rail or 
steamer; serves as ocean shipping adviser to Government departments 
and supplier of Foreign Service; and maintains control records on time 
and weight allowances for shipments of Government employees, 

Funds for the compensation of despatch agents have been authorized 
annually by the Congress since July 1, 1886 (24 Stat. 109), when funds 
were authorized to the Department for year 1887. 


Section 2 


This section provides that the Secretary of State, when funds are 


specifically appropriated, may do a number of specific acts enumerated 
in the subsections of section 2. 


Section 2 (a). Printing and binding 

This provision permits the Secretary to authorize printing and bind- 
ing outside the continental United States without regard to section 11 
of the act of March 1, 1919 (44 U.S.C. 111). The act of March 1, 
1919, provides that all printing be done at the Government Printing 
Office and authorizes a Joint Committee on Printing which can issue 
waivers for printing at locations other than at the Government Print- 


ing Office. 

For fiscal year 1946 the Department recommended and the Congress 
approved a waiver of this provision for the “International confer- 
ences” appropriation. The reasons given and accepted were that be- 
cause of the nature of the activities under this appropriation and the 
emergency situations which arise it was considered impracticable to 
comply with the et that all printing and binding be done 
inting Office. 


at the Government 
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For fiscal year 1947 the Department requested that a waiver be in- 
cluded in the appropriation “Printing and binding, Department of 
State,” which has now been merged under the title of “Salaries and 
expenses, Department of State.” At the time the Department ex- 
plained that the distance of posts from Washington made the clearing 
of requests both costly and time consuming. At the present time the 
need for the exemption continues not only because of the time and dis- 
tance factor but also because of the higher costs in the United States 
for paper and labor. In addition to the higher cost of printed matter 
approximately 25 percent of the cost of printing would have to be 

ed for shipping the material overseas. 

The waivers mentioned have been repeated each year in the appro- 
priation made to the Department of State. 

Section 2 (b). Storage of household goods 

This subsection permits the Department to pay the costs incident to 
storing an employee’s household and personal effects when the Depart- 
ment assigns an employee to a post where quarters are furnished. It 
appears for the first time in the appropriation act for 1954, and is re- 
peated annually as the result of a recommendation of the Senate Com- 
mittee on _—— in its Report 309 of May 28, 1953, to 
accompany H. R. 4974. The report reads: 


The committee is recommending a language provision to 
overcome a situation which has arisen from the operation of 
section 911 (4) of the Foreign Service Act of 1946 which 
authorizes payment “for the cost of storing the furniture 
and household and personal effects of an officer or employee 
of the Service who is absent under orders from his usual 
post of duty, or who is assigned to a post to which, because 
of emergency conditions, he cannot take or at which he is 
unable to use his furniture and household effects.” The 
committee feels and the Department concurs that substantial 
funds could be saved if the Department were authorized to 
provide storage of employee’s personal effects in any case 
where the cost would be more economical than transporting 
the personal effects to a first 1 gt post of duty. The 
following language amendment has been inserted in the bill: 

“The cost of transporting to and from a place of storage 
and the cost of storing the furniture and household and 
personal effects of an employee of the Foreign Service who 
18 mee to a post at which he is unable to use his furniture 
and effects, under such regulations as the Secretary may 
prescribe.” 


Section 2 (c). Employment of aliens by contract 

This provision is required by the Department to contract for the 
services of aliens overseas. At certain posts abroad it is more advan- 
tageous and less costly to the Government to contract for the inter- 
mittent services of aliens for cleaning, repair and maintenance and 


related work than to employ them continuously as employees of the 
Foreign Service. 
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This provision was first approved by Congress in the Department of 
State Appropriation Act for 1950 and has been repeated each year. 


Section 2 (d). Official functions and courtesies 


This subsection provides the Secretary of State with authority to 
provide for official functions and courtesies. The Foreign Service 
Act of 1946, as amended, provides that the Secretary is authorized 
to grant to any officer or employee of the Foreign Service who is a 
citizen of the United States “allowances in order to provide proper 
representation of the United States by officers or employees of the 
Service.”” However, the Secretary of State and departmental officers 
may not receive an allowance under the Foreign Service Act. 

The Comptroller General has ruled that unless the appropriation 
act or authorizing legislation contains specific authority for the use 
of funds for this purpose, appropriated funds are not available (5 
Comp. Gen. 455; 26 Comp. Gen. 283). 

This authority will permit the Secretary to provide for receptions 
and social activities. tt would authorize the Secretary to provide the 
same courtesies to distinguished foreign officials and visitors as are 
extended to him and his subordinates when they visit other countries. 
It will enable the Secretary to extend the hospitality of the United 
States when prominent officials and exchange visitors come to Wash- 
ington, the Nation’s Capital, te meet and consult with legislative, 
judicial, and executive officials. It will also allow the Secretary and 
other appropriate United States officials representing the Department 
to hold receptions and other official functions and to extend courtesies 
to representatives of other governments at international conferences 
and meetings. 


Section 2 (e). Purchase of uniforms 


This provision has been carried in the appropriation language since 
fiscal year 1927, when the Comptroller General ruled that without spe- 
cific authority the appropriations could not be used for that purpose. 
Prior to that time it had been customary to outfit the local employees 
in accordance with local custom. 

The Assistant Secretary of State, Mr. Wilbur J. Carr, at the hear- 
ings on the Department of State appropriation bill, testified on Janu- 
ary 12, 1926, as follows: 


* * * Heretofore there has not been any question about the 
contingent fund being available for buying water and ice 
where water and ice were necessary. There is no question 
about that fund being available for advertising, or for uni- 
forms, liveries, etc., but the Comptroller General has recent] 
ruled that unless they are named in the appropriation, he will 
disallow those items in the accounts. Therefore, we have no 
other alternative except to include them as specific items in 
the appropriation. 


The Congress has since that time recognized the desirability of 
providing for the cost of a uniform where the Government requires 
it as a part of employment and has approved the Federal Employees 
Uniform Allowance Act of September 1, 1954 (68 Stat. 114). This 
act provides a maximum of $100 a year which is more than the De- 
partment might allow in some cases but less than is necessary, as the 
cost, depending on the post and the type of uniform, may vary from 
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$10 to $150 _ employee per year. The Department therefore 
requires general authority to purchase uniforms because of the varying 
sg, 2 og and varying costs for uniforms in different countries. 
niforms are provided only where local custom requires them for 
such positions as chauffeurs, messengers, elevator operators, nurses, 
doctors, doormen, and Marine guards. Marine guards must be pro- 
vided with civilian clothing because of local regulations regarding the 
wearing of military uniforms. Replacement standards vary in each 
area of the world. On the average, one summer and one winter outfit 
are provided each year. 
Section 2 (f). Payment of tort claims 

This provision was proposed for the first time in the budget for 
fiscal year 1957 and was approved by the House and the Senate. The 
provision would authorize the Secretary of State or his designee to 
settle any tort claim against the United States for money damages of 
$1,000 or less arising in a foreign country. The Secretary now has 
this authority for claims arising in the United States. 

Similar authority was previously granted in the following appro- 
priations: (1) the appropriation for the United States Information 
Agency (1956), and (2) the appropriation for Government in occu- 
pied areas (1956). e International Cooperation Administration 
also pays for such claims — abroad. 

The 1957 appropriation bill for the Department of State was con- 
sidered under a resolution waiving all points of order. In the discus- 
sion on the resolution (H. Res. 484) Mr. Rooney, chairman of the 
Subcommittee on Appropriations said in reference to this item: 


The first [point of order] is in connection with the State 
Department with 5 ge to the payment of tort claims in the 
manner authorized by the first paragraph of section 2672 as 
amended by (of) title 28 of the United States Code when 
such claims arise in foreign countries. This provision would 
merely permit the Department of State in the event of an 
automobile accident or some other tort claim abroad to 
have the same authority which the United States Informa- 
tion Agency and the International Cooperation Administra- 
tion now have, giving the Secretary of State or his designee 
overseas the right to settle such claims up to the amount of 
$1,000 without a great deal of redtape * * * (Congressional 
Record, Apr. 25, 1956, p. 6241). 


Section 3 (a). Motor vehicle insurance 


This subsection provides the Secretary with authority to obtain 
insurance on official motor vehicles operated by the Department of 
State in foreign countries and pay the expenses incident thereto. 

Specific authority is required under a ruling of the Comptroller 
General (19 Comp. Gen. 798) which states that in the absence of 
statutory authority a Government agency may not use appropriated 
funds to cover a possible tort liability of the Government. 

Under this provision the Secretary may obtain insurance not only 
in those countries where required by law of the country but also in 
those countries where the policy of the foreign office or regulation of 
local authority make it desirable in the interests of the United States 
to comply with such policy or regulation. 


90015°—57 H. Rept., 84-2, vol. 4———-5 
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As an example, in Italy the Italian Ministry of Foreign Affairs has 
called attention to the unusually hazardous traffic conditions in Italy, 
particularly in Rome, and its realistic concern about the operation 
of uninsured cars in Italy. 


Section 3 (b). Tie lines 


Authority for teletype rentals was authorized in the appropriation 
act of July 5, 1946 (60 Stat. 446), covering expenses for the fiscal year 
1947. In the following year authority was given for the rental of tie 
lines in the appropriation act of July 9, 1947 (61 Stat. 279). These 
authorities have been repeated each year. 

The rental of tie lines and teletype equipment are considered in the 
nature of normal contingent expenses of the Department which is oper- 
ating a highly complex communications system utilizing commercial 
and military facilities. Teletype equipment and tie lines are required 
for intraoffice, interbuilding, and interdepartmental lines for expedi- 
tious service where the traffic provides economical operation or 
security. 


Section 3 (c). Ice and drinking water 


This provision was first proposed in the budget for 1927, inserted 
in the appropriation act for that fiscal year and since then has been 
reenacted each year. 

Prior to 1927 ice and drinking water was considered a normal con- 
tingent expense at posts abroad where local conditions required its 
purchase to protect the health of employees because the local water, if 
available, was contaminated. However, on August 5, 1925, the Comp- 
troller General ruled that the appropriation made no provision for the 
purchase of drinking water. 

In support of the item Mr. Wilbur J. Carr then Assistant Secretary 
of State, said in the hearings in answer to the question, ‘“You would 
like to be sure of being able to provide water and ic:?” 


Of course, you understand that in some parts of the world 
this is necessary. I should preface this by saying that we 
have no desire to do unusual or unreasonable things with 
the moneys which are given tous. What we are trying to do 
is to carry on the service in an economical and businesslike 
way and we consider it the part of a businesslike conduct of 
the service in certain places in certain parts of the world, 
where the water supply is not satisfactory, to let the officer 
buy the water which he uses in his office for drinking pur- 
poses as a way of safeguarding the health of the officer and 
keeping him fit to run the office. If we do not charge that to 
the Government, the officer will have to buy it himself, which 
simply means that we are reducing the amount that he will 
have to live upon. We think that is a perfectly businesslike 
thing to do. 

The Comptroller does not dispute that, but he only claims 
that it is not named among the items that Congress intended 
we should spend the money for. I think that it is very 
verte that it should be mentioned in the bill (Department of 

tate Appropriations, 1927, hearings, p. 55). 


Section 3 (d). Excise taxes 


Special authority to pay “excise taxes on negotiable instruments” 
was requested in the 1944 budget as a result of disallowances of the 
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Comptroller General for expenditures for taxes fixed by the laws of 
foreign countries on checks drawn or negotiated in connection with 
public business. 

It was and is the opinion of the Department that Foreign Service 
officers should be able to avail themselves of local banking facilities 
for official purposes in the interest of efficiency and security. The 
Comptroller General held in 19 Comptroller General that the ap- 
propriation “Contingent expenses, Foreign Service’ was not avail- 
able to pay for Canadian check stamps in the absence of specific 
statutory authority. Authority was in the appropriation act of July 1, 
1943 (57 Stat 275) and has been repeated annually. 


Section 8 (e). Transporting remains of deceased exchanges 


This subsection provides for the payment of actual expenses of pre- 
paring and transporting to their former homes the remains of persons, 
not United States Government emplovees who may die away from 
their homes while participating in international exchange activities 
under the jurisdiction of the Department of State. This provision was 
first proposed and approved by the Congress in the appropriation 
“Cooperation with the American Republics” for fiscal year 1948 and 
has been reenacted annually. It is now a part of the international 
exchange activities. 

The provision is necessary since it is the primary responsibility of 
the United States Government as host to provide for these types of 
expenses for visiting foreign dignitaries, leaders, specialists, and 
trainees. There have been several instances in past years where citi- 
zens of other countries have died while away from their homes par 
ticipating in the exchange program. 


Section 3 (f). Relief, protection, and burial of American seamen 

This subsection provides for the relief, protection, and burial of 
American seamen and alien seamen from United States vessels in 
foreign countries and in the United States Territories and possessions. 

This is the oldest clause in the Department of State appropriation 
act relating to an act of 1796. Today it is a contingent item. The 
United States Government has not paid for the cost of the burial 
of an American seaman for the past 5 years as the Government seeks 
to have the seaman’s employer bear these and other costs. 

The first appropriation for the relief of American seamen was 
passed in the days of impressment and detention on May 28, 1796 
(1 Stat. 477). Congress authorized the President to appoint two 
or more agents, one in Great Britain and others at such ports the 
President might elect to protect American seamen. The act of March 
3, 1801 (2 Stat. 120), appears to be the first continuing appropria- 
tion for this purpose which stated: “For relief of American seamen, 
thirty thousand dollars.” The word “protection” was added in the 
act of February 26, 1810 (2 Stat. 562). The word “burial” was 
added in the act of February 24, 1927 (44 Stat. 1183). 

Section 3 (g). Expenses of rescue 

This subsection provides for the expenses incurred in the acknowl- 
edgment of the services of officers and crews of foreign vessels and 
aircraft in rescuing American seamen, airmen, or citizens from ship- 
wreck or other catastrophe abroad or at sea. 

The first appropriation of this kind was made for the fiscal year 
1853. In the act approved March 3, 1853 (10 Stat. 182), there was 
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included an item for expenses which may be incurred in acknowledging 
the services of masters and crews of foreign vessels in rescuing 
American citizens and American vessels from shipwreck, $2,000. 

It was not among the appropriations of 1854, but beginning with 
the year 1855 it has been made every year except for the year 1861. 
The amount varied from $2,000 in 1856 to $10,000 in 1859, 1860, 1862, 
1867, and 1868. In most years it was for either $4,500 or $5,000. 

In 1928 the amount was $2,000. For fiscal year 1954, when no specific 
amount was appropriated, the costs under this provision of acknowl- 
edgment of the services of officers and crews for rescuing the seamen 
of 2 United States fishing vessels were $1,448.10—$603.73 to the res- 
cuers of the Sun Voyager and $844.37 to rescuers of the Santa Barbara. 

In the first few years the appropriation was for the rescue of citi- 
zens and vessels of the United States or American seamen. From 1885 
it has been for the rescue of American seamen or citizens. ‘The Comp- 
troller of the Treasury having ruled that the appropriation was ap- 
plicable only to shipwrecks due to the ordinary perils of the sea and 
not to the destruction of the vessel by the act of a public enemy, 
it was broadened in 1920 to include rescue from “every catastrophe at 
sea’’ in order to cover vessels destroyed by submarine attack or as the 
result of naval operations. In 1947 the hazards of the air were 
acknowledged by including the words “aircraft, airmen and abroad” 
(60 Stat. 450-452). 


Sections 8 (h). Rent of buildings 
This provision, which has been carried in modified form in annual 


appropriation acts, is similar to the following authorization contained 
in the State Appropriation Act, 1931: 


(U. S. C, 291) 


The Secretary of State may lease or rent, for periods not ex- 
ceeding ten years, such buildings and grounds for the use of 
the Foreign Service as may be necessary; and he may in 
accordance with existing practice without cost to them, and 
within the limit of any appropriation by Congress, furnish 
the officers and employees in the Foreign Service with living 
quarters, heat, light, and household equipment in Govern- 
ment-owned or rented buildings, at places where, in his 
judgment, it would be in the public interest to do so, notwith- 
standing the provisions of section 70 of Title 5; * * * (46 
Stat. 177). 


Rental for periods of 10 years or more is provided in the Foreign 
Service Buildings Act of 1926, as amended. 

The proposed provision resulted from the Department’s experience 
in being forced to acquire leases on a long-term basis and being re- 
quired to make payments in advance, which is prohibited by title 31, 


United States Code, section 529, unless authorized by an appropriation 
or other law. Provision for payment in advance was first approved 
in the 1949 Appropriation Act. 


Section 3 (i). Maintain rented properties 
The purpose of this provision is to permit the Department to man 


the property rented or leased under 3 (h) in such a manner as 
provide economical operation and security. The Secretary presently 
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has authority for those properties acquired under the terms of the 
Foreign Service Buildings Act of 1926, as amended (22 U.S. C. 296). 
Section 4 (a). Expenditures for unforeseen emergencies 

Authority for an appropriation to the President for unforeseen 
emergencies arising in the diplomatic and consular service appears 
in the Appropriation Act of 1887 (24 Stat. 481). Prior to that time 
other amounts had been appropriated to be spent on the certificate of 
the Secretary of State for expenses in connection with the Neutrality 
Act. 

This subsection limits expenditures ‘from such amounts as may 
be specifically appropriated therefor” for unforeseen emergencies in 
the diplomatic and consulgr service. It is further provided that “to 
the extent authorized in appropriation acts” funds expended for such 
pk eg may be accounted for in accordance with section 291 of the 

evised Statutes (31 U.S. C. 107): 


Whenever any sum of money has been or shall be issued, 
from the Treasury, for the purpose of intercourse or treaty 
with foreign nations, in pursuance of any law, the President 
is authorized to cause the same to be duly settled annually 
with the General Accounting Office, by causing the same to 
be accounted for, specifically, if the expenditure may, in his 
judgment, be made public; and by making or causing the 
Secretary of State to make a certificate of the amount of 
such expenditure as he may think it advisable not to specify; 
and every such certificate shall be deemed a sufficient 
voucher for the sum therein expressed to have been expended 
(sec. 291 of the Revised Statutes; 42 Stat. 24). 

Section 4 (6). Delegation to subordinates 

Because of the nature of section 291 of the Revised Statutes it is 
considered necessary to have specific authority to delegate to subordi- 
nate officials authority to make a certificate when it is advisable not to 
specify the details of the expenditure. 

The Secretary now has the following authority: 


(5 U.S. C. 151c) 


The Secretary of State * * * may delegate authority to 
performany * * * functions to officers and employees under 
his direction and supervision (63 Stat. 111). 


Section 5 (a). Expenses of participation 

This subsection provides basic authority for those activities funded 
from the appropriation ‘International Contingencies” which have not 
otherwise been authorized by treaty, convention, or Act of Congress. 

Funds for “International Contingencies” were first appropriated to 
the Department for the fiscal year 1945 and have since been appropri- 
ated annually. Secretary Cordell Hull in explaining the purposes of 
the appropriation stated to the Committee on Appropriations that it 
would “permit full ticipation in accordance with our national 
interests with other United Nations in international meetings, con- 
ferences, congresses, and in less formal cooperative endeavors, as well 
as to meet the initial contributions to international groups.” 

This section will provide basic authority for participation in those 
activities which heretofore have been authorized annually under spe- 
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cific appropriation acts. The committee recognizes the Department’s 
need for an authorization to enable it to request funds for such pur- 
poses. The proviso has been added to make clear the committee’s 
intent that this. basic authorization does not grant authority to the 
Department to accept membership or participate on a continuing 
basis without the approval of Congress in the activities of an inter- 
national organization. 


Section 5 (b) (1). Employment of aliens 


This provision is included because of the restriction against employ- 
ment of aliens in the United States which is contained in the Supple- 
mental Appropriation Act, 1953 (Public Law 547, 82d Cong.). 


Section 5 (6) (2). Travel expenses 


This provision permits the Department under strict internal regula- 
tion to pay travel expenses and per diem for participants at interna- 
tional conferences with regard to the Standardized Travel Regulations. 
Participants at conferences are given quarters (see sec. 5 (b) (4) be- 
low) at a specific hotel which becomes a State Department office and 
in addition, a reduced per diem for living expenses. Frequently the 
site of an international conference will be established by the host 
government in a resort area where lodging and meals are considerably 
more costly than the usual rate allowed by the Standardized Travel 
Regulations for the city or country in question. 

Section 5 (b) (8). Travel expenses of WOC’s 

Occasionally persons who are not in the employ of the United States 
Government serve without compensation as officially accredited mem- 
bers of United States delegations to international conferences and re- 
lated activities. Persons who serve without compensation should re- 
ceive the same per diem in lieu of subsistence as is paid other members 
of the delegation. However, section 5 of the Administrative Expenses 
Act of 1946, as amended, limits to $15 the per diem in the United States 
and the standardized foreign rates that may be paid persons who serve 
without compensation (5 U.S. C. 73b-2) (60 Stat. 808). This pro- 
vision would place all members of the delegation on an equal basis for 
their travel expense. 

Section 5 (b) (4). Rental of quarters 


Frequently in order to provide adequate quarters for the United 
States delegation it is necessary to contract for a block of rooms at a 
specific hotel. 

Section 6. Expenses in connection with ICAO 

This provision which has been included annually in appropriation 
acts since 1949 (62 Stat. 309) authorizes the use of section 8, the 
administrative provisions, of the United Nations Participation Act of 
1945 (22.U. S. C. 287e) for the expenses incurred in connection with 
the participation of the United States in the International Civil Avia- 
tion Organization. Since 1951 the provision (64 Stat. 610) has been 
in the appropriation entitled, “Missions to International Organiza- 
tions.” 

The United States participation in ICAO is pursuant to the Con- 
vention on International Civil Aviation ratified by the President on 
August 6, 1946, upon the advice and consent of the Senate (TIAS- 
2816) (61 Stat. 1180). Since there is no basic legislation the adminis- 
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trative provisions of the United Nations were authorized in the ap- 
propriation act for 1949. 


Section 7. Proceeds of sale of motor vehicles 


This section is similar to a provision which was first authorized to 
the Department of State in 1946 (60 Stat. 452) and applied to all 
agencies of the Government in Public Law 600 of August 2, 1946. 
Since then it has been authorized in all Department of State appro- 
priation acts. 

In 1949 the basic authority to sell or exchange personal property and 
utilize the proceeds for similar items was restated in section 201 (c) 
of the Federal Property and Administrative Services Act of 1949 (40 
U.S. C. 481 (c)). The law provides no time limitation for the use 
of the proceeds of sale but in Accounting Systems Memorandum No. 
23, revised as of June 19, 1953, the Comptroller General set a time 
limitation which provides— 


that funds obtained from the sale of personal property will 
be available during the fiscal year in which the sale is made 
and for one fiscal year thereafter for obligation for the pur- 
chase of similar items of personal property. 


Under this ruling the Department can satisfactorily operate its 
domestic and its normal overseas replacement program but finds the 
time too short for the sale or exchange of motor vehicles in possession 
of the Foreign Service abroad. 


Section 8. Transfer of funds 


This section gives authority to the Secretary to make funds available 
to other agencies for direct expenditure for the purposes for which the 
funds were appropriated, when authorized in an appropriation act 
or other law. it is permissive authorization which does not give the 
Secretary any new authority. 

In the current appropriation act for ‘American Sections, Interna- 
tional Commissions”’ relating to the work of the International Joint 
Commission, there is a clause similar to the proposed section 8 which 
reads as follows: 


Provided, That transfers of funds may be made to other agen- 
cies of the Government for the performance of work for which 
this appropriation is made. 


This authority, or similar wording, has appeared in appropriation 
acts since 1931 and provides for the transfer of funds for special and 
technical investigations to the Geological Survey of the Department 
of the Interior and the Public Health Service of the Department of 
Health, Education, and Welfare. 

The wording of section 8 is a modification of the appropriation 
language contained in the Department of State Appropriation Act 
1931 (46 Stat. 182) under the heading of “‘Waterways Treaty, United 
States and Great Britain, International Joint Commission, United 
States and Great Britain,’”’ which reads as follows: 


* * * to be disbursed under the direction of the Secretary 
of State, who is authorized to transfer to any department or 
independent establishment of the Government, with the 
consent of the head thereof, any part of this amount for 
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direct expenditure by such department or establishment for 
the purpose of this appropriation. 
Section 9. Exemption from Revised Statute 3741 
This section was originally approved by the House Appropriations 
Committee and passed by the Congress in the Department of State 
-Appropriation Act, 1941, May 4, 1940 (54 Stat. 187). Subsequently 
it has been included in each appropriation act since then. No point 
of order has been taken during the past 16 years although the item 
is subject to a point of order since it waives basic legislation. 
This provision waives the requirement of law originally passed by 
the Congress in 1808 and referred to as section 3741 of the Revised 
Statutes (41 U.S. C. 22) which provides that: 


In every contract or agreement to be made or entered into 

or accepted by or on behalf of the United States, there shall 
be inserted an express condition that no Member of or Dele- 
gate to Congress shall be admitted to any share or part of 
such contract or agreement, or to any benefit to arise there- 
upon. 


Prior to 1939 the Department assumed that the statute did not 
apply to contracts entered into outside the United States, in foreign 
countries. On November 24, 1939, the Comptroller ruled (B-6494) 
(19 Comp. Gen. 519) that— 


There appears no basis for construing section 3741, Revised 
Statutes, as inapplicable to contracts entered into or for per- 
formance in a foreign country and while it may be conceded 
that participation by a Member of or Delegate to Congress 
in such a contract may be remote and improbable, such par- 
ticipation is not impossible. Consequently, such contracts 
should contain the “express condition” required by sec- 
tion 3741. 


The Department of State proposed the exemption to the subcom- 
mittee of the House Appropriations Committee on December 6, 1939, 
on the basis that inclusion of the clause in contracts negotiated in 
foreign countries involved a reflection on the Government of the 
United States. 

The provision, ‘““That nothing in this section shall be construed to 
waive the provisions of section 431 of title 18 of the United States 
Code,” refers to the code title on Crimes and Criminal Procedure. 
The reference to title 18, United States Code, section 431 follows: 


Whoever, being a Member of or Delegate to Congress, or 
a Resident Commissioner, either before or after he has quali- 
fied, directly or indirectly, himself, or by any other person in 
trust for him, or for his use or benefit, or on his account, 
undertakes, executes, holds, or enjoys, in whole or in part, 
any contract or agreement, made or entered into in behalf 
of the United States or any agency thereof, by any officer or 
person authorized to make contracts on its behalf, shall be 
fined not more than $3,000. 

All contracts or agreements made in violation of this 
section shall be void; and whenever any sum of money is 
advanced by the United States or any agency thereof, in con- 
sideration of any such contract or agreement, it shall forth- 
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with be repaid; and in case of failure or refusal to repay the 
same when demanded by the proper officer of the department 
or <. god under whose authority such contract or agreement 
shall have been made or entered into, suit shall at once be 
brought against the person so failing or refusing and his 
sureties for the recovery of the money so advanced (June 25, 
1948, c. 645, 62 Stat. 702). 


Section 10. Travel of personnel outside continental United States 


This section was originally included as a general provision of the 
Department of State Appropriation Act for 1949 by the House Appro- 
priations Committee. 

It was developed in response to a request by the chairman of the 
subcommittee of the House Appropriations Committee for the Depart- 
ment of State for recommendations to meet problems arising from 
regulations and decisions of the General Accounting Office. The lan- 
guage originally appeared as section 106, Public Law 579, 80th Con- 
gress, June 3, 1948 (62 Stat. 316). Since then it has been repeated in 
each annual appropriation act. 

This provision permits the Department to budget and control 
expenses of a planned transfer program. It permits the Department 
to charge the total costs incurred in connection with each travel 
authorization for travel, per diem, and transportation of effects to 
the appropriation current at the time either the travel or transpor- 
tation begins. Under current regulations and rulings of the Comp- 
troller General obligations incident to travel of personnel outside the 
continental United States, including travel of dependents and trans- 
portation of personal and household effects are incurred and are 
chargeable against the appropriation current at the time as follows: 
(a) Travel—(1) at the time the ticket is purchased if travel is to 
commence within the current year; (2) at the time the travel com- 
mences if ticket was purchased in a prior fiscal year; (6) per diem—at 
the time per diem occurs; and (c) transportation of effects—at the 
time a bill of lading is served upon the carrier. These interpretations 
are contained in decisions of the Comptroller General given in 26 
Comp. Gen. 961 (1947), 27 Comp. Gen. 25 (1947), 27 Comp. Gen. 764 
(1948). 

In transferring personnel from one post to another it requires a 
period of 6 months to a year or more to complete the transfer of an 
employee, his dependents and effects. Under existing rulings the costs 
involved usually must be charged to 2 fiscal year appropriations which 
creates a large volume of work and adjustment of accounts. Under 
this provision the charges can be placed against the appropriation 
requested for the planned transfers. 


Section 11. Use of official motor vehicels 


This section was originally approved by the House Appropriations 
Committee as section 107 of the Department of State Appropriation 
Act, 1950, Public Law 179, 81st Congress, July 20, 1949 (63 Stat. 457). 
It has been reenacted in each annual appropriation act. 

The section provides for a waiver of 5 U.S. C. 78 (c) with regard to 
the prohibition of use of vehicles for other than official purposes to 
permit the use of Government-owned vehicles in foreign countries for 
transportation of United States Government employees between their 
residence and place of employment when public transportation facil- 











18 CERTAIN AUTHORITY FOR DEPARTMENT OF STATE 


ities are unsafe or are not available. This authority is presently used 
when conditions warrant transporting employees in countries of unrest 
or where public transportation facilities are unsafe or are not available. 


Section 12. Rate of per diem for exchangees 


This provision with a limitation of $12 per diem was submitted to 
the Congress in the budget for fiscal year 1953, approved by the House 
Committee on Appropriations in its report No. 1665 on March 28, 
1952 and was enacted as section 109 of the Department of State Ap- 
propriation Act, 1953, of July 10, 1952, Public Law 495 (82d Cong., 
2d sess.) (66 Stat. 555). Since then it has been reenacted in each 
annual appropriation act. 

The United States Information and Educational Exchange Act of 
1948 authorized the Secretary of State under such regulations as he 
might prescribe to pay a per diem (22 U.S. C. 1472) not to exceed 
$10, in lieu of subsistence and other expenses, to citizens or subjects 
of other countries. The maximum rate of $10 was authorized on Jan- 
uary 27, 1948, when the maximum rate authorized for United States 
Government employees was $6 per day. The 166 percent difference in 
maximum rates was in recognition of the need to prescribe a higher 
rate for foreign participants coming to the United States under the 
educational exchange program. The maximum rate, except in limited 
cases wherein grantees may convert their own currencies to dollars con- 
stitutes, then as now, the sole source of funds to cover all living costs, 
and certain travel costs, while in this country. 

On June 9, 1949, the per diem of United States Government em- 
ployees was increased to $9 by the Travel Expense Act of 1949. The 
difference in the maximum rate dropped to 110 percent. On July 10, 
1952, when the Congress approved the increase from $10 to $12 in the 
maximum rate payable to foreign participants in the Department of 
State Appropriation Act, the difference in maximum rate increased 
to 133 percent. On July 28, 1955, when the Travel Expense Act of 
1949 was amended, the rates became equal, even though the amounts 
paid to foreign participants must cover taxi fares, telephone calls, and 
similar expenses for which an employee of the United States can be 
reimbursed in addition to his per diem. 

Some categories of exchanges, such as those resident in school, are 
paid less than the present maximum. However, for foreign leaders 
and specialists who are required by the purposes of their grants to per- 
form extensive travel, to utilize higher standards of accommodations, 
and to meet people of prominence the present maximum is inadequate. 

This section permits the Secretary of State with the approval of the 
Bureau of the Budget to set both the maximum and the intermediate 
rates for the various categories of exchanges. Rates are set after a 
careful study of living costs of the exchanges compared with studies 
of the cost of living of travelers in the United States. After a careful 
review by the Bureau of the Budget the approved rates are published 
in the Federal Register and appear in the Code of Federal Regulations, 
title 22, part 65. 


Section 18. Allowance for water 
This provision authorizes the Department to pay the costs of water 
purchased by personnel located in non-Government-owned quarters 


at foreign posts. The cost of water is a large item of necessary living 
expense which is now available to employees housed in Government- 
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owned or rented quarters and is provided military personnel under 
the name of commutation of quarters. 

Present quarter allowances are calculated on the basis of living 
quarters, heat, light, fuel, gas, and electricity. The item of water was 
apparently omitted from the list of other utilities when the Foreign 
Service Act was originally passed in 1946. 

This section was first considered by the Senate Committee on 
Appropriations, favorably reported and passed by the Senate when 
consideration was given to the Department of State Appropriation 
bill, 1956 (H. R. 5502). The proposal was deleted in conference. 

On July 12, 1955, the Honorable Harley M. Kilgore, chairman of the 
Senate Subcommittee on Departments of State, Justice, and the 
Judiciary, wrote the Honorable Walter F. George, chairman of the 
Foreign Relations Committee as follows: 


In accordance with the authorization granted by the 
committee on conferees on H. R. 5502, the appropriation bill 
for the State Department and other activities for the fiscal 
year 1956, there is submitted for consideration of your com- 
mittee the fotlowing legislative matters previously included 
in the bill as passed by the Senate. Such items were deleted 
by the conferees with the thought that your committee might 
take appropriate action during the present session of the 
Congress. * * * 


Section 14. Advance payment of allowances 


This section waives the provisions of title 31, United States Code, 
section 529 which prohibits the payment of public money in advance. 
It permits the advance payment of allowances to employees where 
their contracts or commitments require prepayment. 

This provision, like the preceding section, was considered for the 
first time by the Senate as an amendment to the Department of State 
appropriation bill, 1956 (H. R. 5502). The amendment was deleted 
in conference by agreement as set forth in Senator Kilgore’s letter of 
July 12, 1955, previously quoted. 

In many localities housing leases are obtainable only if rent is paid 
in advance for long periods of time. This proposal would make it 
unnecessary for employees to borrow money in order to rent quarters 
where local business practice demands rentals for periods of 6 months 
to a vear in advance. Another example is where tuition and other 
educational fees are required to be paid in advance. 

Under activities funded through the Mutual Security Act of 1954, 
as amended, similar payments in advance have been made under 
authority of section 411 (c). 


Section 15. Enabling clause 


This is a standard provision authorizing appropriations to carry 
out the purposes of the act. 
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STRENGTHENING INTERNATIONAL RELATIONS THROUGH CUL- 
TURAL AND ATHLETIC EXCHANGES AND PARTICIPATION IN 
INTERNATIONAL FAIRS AND FESTIVALS 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricxarps, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


{To accompany S. 3116) 


The Committee on Foreign Affairs, to whom was referred the bill 
(S. 3116) to provide for the promotion and strengthening of inter- 
national relations through cultural and athletic exchanges and partic- 
ipation in international fairs and festivals having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

Amend subsection (3) of section 3 to read as follows: 


(3) United States participation in international fairs and 
sitions abroad, including trade and industrial fairs and 
other public or private demonstrations of United States 
industrial accomplishments and cultural attainments: 
Provided, That in order to appropriately represent the United 
States in connection with participation in the Brussels 
Universal and International Exhibition to be held at Brussels, 
Belgium, in 1958, the President is authorized to appoint or 
designate a Commissioner General, by and with the advice 
and consent of the Senate, and not to exceed two other 
principal representatives, who shall receive compensation, 
allowances, and benefits as determined by the President but 
not in excess of that received by a chief of mission at a class 2 
post, pursuant to the Foreign Service Act of 1946, as amended 
(22 U. S. C. 801): Prov further, that no officer of the 
United States Government who is designated under the 
foregoing proviso as Commissioner General or as a principal 
5: aaeailaaltt shall be entitled to receive such compensation ; 
an 


79222—56 








9 PARTICIPATION IN INTERNATIONAL FAIRS AND FESTIVALS 


COMMITTEE ACTION 


The Committee on Foreign Affairs held hearings on a draft bill, 
proposed by the executive branch, providing for cultural and athletic 
exchanges and participation in international fairs and festivals on 
March 6, 7, 13, and 15, 1956, during which testimony was received 
from representatives of the executive departments and agencies con- 
cerned and from interested organizations. S$. 3116 which passed the 
Senate on March 26, 1956, is similar in content to the draft bill on 
which hearings were held. The committee considered S. 3116 in 
executive session on June 20, and ordered it reported with an amend- 
ment. 

PURPOSE 


This bill authorizes the United States to continue the program 
which it has carried on for the past 2 years of participating in foreign 
trade fairs in various parts of the world and of underwriting certain 
expenses of sending United States musicians, theatrical performers 
and athletes to other countries. The program has been financed for 
2 years by the President’s Emergency Fund for International Affairs. 
This bill recognizes the importance and demonstrated success of this 
program and provides formal authorization for its continuation. 

The program for participation in international fairs and for cul- 
tural and athletic exchanges provides an important means of bringing 
to the people of foreign nations a direct contact with important 
aspects of everyday life in the United States. There are large num- 
bers of people in many countries who know little about the United 
States or about international affairs. This is particularly true in 
Asia and Africa where only a few can read and the informational 
media which are of primary importance in the western nations are not 
available. Only a limited number of people have had any contact 
with Americans or any concept of life in the United States. They are 
inclined to identify the United States with the European colonial 
powers and have little basis for a critical evaluation of the charges 
against the United States made in Soviet propaganda. 

The Soviet Union has recognized the importance of these devices 
for reaching important segments of the population in many countries. 
From 1941 until 1954, Communist countries had participated in 133 
trade fairs, the United States officially in none. The Soviet Union 
alone participated in 18 fairs in 1954 and 37 fairs in 1955. In 1954, 
88 cultural and sports delegations from the U. S. S. R. made tours in 
other countries. Last year the figure increased to 148. 

Section 3 (1) and (2) of the bill authorizes the President to provide 
for tours in foreign countries by creative and performing artists and 
athletes from the United States and for United States representation 
in cultural festivals abroad. Such tours are normally arranged by 
nongovernmental booking agencies and performances and exhibitions 
in each country are handled by local people on a regular commercial 
basis. The United States does not make any contribution when a 
tour can meet its own expenses. The United States does, when neces- 
sary and after determining that the particular event contributes to the 
program, underwrite such portion of the cost as is necessary to permit 
the performance to be held in places where travel costs or other factors 
would make it impossible for the tour to be made if it had to pay its 
own way. 
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Section 3 (3) authorizes participation in international trade fairs 
and expositions and other eee and private demonstrations of 
United States industrial achievements and cultural attainments. 
The United States does not directly finance commercial exhibits by 
United States firms. The United States does, however, finance 
exhibits which show aspects of life in the United States. Such fea- 
tures as a ohare furnished house, manufactured goods and appliances 
and a display of mail-order catalogs have been included, as well as 
television and motion picture shows. United States trade teams ma 
be provided at these fairs. Any United States firms desiring to exhibit 
in the fair for commercial purposes rent space in the normal manner. 
The objective of this provision is to present to the large numbers of 
visitors to such fairs a representative exhibit of conditions of living 
in the United States. These exhibits are particularly important 
in countries which are so far distant or where the purchasing power 
is so limited that there is not an important market for United States 
products and where without United States Government participation 
the United States would not be represented. 

Brussels fair—Committee amendment.—The committee adopted an 
amendment authorizing the United States to participate in the Brussels 
Universal and International Exhibition which is to be held in Brus- 
sels in 1958. This Brussels fair is not a normal trade fair, but is an 
international exhibition coming within the scope of the Paris Inter- 
national Convention of 1928, under which such exhibitions cannot be 
held more frequently than at 6-year intervals. Authorization is 

rovided for the appointment of a Commissioner General from the 
United States and two other principal representatives as well as the 
authorization of the necessary expenses for the United States to 
participate. It is estimated that the cost will be of the magnitude of 
$15 million. It is important that the United States act promptly in 
order to participate in the fair. The committee believes that it is 
important that the United States be represented at an event of the 
magnitude and worldwide influence of the Brussels fair. 

Section 3 (4) authorizes the providing of publicity and promotion 
for activities of the type included in the bill. 

Section 4 requires that to the maximum extent feasible (1) private 
contributions of funds and services to the program shall be encouraged 
and (2) the funds appropriated shall be used to meet the expenses of 
activities carried out through normal private channels and by private 
means. 

Section 5 provides a continuing authorization of the funds necessary 
to carry out the program. During the past 2 years $10 million ($5 
million per year) have been provided from the President’s Emergency 
Fund for International Affairs. The request for fiscal 1957 is $9 million 
of which $5,987,400 is for the trade fair program, $2,700,000 for 
cultural exchange and $312,000 is for promotion. 

Section 6 authorizes the President to utilize the administrative pro- 
visions of the United States Information and Educational Exchange 
Act of 1948 in carrying out the provisions of this bill. 

Section 7 provides broad authority for making expenditures of the 
type necessary in connection with participation in fairs and exhibi- 
tions. 

Section 8 gives the President discretion to waive provisions of law 
relating to contracts and the acquisition and disposition of property. 
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This authority is necessary because of the special circumstances in- 
volved in carrying on these activities in foreign countries. For in- 
stance, it is frequently cheaper to give an exhibition hall to the foreign 
government at the end of a fair than it is to tear it down. It also is 
necessary to conform to local procedures in regard to procurement 
and disbursement if exhibits are to be ready in time. 

Section 9 requires that operations under this bill be reported to 
Congress every 6 months. 

Section 10 creates an Advisory Committee on the Arts to assist 
the United States Advisory Commission on Educational Exchange, 
the President, and the Secretary of State in performing their functions 
under this section. Members of the Committee serve without com- 
pensation but are paid actual transportation expenses and per diem 
while away from home in carrying out their duties. Staff and sec- 
retarial service is to be provided to the Committee by the depart- 
mental staff of the United States Advisory Commission on Educa- 
tional Exchange and the International Educational Exchange Service. 

Section 11 authorizes the President to create interagency com- 
mittees to assist in carrying out the purposes of this bill. 

Section 12 directs that certain specified major art fields should be 
included in the program to the greatest extent possible. 
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EXTENDING THE PROVISIONS OF TITLE XIII OF THE CIVIL AERO- 
NAUTICS ACT OF 1938, AS AMENDED, RELATING TO WAR-RISK 
INSURANCE, FOR AN ADDITIONAL 5 YEARS 





JuNeE 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Prizst, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany §., 3412] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 3412) to extend the provisions of title XIII of the 
Civil Aeronautics Act of 1938, as amended, relating to war-risk in- 
surance for an additional 5 years, having considered the same, report 
favorably thereon without amendment and recommend that the 
bill do pass. 

PURPOSE OF THE LEGISLATION 


The purpose of S. 3412 is to extend for 5 years the authority of the 
Department of Commerce to provide war-risk insurance for civil 
aircraft. 

NEED FOR THE LEGISLATION 


The usual commercial insurance policy does not cover aircraft 
against war risk in the event of military hostilities. Air carriers, 
therefore, are reluctant to permit their aircraft to venture into po- 
tential military danger areas. 

Lack of adequate insurance protection would jeopardize mobiliza- 
tion of the country’s air-transport facilities in case of a a 
emergency. For that reason, in 1951 the Congress enacted title XI 
of the Civil Aeronautics Act to authorize the Department of Commerce 
to issue binders insuring United States aircraft against war risk. This 
on orey expired on June 14, 1956, . 

The Department of Commerce has informed your committee that 
if this manos is enacted, binder fees will more than cover expenses 
chargeable to the war-risk insurance fund under peacetime operations. 
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If the program should go into effect in time of war, it is anticipated 
that premiums would keep the insurance fund self-sustaining. 
Enactment of this legislation, therefore, would insure our civil air 
fleet against loss from war risks with little likelihood of any need for 
significant appropriations to.the war-risk insurance fund. 
No opposition has been expressed to the legislation. 


AGENCY REPORTS 


The following letters from interested agencies were considered by 
the committee: 


Civiz Abronavutics Boarp, 
Washington, June 14, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Congressman Priest: This is in reply to your letter of May 25, 
1956, asking the Board for a report on S. 3412, a bill to extend the 
provisions of title XIII of the Civil Aeronautics Act of 1938, as 
amended, relating to war-risk insurance for an additional 5 years. 
(Passed the Senate May 21, 1956.) 

The Board endorsed the enactment of title XIII of the Civil Aero- 
nauties Act at the time it was under consideration in 1950, and now 
favors extending the provisions of this legislation for another 5 years. 

Accordingly, the Board recommends the enactment of S. 3412. 

The Bureau of the Budget has advised that it has no objection to the 
submission of this report. 

Sincerely yours, 
James R. Durree, Chairman, 





Tue Secretary or CoMMERCE, 
Washington, D. C., June 4, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in reply to your request of 
May 25, 1956, for the views of this Department with respect to S. 3412, 
an act to extend the provisions of title XIII of the Civil Aeronautics 
Act of 1938, as amended, relating to war risk insurance for an addi- 
tional 5 years. 

The usual commercial insurance policy does not insure aircraft 
against war risk in the event of outbreak of hostilities. Air carriers 
are, therefore, reluctant to permit their aircraft to venture into poten- 
tial danger areas. Without such insurance the ery de mobilization 
of the country’s air transpc . facilities also would be jeopardized. 
For these reasons the Congress enacted in 1951, title Xi of the 


Civil Aeronautics Act of 1938 which authorized the Department to 
issue binders insuring United States aircraft against war risk in the 
event of outbreak of hostilities. 

This authority will expre on June 14, 1956. S. 3412 would extend 
the war-risk insurance authority for an additional 5 years. If this 
legislation is approved, binder fees to be collected will more than cover 
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expenses chargeable to the war-risk insurance fund under peacetime 
operations. Tt and when the program goes into operation in time of 
war, it is anticipated that premium receipts would keep the insurance 
fund self-sustaining. 

Enactment of the legislation would therefore insure out civil air 
fleet against loss from war risks with little likelihood of any need for 
significant appropriation to the war-risk insurance fund. The Depart- 
ment of Commerce urges early enactment of this legislation in order 
that the civil air fleet may continue to be covered the war-risk 
insurance without danger of lapse. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Stnciarr WEEKs, 
Secretary of Commerce. 





Executive OFFicE OF THE PRESIDENT, 
BurREAv OF THE BupGeEt, 
Washington, D. C., June 21, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: This is in reply to your letter of May 
25, 1956, requesting the views of this office with respect to S. 3412, 
a bill to extend the provisions of title XIII of the Civil Aeronautics 
Act of 1938, as amended, relating to war-risk insurance for an addi- 
tional 5 years. 

The Secretary of Commerce in a report to your committee on 
H. R. 10677, a bill identical to S. 3412, recommended enactment of 
this measure for the reasons set out therein. 

The Bureau of the Budget concurs with the views contained in this 
report and recommends enactment of S. 3412. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XI11 of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman) : 


Section 1312 or Tirie XIII oF tHe Crvit Agronavtics Act oF 1938, 
As AMENDED (49 U.S. C. 722) 


Sec. 1312. The authority of the Secretary to provide insurance and 
reinsurance under this title shall expire [five] fen years from the date 
of enactment of this title. 


O 
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ESTABLISHING AN ALASKA INTERNATIONAL RAIL AND 
HIGHWAY COMMISSION 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enatz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany 8. 985) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 985) to establish an Alaska International Rail and 
Highway Commission, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended do 
pass. 

The amendments are as follows: 

Page 1, line 5, strike out the word “eleven” and insert the word 
“twelve’’. 

Rin. 1, line 11, strike out the word “three” and insert the word 
(t our’. 

Page 2, lines 2 and 3, strike out the words ‘‘the Corps of Engineers, 
United States Army,” and insert the words “the Department of the 
Army, to be designated by the Secretary of the Army,’’. 

Page 2, strike out all of line 4 and insert the words ‘one from the 
Department of State, and one from the Department of Commerce.” 

age 2, line 11, strike out the word “six” and insert the word “‘seven”’ 

Page 2, following line 14, insert a new subsection as follows: 


(d) The appointment of an officer of the Army on the active 
list as a member of the Commission is authorized as an 
exception to section 1222, Revised Statutes (10 U.S. C. 576), 
and does not vacate his appointment as a commissioned 
officer of the Army. 


Page 3, lines 7 and 8, insert a period following the word “Alaska” 
and strike out the words “by the most direct route utilizing the 
Rocky Mountain trench.” 
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EXPLANATION OF THE Butt S. 985 


The purpose of S. 985, as amended, is to establish an Alaska Inter- 
national Rail and Highway Commission consisting of 12 members, 
5 of whom would be Members of Congress, not more than 3 of whom 
shall be of the same political party; 4 of whom shall be from the execu- 
tive branch of the Government; and 3 members of the general public. 

Members of the Commission are to serve without compensation, but 
shall be reimbursed at the usual rate for travel, subsistence, and other 
necessary expenses on official business. 

S. 985, as amended, would direct the Commission to make a thor- 
ough and complete study of (1) the economic and military advantages 
of additional rail and highway facilities connecting the continental 
United States with central Alaska, (2) the most feasible and direct 
rail and highway routes between the United States, in relation to 
economic benefits, and (3) the most feasible feeder rail and highway 
routes connecting coastal ports and cities with the trunk facilities 
determined most feasible and beneficial by the Commission. 


COMMITTEE ACTION 


The House Subcommittee on Territories and Insular Affairs held 
several hearings on S. 985 and considered and rejected a number of 
departmental amendments which sought to enlarge the scope of the 
Commission’s study. The amendments finally adopted increase the 
membership on the Commission from 11 to 12 by the addition of a 
member to be designated by the Department of Commerce. A second 
amendment permits the Secretary of the Army to make his selection 
without reference to any specific branch of the Army. A third amend- 
ment provides that the appointment of a United States Army officer 
as an active member of the Commission may be made as an exception 
to existing statutes and that such exception will not vacate his appoint- 
mentas a commissioned officer of the Army. S. 985 has also been 
amended to provide that a quorum of the Commission shall consist 
of 7 members instead of 6. Finally, the bill has been amended by 
deleting the words “utilizing the Rocky Mountain trench.” This 
deletion will permit the Commission to use its full discretion in making 
its study hdreent limit it to any particular route. 

S. 985 authorizes the appropriation of not over $75,000 to carry out 
the purposes of the act. 

The Commission is given the usual powers to perform the functions 
necessary to carry out its duties, i. e., employment of personnel and 
to hold hearings, and is authorized to use existing facilities and infor- 
mation of established governmental agencies. The Commission is 
specifically authorized to cooperate with Canadian officials in ob- 
taining necessary data. 

Within 2 years after enactment of this legislation, the Commission 
is to send to Congress its final report, which is to include estimates of 
the cost of construction, maintenance, and operation of rail and high- 
way facilities along the recommended routes and estimates of the 
economic benefits expected to accrue to the United States, Canada, 
and Alaska. 
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BackGrovunp or S. 985 
BACKGROUND AND SENATE COMMITTEE ON FOREIGN RELATIONS ACTION . 


In 1942 the Corps of Engineers surveyed a route for a railroad 
through the Rocky Mountain trench from Prince George, British 
Columbia, to Kobe, Alaska. The survey, which was made for mili- 
tary purposes only, indicated that a railroad along such a route was 
feasible and that it would cost $112 million. Under the stress of war, 
the roe was abandoned and the Alcan Highway, farther inland, 
was built instead. 

In 1949 Congress authorized the President to enter into an agree- 
ment with Canada for a location survey for a railroad connecting 
Prince George and Fairbanks (Public Law 391, 81st Cong., 1st sess., 
te: October 26, 1949). The Korean war intervened, however, 
an ain the military aspects of the project received major emphasis. 
The Permanent Joint Board on Defense, United States-Canada, re- 
ported in March 1951 that— 


sufficient military justification does not exist at the present 
time and under present circumstances for the construction 
of the proposed railroad to Alaska 


and that 


for military reasons alone, further route surveys, economic 
surveys, and similar investigations would not be warranted at 
this time. 


The pending bill, S. 985, which is similar to Senate Joint Resolution 
46 of the 83d Congress, was introduced February 8, 1955, by Senator 
Magnuson for himself and Senators Jackson, Malone, Mansfield, 
Morse, Murray, Neuberger, and Welker. It was considered by the 
Foreign Relations Committee in executive session July 12, at which 
time the committee heard testimony from Senator Magnuson and 
ordered the bill favorably reported. 


DEPARTMENTAL REPORTS 


Favorable reports from the Departments of the Interior, Army 
(letters of April 9 and May 11, 1956), Commerce, and State, and the 
Bureau of the Budget, are as follows: 


Unrrep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 23, 1956. 
Hon. Crater EnGte, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, 
Washington, D. C. 

My Dear Mr. Enate: This responds to your request for the views 
of this Department on S. 985, a bill to establish an Alaska Interna- 
tional Rail and Highway Commission. : 

We recommend that the bill be enacted, provided it were to be 
amended in the manner suggested herein. . ! 

S. 985 would establish an Alaska International Rail and Highway 
Commission of 11 members, 5 of whom would be Members of the 
Congress, 3 of whom would be selected from the executive branch, and 
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3 of whom would be members of the general public. It would be the 
duty of the Commission to study the economic and military advan- 
tages which would result from the establishment of rail-transportation 
facilities and of additional highway facilities connecting the continental 
United States and Alaska; to study the most feasible and direct routes 
of rail and highway transportation between the continental United 
States and Alaska, in relation to the economic benefits which would 
be derived by the United States, Canada, and Alaska; and to stud 
the most feasible feeder rail and highway routes connecting suc 
rail and highway facilities with coastal cities. The Commission would 
be particularly directed to study the feasibility of rail and highway 
facilities between the Pacific Northwest region of the continental 
United States and Alaska by the most direct route through the Rocky 
Mountain Trench. In discharging its responsibility, the Commission 
would be authorized to cooperate with officials of the Canadian 
Government, with officials of the Province of British Columbia, and 
with appropriate Canadian commissions which might be established. 
The Commission would be required to submit a final report and recom- 
mendations to the Congress within 2 years of the date of enactment 
of the bill. 

We believe that the appointment of a Commission with the duties 
imposed by S. 985 would be extremely desirable, for the development of 
Alaska’s economic potential rests in large part upon the expansion of 
transportation services between the Territory and the continei.tal 
United States. The continental United States, no less than the 
Territory, will benefit appreciably from the development of Alaska’s 
resources, but such development will be deterred until adequate high- 
way and rail facilities are established. In addition, any extension or 
improvement of the transportation facilities between the United 
States and Alaska, and within Alaska, will aid this Department in 
the maintenance, protection, and administration of those areas in 
Alaska for which it is responsible. 

Alaska is currently linked to the continental United States by air, 
by surface transportation, and by the Alaska Highway. Air services 
are frequent, but the generally high cost of air transportation has 
prevented the airlines from fulfilling many of the Territory’s 
transportation requirements. For ocean transportation Alaska relies 
principally upon two steamship companies. The Alaska Highway, 
the only road link to Alaska, has been of great value, but it alone is not 
enough. Furthermore, the highway is so located that the continental 
area upon which Alaska largely relies for its supplies, the Pacific 
Northwest, cannot reasonably utilize the highway in shipping goods to 
the Territory. We believe that consideration should be given to the 
establishment of further highway facilities and to the establishment 
of a rail link between Alaska and the States. 

S. 985 instructs the Commission to take account of both economic 
and military advantages which would result from the establishment 
of additional transportation facilities. It is not within the particular 
competence of this Department to urge the defense considerations 
which may make enactment of this bill desirable. We are, however, 
familiar with the problem of Alaska’s economic development, and 
that development would be appreciably assisted by the establishment 
of rail and highway links with the continental United States. 
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In our opinion, however, it would. be unwise to restrict the study to 
@ route which would utilize the Rocky Mountain trench. There ap- 
— to be substantial opinion in Alaska, the Pacific Northwest, and 
anada against such a restriction. While the trench route may be 
best for a rail connection, there is substantial sentiment that any 
new road connection should follow the so-called A route, which lies 
close to the coast and would kapaenens a more direct connection be- 
tween Alaska and the centers of population in the Pacific Northwest. 
In fact, much progress has been made toward construction of various 
links in what will ultimately be, in all probability, a through highway 
along the A route. Furthermore, we should not appear to dictate to 
the Canadian Government where the through highway should go. 
Accordingly, we recommend that section 2 of the bill be amended es 
deleting the words ‘‘utilizing the Rocky Mountain Trench’”’ in line 8 
on page 3. 
he Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 


Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE ARMy, 
Washington, D. C., April 9, 1956. 
Hon. Crarr ENGie, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. Cuatrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to S. 985, 84th Congress, an act to establish an Alaska 
International Rail and Higbway Commission. The Secretary of 
Defense bas delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 

This act would establish an Alaska International Rail and ey apie 
Commission to be composed of 11 members, to be appointed by the 
President, as follows: 5 Members of Congress; 3 members of the 
executive branch of the Government, of whom 1 shall be from the 
Corps of Engineers, United States Army, 1 from the Department of 
Interior, and 1 from the Department of State; 3 members of the 
general public, of whom 1 shall be a resident of Alaska and 1 a resident 
of the Pacific Northwest region of the United States. In general, the 
function of the Commission is to make a study of the economic and 
military advantages of additional highway and rail transportation 
facilities connecting continental United States with Alaska. The 
Commission is authorized to cooperate with agencies and officials of 
the Dominion of Canada and of the Province of British Columbia. 

Section 4c of S. 985 directs the Commission to utilize all information 
developed in the surveys made in accordance with Public Law 391 
8ist Congress, which provides for a location survey for a railroad 
connecting the existing railroad system serving the United States and 
Canada and terminating at Prince George, British Columbia, Canada, 
with the railroad system serving Alaska and terminating at Fairbanks, 
Alaska. In accordance with the authority conferred Public Law 
391, the President by memorandum dated December 17, 1949, directed 
the Secretary of the Interior to consult with representatives of the 
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Defense and State Departments and provide joint recommendations 
as to the timing and the method of carrying out negotiations with the 
Canadian Government for a location survey of a railroad line between 
Prince George, British Columbia, and Fairbanks, Alaska. In a letter 
to the President, dated June 12, 1951, the Secretary of the Interior 
reported that the Permanent Joint Board on Defense, United States- 
Canada, regards not only the construction of the proposed railroad as 
not justified by military needs, but that location surveys and economic 
studies are unwarranted on the basis of military consideration alone. 
The Secretary of the Interior recommended that further action on the 
matter of economic studies and location survey of a proposed railroad 
be held in abeyance until circumstances made it more likely that 
Canadian participation could be secured. There has been no change 
in the military significance of the proposed connecting railroad since 
the submission of this report. 

Accordingly, the Department of the Army, on behalf of the Depart- 
ment of Defense, interposes no objection to the act so far as the same 
emphasizes the economic aspects of the contemplated studies, but 
herewith expresses the views of the Department of the Army that such 
studies cannot be justified on the grounds of national defense require- 
ments or military necessity alone. In addition to those already desig- 
nated, it is believed that, because of the transportation matters in- 
volved, a Commission such as that proposed by S. 985 should include 
representatives of the Chief of Transportation, United States Army, 
and the Secretary of Commerce. 

The Department of the Army, on behalf of the Department of 
Defense, submits the following comments on the legal aspects of the 
subject act: 

(a) Section 1 provides that one of the members if practicable shall 
be from the Corps of Engineers, United States Army. If is is intended 
that such appointee be an officer of the Army on the active list, such 
appointment should be expressly excepted from the prohibitions in 
section 1222, Revised Statutes (10 U. S. C. 576), to the effect that 
such officer shall not hold any civil office, whether by election or 
appointment. If the suggestion proposed in the preceding paragraph 
is adopted, the same exception from the prohibitions of section 1222, 
Revised Statutes, should fe made with respect to the representative 
of the Chief of Transportation. 

(6) The term “Pacific Northwest region’’ used in sections 1 and 2 
is indefinite and the area intended to be included should be defined. 

(c) It is not clear whether it is intended that the duties of the 
Commission, as prescribed by section 2, include the making of detailed 
location surveys for the additional highway and rail transportation 
facilities. The act should be clarified in this respect. 

The fiscal effects of this legislation are not known to the Department 
of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


Wiser M. Brucker, 
Secretary of the Army. 
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DEPARTMENT OF THE ARMY, 
OrricE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., May 11, 1956. 
Hon. Crarr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to a request from Dr. 
John L. Taylor of your staff for certain additional al with 
respect to the views of the Department of Dapens on S. 985, 84t' 
Congress, an act to establish an Alaska International Rail and High- 
~~ Commission. 

r. Taylor made reference to the report submitted by the Depart- 
ment of the Army, on behalf of the De artment of Defense, dated 
April 9, 1956, on S. 985, and requested the following: (1) A draft of 
appropriate language to authorize an Army officer to accept appoint- 
ment to the proposed Commission without vacating his status as an 
officer; and (2) a statement as to whether the Department of the 
Army recommended that the executive department representation on 
the proposed Commission be increased to five. 

In compliance with (1), above, it is recommended that, if enacted, 
the following language be added to section 1 of S. 985: 

““(d) The appointment of an officer of the Army on the active list 
as a member of the Commission is authorized as an exception to sec- 
tion 1222, Revised Statutes (10 U.S. C. 576), and does not vacate his 
appointment as a commissionecd officer of the Army.” 

Vith respect to the number of members on the Commission, the 
recommendation of the Department of the Army, on behalf of the 
Department of Defense, would require that there be five members 
from the executive branch. This increase would permit representa- 
tives of the Secretary of Commerce and the Chief of Transportation, 
United States Army, to be included. The Department of the Armv 
believes that the problems involved include both transportation and 
engineering matters and, consequently, this Department should be 
represented by specialists in both fields. 

Should the Congress determine that only one representative of the 
Department of the Army is to be included on the Commission, it is 
then recommended that S. 985 be further amended at page 2, line 2, 
as follows: After the word ‘‘from’”’ delete ‘“‘the Corps of Engineers, 
United States Army,” and insert in lieu thereof “the Department of 
the Army, to be designated by the Secretary of the Army.” 

I am hopeful that the foregoing information will be of assistance 
to you. 

Sincerely, 


(Signed) Harry J. Wheaton 
(Typed) H. J. Wuearton, 
Colonel, General Staff, 
Deputy Chief of Plans 
(For and in the absence of C. J. Hauck, Jr., Brigadier Gen- 
eral, General Staff, Chief of Legislative Liaison.) 
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DEPARTMENT OF COMMERCE, 
Tue SECRETARY OF CoMMERCE, 
Washington, May 22, 1956. 
Hon. Crarr ENGte, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrmMan: This letter is in reply to your request of 
May 15, 1956, for the views of this Department with respect to S. 985, 
an act to establish an Alaska International Rail and Highway Com- 
mission. 

The act would establish an Alaska International Rail and Highway 
Commission composed of 11 members, 5 to be Members of cor, to 
3 to be selected from the executive branch, 1 from the Corps of Engi- 
neers, United States Army, 1 from the Department of the Interior, 
and 1 from the Department of State; and 3 to be selected from the 
general public. 

The proposed Commission would make a study of the economic 
and military advantages of additional highway and rail transporta- 
tion facilities connecting continental United States and central 
Alaska, the most feasible and direct routes of rail and highway trans- 
portation in relation to economic benefits to be derived and the most 
feasible feeder rail and highway routes connecting coastal ports and 
cities with like facilities between the United States and Alaska. 
Cooperation with Canadian officials would be authorized. The Com- 
mission would submit a final report of its studies, including recom- 
mendations and estimates of economic benefits, to Congress not later 
than 2 years after enactment of the proposed legislation. 

Inasmuch as the proposed Commission would be concerned with 
highway construction and routes connecting coastal ports and cities 
with rail and highway facilities between the United States and 
Alaska, it is believed that one member of the Commission should be 
designated from the Department of Commerce. 

Attention is invited to Reorganization Plan No. 21 of 1950, declaring 
that the Department of Commerce is the appropriate center for trans- 
portation problems. The Bureau of Public Roads of this Department 
is acknowledged as the principal roadbuilding agency of the Federal 
Government; hence, through this Bureau, the Department would 
be able to furnish extensive information as well as the benefits of long 
experience in highway matters. The Bureau of Public Roads has 
conducted comprehensive studies of all possible feasible routings to 
Alaska, coordinating the information derived therefrom with railroad 
studies undertaken by the Corps of Engineers. Based on such studies 
accurate reports of location, economic development characteristics, 
topography, snow conditions, and costs, together with possible plans 
and procedure for construction, are available. 

It is also believed that the proposed study should take into con- 
sideration existing or contemplated marine and air transportation 
facilities in the area. Departmental representation on the Commis- 
sion would make available the information and facilities of the 
Maritime Administration and Civil Aeronautics Administration of this 
Department with respect to such transportation facilities. 

For these reasons we recommend that S. 985 be amended as follows: 

Section 1: Provide one additional member from the Depart- 
ment of Commerce. 
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Section 2 (a): Insert before “additional” the words “existing 
and,’’ and delete the words “highway and rail’. 

Section 2 (b): Delete the words “rail and highway’’. 

Section 2 (c): Delete the words “rail and highway” wherever 
they occur. Insert before the word ‘“‘facilities’’ the word “trans- 
portation’’. 

Section 2: After the words “feasibility of’’ insert “air, mari- 
time,”’. 

Section 2: Delete “by the most direct route utilizing the Rocky 
Mountain trench”. 

Section 2: In the last sentence delete the words “rail and high- 
way’’ and insert in lieu thereof the word “such”. 

Section 7: Delete the words ‘rail and highway” and insert in 
lieu thereof the word “transportation”. 

The Department recommends enactment of S. 985 if amended as 
suggested above. 

e have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 

Sinctarr WErEKs, 
Secretary of Commerce. 


DEPARTMENT OF STATE, 
Washington, March 26, 1956. 
Hon. Crain ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. Enotes: In your letter of January 10, 1956, you re- 
uested the views of the Department of State on S. 985, to establish an 
Alaska International Rail and Highway Commission. 

S. 985 proposes that an Alaska International Rail and Highway 
Commission study the economic and military advantages of additional 
highway and rail transportation facilities between the United States 
and Alaska. The Commission would be further directed to give par- 
ticular attention to the utilization of the Rocky Mountain Trench as 
the most direct route between the Pacific Northwest and Alaska. 

Public Law 391 (81st Cong., 1st sess.), approved by the President 
October 26, 1949, dealt with a pro d railroad from Prince George, 
British Columbia, to a point near Fairbanks, Alaska. In the proccss 
of implementing Public Law 391, the Department of State attempted 
to secure from the Canadian Government an agreement by which 
location surveys and economic studies could be conducted. The 
question of the ore gh justification of such a railroad was considered 
by the Joint Chiefs of Staff of both countries and, in March 1951, 
Maj. Gen. Guy V. Henry, Acting Chairman of the United States 
Section, Permanent Joint Board on Defense, United States-Canada, 
reported that “‘it is the considered opinion of the Board that sufficient 
military justification does not exist at the present time and under 
present circumstances for the construction of the proposed railroad 
to Alaska. It is likewise considered that for military reasons alone, 
further route surveys, economic surveys, and similar investigations 
would not be warranted at this time.” 
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On April 27, 1951, the Department of State was informed by the 
Department of External Affairs, Canada, that the Canadian Chiefs of 
Staff had replied to a question of the Canadian Section of the Per- 
manent Joint Board on Defense, United States-Canada, to the effect 
that the Alaska railroad project was not considered necessary from a 
military point of view. The Canadian note also stated that, inasmuch 
as the project was not considered necessary from a defense point of 
view, a joint economic study would hardly serve any useful purpose. 
The Department does not know of any developments since 1951 
which would indicate that the Permanent Joint Board on Defense or 
the Canadian Government would have any reason to reconsider the 
decisions of that year. 

The Department of State is fully mindful of the strategic importance 
of Alaska and the desirability of its economic development. It 
appreciates that in both of these considerations transportation plays 
an important part. The problem of additional transportation routes 
to Alaska appears to the Department of State, however, primarily 
as one for military consideration. 

If the determination is made that studies of additional transporta- 
tion we required, the Department will be glad to assist in any way 
possible. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Ropert C. Hit, 
Assistant Secretary 
(For the Secretary of State). 





Executive Orrick oF THE PRESIDENT, 
Bureau oF THE BupGet, 
Washington, D. C., March 21, 1956. 
Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuairman: This is in response to your letter of 
February 23, requesting the views of the Bureau of the Budget on S. 
985, a bill to establish an Alaska International Rail and Highway 
Commission. 

Several suggestions for amendments were made by agencies con- 
sulted by this Bureau, and are recommended for consideration by your 
committee. 

The Department of Commerce suggests that it should be repre- 
sented on the Commission because of that Department’s responsibili- 
ties with respect to transportation problems and its technical knowl- 
edge on such matters. The Department also suggests that the Com- 
mission’s study extend to consideration of existing or contemplated 
facilities in the main line water routes between the continental United 
States and Alaska, and to existing rail lines in Canada. 

The Department of Defense points out that, if it is intended that 
the Army representative on the Commission be an Army officer, the 
bill should include a specific exemption from provisions of law (10 
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U. S. C. 576) prohibiting officers from holding civil office. The De- 
partment also suggests that the term ‘Pacific Northwest region,” as 
used in sections 1 and 2 of the bill, should be defined, and that 1t should 
be made clear in section 2 whether it is intended that the Commission 
is to make detailed location surveys for the additional highway and 
rail transportation facilities. 

The Department of the Interior, in a separate report which it is 
submitting to your committee, recommends that the Commission’s 
study not be restricted to the Rocky Mountain trench. The Bureau 
of the Budget agrees with this suggestion and the reasons therefor set 
forth in the Department’s report. 

You are advised that the Bureau of the Budget would have no objec- 
tion to enactment of S. 985, if amended to conform to the suggestions 
mentioned above. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 


RECOMMENDATION OF THE COMMITTEE 


The Committee on Interior and Insular Affairs recommends that 
S. 985, as amended, be enacted. 


O 

















847TH Concress } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2512 





EXTENDING AUTHORITY OF THE AMERICAN BATTLE 
MONUMENTS COMMISSION 





Junge 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricuarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany S. 3498] 


The Committee on Foreign Affairs, to whom was referred the bill 
(S. 3498) to extend authority of the American Battle Monuments 
Commission to all areas in which the Armed Forces of the United 
States have conducted operations since April 6, 1917, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 


COMMITTEE ACTION 


S. 3498 passed the Senate on April 26, 1956, and was referred to 
the Committee on Foreign Affairs on April 27, 1956. It is similar to 
H. R. 834 which was introduced by Hon. John Phillips and referred 
to the committee on January 5, 1955. The committee considered 
S. 3498 in executive session on June 19, 20, 21 and 26, 1956. It was 
ordered favorably reported on June 26, with the following amendments: 

On page 1, strike out lines 3 through 9, and on page 2, strike out 
lines 1 through 18. 

On page 2, strike out lines 19 and 20 and substitute in lieu thereof 
the following: 


That the second and third paragraphs of the first section of 
the Act entitled “‘An Act for the creation of the American 
Battle Monuments Commission to erect suitable memorials 
commemorating the services of the American soldier in 
Europe, and for other purposes’, oo March 4, 1923 
(42 Stat. 1509, as amended; 36 U.S. C. 121), are amended to 
read as follows: 
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The Senate bill contained a provision which would authorize the 
President to promote to the grade of major general in the Army the 
officer presently serving as secretary of the American Battle Monu- 
ments Commission. e committee struck this provision from the 
bill because it did not consider the bill as the proper vehicle for such 
action. 

THE AMERICAN BATTLE MONUMENTS COMMISSION 


The American Battle Monuments Commission was created by act 
of Congress approved March 4, 1923 (42 Stat. 1509; 36 U.S. C. 121). 
It operates pursuant to this authority and subsequent acts and Execu- 
tive orders (36 U.S. C., ch. 8; Executive Orders 6614 of February 26, 
1934, 6690 of April 25, 1934, 9704 of March 14, 1946, and 10057 of 
May 14, 1949; and act approved June 26, 1946 (60 Stat. 317, 36 
U. g. C. 121)). 

The functions of the Commission are (1) to administer and main- 
tain World War I American national cemeteries and memorials in 
Europe; (2) to prepare plans and estimates for the erection of suit- 
able memorials to mark and commemorate the services of the American 
Armed Forces, and to erect and maintain memorials in the United 
States where the American Armed Forces have served (World War I) 
or shall hereafter serve as the Commission shall determine; and (3) to 
erect and maintain works of architecture and art in such American 
cemeteries located outside the United States, its Territories, and 
possessions, as the Secretary of the Army shall declare to be permanent 
cemeteries, and to administer and maintain such cemeteries after they 
have been transferred to the Commission. 

The Commission consists of 11 members who are appointed by the 
President, who also appoints 1 officer of the Regular Army to serve as 
the Commission’s secretary. The present members of the Commis- 
sion are: George C. Marshall, Chairman, Thomas C. Kinkaid, Vice 
Chairman, Leslie L. Biffle, Alexander A. Vandegrift, Senator Charles 
E. Potter, Congressman John Phillips, Mrs. Theodore Roosevelt, Jr., 
Mrs. Wendell L. Willkie, Carl Spaatz, Benjamin O. Davis, Forest A. 
Harness, Brig. Gen. Thomas North, secretary. 


PURPOSE OF THE BILL 


The main purpose of the bill is to amend the Commission’s basic 
legislation by permitting the Commission to enter military cemeteries 
in which our American war dead are interred in foreign countries at 
the same time that the Department of the Army begins its task of 


bur oe dead. 

The epartment of the Army has been responsible for the establish- 
ment of such military cemeteries. As a matter of practice, the Com- 
mission has not assumed jurisdiction over military cemeteries until 
all interments and those exhumations necessary for the return of the 
remains to the United States have been effected. As a result, the 
completion of permanent military cemeteries abroad has in many 
cases been unnecessarily delayed. Further, the cemeteries have not 
been completed as fitting permanent: memorials which might have 
been the case if the Commission were permitted to undertake its 
work at an earlier period during the course of development of these 
cemeteries. 
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The bill further provides that the members of the Commission, 
when in travel status, shall receive a per diem allowance of $20 in lieu 
of subsistence The Commission’s members are now reimbursed in 
accordance with Standardized Government Travel Regulations and 
are generally “out of pocket’’ when traveling on Commission business. 
It is the view of the committee that the more liberal per diem allow- 
ance provided in the bill is justified. In this connection, it is pointed 
out that members of the Commission serve without compensation. 

The other provisions of the bill make changes in the basic act which 
in general will improve or facilitate operational or administrative 

ractices or are clarifying in nature. Outmoded provisions of existing 
egislation are repealed. 

It is the view of the committee that the bill as amended should do 
much to permit the American Battle Monuments Commission to do 
its work effectively and as a fitting tribute to our American war dead 
interred in foreign cemeteries. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Act or Marcu 4, 1923, as AmMenpep (36 U. S. C. 121 er sxeq.) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, ‘That the Commission, known 
as the American Battle Monuments Commission (hereinafter referred 
to as the Commission), shall consist of not more than eleven members 
who shall be appointed by the President, who shall also appoint one 
officer of the Regular Army to serve as its secretary. Notwithstanding 
any other provision of law, ihe President is authorized to appoint to the 
qrade of major general in the Army of the United States the officer serving 
as Secretary of the American Battle Monuments Commission on the 
date of the enactment of this sentence, who, while so serving, shall be 
entitled to receive the pay and allowances of an officer of such grade, and, 
upon relief from such services, shall be placed upon the retired list in 
such grade and receive retired pay computed upon the basis of the basic 
pay he would receive if serving on active duty in such grade. The person 
promoted under the provisions of this Act shall be in addition to the 
number of commissioned officers authorized by other provisions of law 
now existing or hereafter enacted for the grade of major general and shall 
not be counted for the purpose of determining the authorized number of 
officers of any grade or designation in the Army of the United States. 

he members and secretary shall serve at the pleasure of the President 
who shall fill any vacancies that from time to time occur. Notwith- 
standing any other provision of law, commissioned officers of the 
armed forces of the United States may be appointed members of the 
Commission. 

(The members of the Commission shall serve without compensation 
except that their actual expenses in connection with the work of the 
Commission may be paid from any funds appropriated for the pur- 
poses of this Act, or acquired by other means hereinafter authorized. 
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[Upon the request of the Commission, the beads of the Federal 
departments or agencies are authorized to designate such personnel 
of their respective departments or agencies, or of the Army, Navy, 
or Marine Corps, as the case may be, as may be necessary to assist 
in carrying out the purposes of this Act, and the Commission is 
authorized to employ such further personnel as may be necessary 
to carry out the purposes of this Act, within the limits of any appro- 
priation or appropriations made for such purposes.] 

The members of the Commission shall serve as such without compen- 
sation, except that (1) their actual expenses in connection with the work 
of the Commission, and (2) when in a travel status, a per diem of $20 
in lieu of subsistence, may be paid to them from any funds appropriated 
for the purposes of this Act, or acquired by other means lentaagier 
authorized. 

Upon the request of the Commission, the heads of the Federal depart- 
ments or agencies are authorized to designate such personnel, and to 
make available to the Commission such facilities, of their respective 
departments or agencies, or of the Army, Navy, Air Force, or Marine 
Corps, as the case may be, as may be necessary to assist in carrying out 
the purposes of this Act, and may expend for such purposes any funds 
appropriated to such departments, agencies, and services, with reimburse- 
ment from the Commission for the pay and allowances of the personnel 
so designated. The Commission is authorized to employ such further 
personnel as may be necessary to carry out the purposes of this Act, 
within the limits of any appropriation or appropriations made for such 

rposes. 
fs he provisions of this subsection shall take effect on the first day of 
the first calendar month following the date of enactment of this Act. 

Sec. 2. When, as a result of combat operations, the Armed Forces 
shall establish military cemeteries in zones of operations outside the 
Onited States and its Territories and possessions, the Commission and 
the Secretary of the Army immediately upon the cessation of hostilities, 
shall determine which of the cemeteries so established, if any, shall become 
permanent cemeteries or, as they may deem desirable, select new sites 
at any other location for such cemeteries. The Commission shall be 
solely responsible for the design and construction of such permanent 
cemeteries, and of all buildings, plantings, headstones, and other perma- 
nent improvements incidental thereto except that (1) the Armed Forces 
shall be responsible for the maintenance of such permanent cemeteries 
until such time as the Commission shall express its readiness to assume 
the functions of administration hereinafter authorized, (2) all construction 
undertaken by the Armed Forces in establishing and maintaining the 
cemetery prior to its transfer to the Commission shall be nonpermanent 
in nature, (3) burials and reburials therein by the Armed Forces shall 
be carried out in accordance with plans prepared by the Commission, 
(4) the Armed Forces shall have the right to re-enter any cemeteries 
transferred to the Commission for the purpose of making exhumations or 
reinterments should they deem any such action to be necessary. 

[Sec. 2. That the Commission shall prepare plans and estimates 
for the erection of suitable memorials to mark and commemorate the 
services of the American armed forces and shall erect and maintain 
memorials in the United States and at such places outside the United 
States where the American armed forces have served or shall here- 
after serve as the Commission shall determine. The Commission 
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shall also erect and maintain works of architecture and art in such 
American cemeteries located outside of the United States, its Terri- 
tories and possessions, as the Secretary of the Army shall declare to be 
permanent cemeteries. 

{The Commission shall control as to materials and design, provide 
regulations for, and supervise the erection of, all memorial monu- 
ments and buildings in American cemeteries located outside of the 
United States and its Territories and possessions. 

[The Commission shall control as to materials and design and 
etm regulations for the erection of all memorial monuments and 

uildings commemorating the services of the American armed forces 
erected in any foreign country or political division thereof which 
may authorize the Commission to perform such functions, or upon 
federally owned or controlled property in the United States or in 
its Territories and possessions, except national cemeteries. ] 

Sec. 3. The Commission shall prepare plans and estimates for the 
erection of suitable memorials to commemorate the services of the American 
Armed Forces, and shall erect and maintain memorials in the United 
States and at such places outside the United States where the American 
Armed Forces have served since April 6, 1917, or shall hereafter serve, 
as the Commission shall determine. The Commission shall also erect 
and maintain works of architecture and art in such American cemeteries 
located outside of the United States, its Territories, and possessions, as 
have been or may hereafter be declared to be permanent cemeteries. Works 
of architecture and art erected by the Commission in cemeteries within 
the United States, its Territories and possessions, shall be maintained 
by the Department of Defense. 

The Commission shall control as to materials and design and provide 
regulations for, and supervise the erection of, all memorial monuments 
and buildings in American cemeteries located outside the United States, 
us Territories, and possessions. 

The Commission shall control as to design and provide regulations for 
the erection of all memorial monuments and buildings commemorating 
the services of the American Armed Forces erected in any foreign country 
or political division thereof which may authorize the Commission to 
ae fe such functions. 

Sec. 3. That before any design or material for memorials is 
accepted by the Commission, the same shall be approved by the 
National Commission of Fine Arts.] 

Src. 4. Before any design for any memorial is accepted by the Com- 
mission, it shall be approved by the National Commission of Fine Arts. 

Sec. [4.] 5. That the Commission is authorized to cooperate with 
American citizens, States, municipalities, or associations desiring to 
erect war memorials outside the continental limits of the United States 
in such manner as may be determined by the Commission: Provided, 
That no assistance in erecting any such memorial shall be given by 
any administrative agency of the United States unless the plan has 
been approved in accordance with the provisions of this Act. 

(Sec. 5. That the Commission shall advise the Secre of the 
icy. the location and date of completion of each memorial erected 

Vy it. 

Src. 6. That the President is requested to make the necessary 
arrangements with the proper authorities of the countries concerned 
to enable the Commission to carry out the purposes of this Act. 
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Sec. 7. That the Commission is authorized to receive funds from 
any State, municipal, or private source for the purpose of this Act, 
and such funds shall be deposited by the Commission with the Treas- 
urer of the United States and shall be kept by him in separate 
accounts and shall be disbursed upon vouchers approved by the 
Chairman of the Commission. 

[Sec. 8. That authority is hereby given for the preparation of 
models and designs and the fabrication of memorials, and the materials 
for such memorials, at arsenals or navy yards, or by other govern- 
mental agencies, if the Commission shall so determine. 

(Authority is hereby given for the use of captured war materials, 
not otherwise disposed of by congressional! action, in the fabrication 
of memorials constructed under the provisions of this Act. 

[Sec. 9. That the Commission is authorized to furnish replicas of 
any memorial, or any part thereof, to States, municipalities, or inter- 
ested private persons or associations at actual cost, and to apply any 
proceeds from such sales to the purposes of this Act.] 

Sec. [10] 8. That the Commission shall transmit to the President of 
the United States annually on the Ist of July a statement of all its 
financial and other transactions during the preceding fiscal year. 

[Sec. 11. That the records and archives of the Commission shall, 
upon the termination of its duties, be deposited with the National 
Archives.] 

Sec. 9. The records and archives of the Commission, shall, when no 
longer required by the Commission, be deposited with the National 
Archives in accordance with the provisions of the Federal Records Act of 
1950 (44 U.S. C. 397). ) 

[Sec. 12. That the President may by Executive order transfer to 
the Commission, with respect to any national cemeteries located out- 
side of the United States and its Territories and possessions, the same 
functions of administration which were transferred to the Commis- 
sion with respect to national cemeteries located in Europe by Executive 
Order 6614, dated February 26, 1934.] 

Sec. 10. The President may by Executive order transfer to the Com- 
mission, with respect to any permanent military cemeteries located outside 
of the United States, its Territories and possessions, the same functions 
of administration which were transferred to the Commission by Executive 
Order 6614, dated February 26, 1984, and Executive Order 10057, dated 
May 14, 1949, as amended by Executive Order 10087, dated December 8, 
1949, together with any supplies, materials and equipment located therein 
or in military depots overseas which are excess to the needs of lhe Depart- 
ment of Defense and are requested by the Commission for the performance 
of such functions. Thereafter the Commission shall be responsible for 
the maintenance of such cemetery and of all improvements therein. 

Sec. [13.] 11. That such sum or sums as Congress may hereafter 
appropriate for the purposes of this Act are hereby authorized to be 
appropriated. 

Sec. [14.] 12. That within the limits of any appropriation or 
appropriations made for [such purposes,] the purposes of this Act, 
the Commission is authorized (1) to acquire land or interest in land 
in foreign countries for carrying out the purposes of this Act or of any 
Executive order conferring functions upon the Commission without 
submission to the Attorney General of the United States under the 
provisions of section 355 of the Revised Statutes (34 U. S. C. 520; 
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40 U.S. C. 255); (2) to maintain, repair, and operate motor-propelled 
passenger-carrying vehicles and other property, which may be 
furnished to the Commission by other departments of the Govern- 
ment; (3) to establish offices in the District of Columbia and elsewhere 
in or outside of the United States; (4) to rent office and garage space 
in foreign countries which may be paid for in advance; (5) to procure 
printing, binding, engraving, lithographing, photographing, and 
typewriting, including the publication of information concerning the 
American activities, battlefields, memorials, and cemeteries with 
respect to which it may exercise any functions. 

Notwithstanding the requirements of existing laws or regulations, 
under such terms and conditions as the Commission may in its discre- 
tion deem necessary and proper, the Commission may contract for 
work, supplies, materials, and equipment [outside of] outside, or for 
use outside, of the United States i: engage, by contract or otherwise, 
the services of architects, firms of architects, and other technical and 
professional personnel. 

The Commission may under such terms and conditions and in 
such manner as it may deem proper dispose of any land or interest 
in land in foreign countries which bas been or may hereafter be 
acquired by the Commission in connection with its work: Provided, 
That this subsection shall not be effective until the expiration of the 
Surplus Property Act of 1944. 

Claims of the type described in the first section of the Act entitled 
“An Act to provide for the prompt settlement of claims for damages 
occasioned by Army, Navy, and Marine Corps forces in foreign 
countries’, approved January 2, 1942 (55 Stat. 880, as amended; 31 
U.S. C. 224d), on account of damage to or loss or destruction of property 
both real and personal, or personal injury or death of any person, arising 
on or after the date of the enactment of this paragraph and caused by the 
negligent or wrongful act or omission of any officer or civilian employee 
of the Commission while acting within the scope of his office or employ- 
ment, may be considered, ascertained, adjusted, determined, and paid in 
the manner provided in such Act for the settlement of Army claims, 
except that in such cases one or more officers or employees of the Com- 
mission may be appointed by the Secretary of the Army to a claims 
commission or commissions or as officers to approve settlements of claims 
made by such commission or commissions, and all payments in settle- 
ment of such claims shall be made out of appropriations made for the 
se” eg of this Act. 

he Commission may delegate to its Chairman, secretary, or 
officials in charge of any of its offices, under such terms and condi- 
tions as it may be pre:crive, such of its authority as it may deem 
necessary and proper. 
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841TH CONGRESS HOUSE OF REPRESENTATIVES | Report 
2d Session No. 2513 





AMENDING SUBSECTION (b) OF SECTION 3 OF THE SECURITIES ACT 
OF 1983 RELATING TO LIABILITY OF OFFICERS ON ACCOUNT OF 
UNTRUB STATEMENTS OR MATERIAL OMISSIONS IN STATEMENTS 
OR DOCUMENTS FILED 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Pries'r, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H. R. 9319] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 9319) to amend subsection (b) of section 
3 of the Securities Act of 1933, to provide that responsible officers or 
other persons shall be liable in damages on account of untrue state- 
ments or material omissions in statements or documents filed under 
such subsection as a condition of exemption, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Page 3, after line 3, add a new section as follows: 


Sec. 3. Nothing in this Act shall be construed as in- 
validating any State laws relating to the subject dealt with 
by this Act. 

Purpose or LEGIsLaTIONn 


The purpose of the reported bill is to provide much needed protec- 
tion to investors in securities which are offered to the public pursuant 
to the exemption under section 3 (b) of the Securities Act of 19332 
‘This subsection authorizes the Securities and Exchange Commission 
to exempt public offerings of securities from the registration and 


1The text of sec. 3 (b) is as follows: “(b) The Commission may from time to time by 
its rules and regulations, amd subject to such terms and conditions as may be prescribed 
therein, add any class of securities to the securities exempted as provided in this section, if 
it finds that the enforcement of this title with respect to such securities is not necessary 
in the : ee interest and for the protection of investors by reason of the small amount 
involved or the limited character of the public pease but no issue of securities shall 
be exempted under this subsection where the aggregate amount at which such issue is 
offered to hte public exceeds $300,000." 
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prospectus requirements of the Securities Act if the Commission finds 
that registration of such securities is not necessary in the —— in- 
terest and for the protection of investors by reason of the small amount 
involved, or the limited character of the public offering. No such 
exemption is available to an issuer if the offering exceeds $300,000.* 

The reported bill would provide additional protection to investors in 
securities exempted under section 3 (b) by making the provisions of 
section 11 of the Securities Act (which imposes civil liabilities on 
certain named individuals on account of false and misleading state- 
ments in a registration statement) applicable with respect to any 
statements or documents which may be required to be tiled with the 
Securities and Exchange Commission pursuant to the Commission’s 
rules under section 3 (b) of the act. The text of section 11 is set forth 
in appendix A to this report. 


ImporTANCE OF SECTION 11 For Investor Prorecrion 


Section 11 of the Securities Act of 1933 provides a civil remedy to 
all purchasers of registered securities in case any part of the registra- 
tion statement (including the prospectus), at the time it became ef- 
fective, contained an untrue statement of a material fact or omitted 
to state a material fact required to be stated therein or necessary to 
make the statements therein not misleading. The injured person may 
bring action against the issuer, every person who signed the registra- 
tion statement, including certain principal officers, the directors 
(present or proposed), every underwriter, each expert named in the 
registration statement with his consent (who will be liable only as 
to parts of the registration statement prepared or certified by him), 
the duly authorized representative in the United States of a foreign 
or territorial issuer and, by virtue of section 15, anyone in control 
of any such person. 

A Selene available to all parties is that the claimant knew of the 
untruth or omission at the time of purchase. Certain additional de- 
fenses are given to the parties listed above other than the issuer. Each 
party, other than the issuer, might escape liability before becoming 
aware of the effectiveness of the offending part of the registration 
statement by severing his connections with the issuer, and advising 
the issuer and the Commission thereof and that he would not be re- 
sponsible for such part of the registration statement. Again, such 
party, other than the issuer, might raise as a defense that he had rea- 
sonable ground to believe that there was no untruth or omission, gen- 
erally after reasonable investigation. Where the issuer has made 
generally available to its security holders an earnings statement cover- 
ing a period of at least a year beginning after the effective date, the 
claimant must prove reliance upon (although not necessarily by proof 
of reading) the registration statement. 

The importance of section 11 of the Securities Act for investor pro- 
tection has been emphasized by the Securities and Exchange Com- 


*Prior to May 15, 1945, the exemption under sec. 3 (b) was available to issues where 
the aggregate amount of the offering did not exceed $100,000. Public Law 55, 79th Cong., 
quareres ay 15, 1945, raised this amount to $300,000. An attempt was made in the 


d Congress to increase the exemption further to offerings not exceeding $500,000 (S. 
2846, 83d Cong.), This amendment was stricken from the bill by your committee, and 
the House sustained the committee’s action. 
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mission on numerous occasions. In its 10th annual report to the Con- 
gress, for the year 1945, the Commission stated on page 20: 

This latter sanction against practically all persons con- 
cerned in the distribution of a security is one of the most 
important of implements in carrying out the policy of the act, 
since it results in a concerted effort on the part of all con- 
cerned to provide full and fair disclosure of the character 
of the securities offered. 

Last year, Mr. Byron D. Woodside, Director of the Division of 
Corporation Finance of the Securities and Exchange Commission, 
in testimony before your committee, stated his views on the importance 
of section 11 as follows: 

We have always contended and argued that section 11 was 
an important prophylactic in connection with the sale of 
securities to the public. I think you can find testimony in 
the past to the effect the Commission has considered that has 
been a very important aspect of the statutory pattern in se- 
curing a fair disclosure and holding people responsible for the 
sale of an issue to account for fair and accurate information. 
There is no argument there. * * * 

The man who is likely to be liable personally under section 
11 is perhaps going to be a little more careful than if he is 
not liable Nope = before a subcommittee on Commerce and 
Finance of the Committee on Interstate and Foreign Com- 
merce, House of Representatives, 84th Cong., 1st sess., on 
H. R. 5701, p. 83). 


EXPLANATION OF Reportep Brun 


The reported bill would amend section 3 (b) of the Securities Act 
by adding at the end thereof a new paragraph providing that if the 
rules and regulations prescribed by the Securities and Exchange Com- 
mission pursuant to section 3 (b) of the act require that any statement 
or document to be prepared and filed as a condition of the exemption 
under that section, such statement or document, and all parts and 
amendments thereof, shall be deemed to constitute a “registration 
statement” for purposes of section 11 of the act. Any person who has 
a cause of action under section 11 with respect to a security exempted 
under section 3 (b) may sue the issuer, its principal executive officer 
or officers, its principal financial officer, its comptroller or principal 
accounting officer, any person who signed the statement or document, 
and any other person specified in section 11. 

During the course of the hearings on this legislation, it was argued 
by the Chairman of the Securities and Exchange Commission, that 
the reported bill, if adopted, would, in effect, require full registration. 
There is no language in the bill from which such a deduction can be 
made. Moreover, it is not intended that any such construction be 
placed upon it. This bill does not add to or detract from any of the 
existing powers and duties of the Commission under section 3 (b) 
of the act. The Commission would still have the power to prescribe 
rules and regulations which it deems necessary th desirable for the 


protection of investors. 'The Commission may require as little or as 
much information from the issuer as it deems necessary in the particu- 
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lar case. All this bill does is to require that information thus fur- 
nished be subjected to the same standards of honesty as though it were 
furnished under full registration. The sole purpose of the legislation 
is to give the investor in exempted securities, issued pursuant to sec- 
tion 3 (b), the protection of section 11 of the act for false and mislead- 
ing statements or omissions in any statement or document which the 
Commission may require to be prepared and filed as a condition for the 
granting of such exemption. 


Nrep ror LEeGIsLATION 


The number of filings under section 3 (b) of the Securities Act 
are at the rate of 1,200 to 1,300 a year, and represent aggregate offer- 
ings of approximately $250 million annually. During the 10-year 
period from July 1, 1945, through June 30, 1955, the aggregate amount 
of apt offerings was $2,052,181,000. 

or many years prior to April 6, 1953, the rules and regulations is- 
sued by the Securities and Exchange Commission with respect to 
these offerings, known as regulation A, were very simple, and required 
little information on the part of the issuer. ‘All the issuer of such se- 
curities had to do was to file a letter of notification with the Commis- 
sion’s regional office, and answer a few simple questions.’ Five days 
after the filing of this letter, the issuer was permitted to offer his 
securities to the public up to $100,000 prior to May 15, 1945, and up to 
$300,000 since that time. No selling literature of any kind was required 
to be offered to the prospective investor. 

As the hearings before a subcommittee of this committee in the 82d 
Congress will show, the Securities and Exchange Commission found 
that most frauds in the sale of securities took place in these promotional 
issues made pursuant to the section 3 (b) exemption. The subcom- 
mittee questioned Mr. Baldwin B. Bane, then the Director of the 
Division of Corporation Finance of the SEC with respect to these 
fraud eases, and this is what Mr. Bane told the subcommittee: 


I think that the possibility of perpetrating fraud upon the 
investor is much greater under regulation A filings than it 
is under full registration, and the extent to which you broaden 
that exemption field, you naturally broaden the possibility 
of the investor not obtaining the protection that Congress felt 
he should obtain with which I agree, in the form of adequate 
and accurate information about the thing he is asked to buy. 
He certainly does not obtain that in connection with an offer- 
ing under regulation A. 

o that extent, he is offered much less protection. There- 
fore, there is much more opportunity for fraud, except as 
you follow it up through enforcement. There is more oppor- 
tunity for him to act without this protection and there is 
much less opportunity for the investor to obtain the informa- 
tion under regulation A that he should have as provided for 


* The rules called for the name and address of the issuer, the names of the officers and 
directors, the person on whose behalf the offering was to be made, the names of the 
principal underwriters, the amount and title of the securities to be offered, the price to 
the public, the underwriting discounts, the approximate date of the offering, a list of the 
States in which it was proposed to sell the security, and whether or not any selling litera- 
ture was to be used. 
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registered securities. * * * That is a result of what I have 
seen of these filings, coming up through the years; it is not 
esswork, no, sir. (Hearings before a subcommittee of the 
‘ommittee on Interstate and Foreign Commerce, House of 
Representatives, 82d Cong., 2d sess., on Powers, Duties and 
err ee of the Securities and Exchange Commission, pt. I, 
p. 444. 


On April 6, 1953, the Commission put into effect a revision of regula- 
tion A which required a sunedacdide ex ion of the information 
to be filed with the Commisison as a condition for the exemption. The 
new regulation required the use of an offering circular which must 
be furnished to investors before or at the time of sale of the security. 
The text of this regulation is set forth in appendix B. 

The offering circulars may contain statements of officers and direc- 
tors of the issuer, its underwriters, accountants, attorneys, engineers, 
geologists and other experts which lend weight to the merit of the 
securities being offered. The prospective investor relies heavily on 
these statements and opinions in deciding whether or not to invest in 
these securities. He has a right to assume that the statements made 
in the offering circular are not false and misleading in a material way. 
Little does he realize that there is no civil liability attached to any 
of the aforementioned individuals in case the offering circular contains 
an untrue statement of a material fact or omits to state a material 
fact required to be stated therein in order to make the statement not 
misleading. 

The oe civil remedy the purchaser of a security, issued pursuant 
to section 3 (b) exemption, has for false and misleading statements 
or omissions in the offering circular is to sue the seller of the security 
under section 12 of the Securities Act.t| By contrast, the investor in 
registered securities has civil remedies under sections 11 and 12 of 
the act. In case the registration statement and prospectus is false 
and misleading in a material way, he can sue not only the seller of 
the security, but also the issuer, its officers and directors, the under- 
writers, the accountants, attorneys, engineers, geologists and other 
experts named in the registration statement with their consent. 

The committee does not see any justification for giving the investor 
in securities issued pursuant to the exemption in section 3 (b) of the 
act any lesser degree of protection against false and misleading state- 
ments than is accorded to investors in registered securities. The re- 
ported bill would provide additional protection to the investor in 
exempted securities by affording such investor the protection of sec- 
tion 11 of the act. 





*Sec. 12 of the act provides a civil remedy against any person who offers or sells a 
security which would include the issuer when the seller is acting on an agency basis and, 
under see. 15, would include any person or persons who control such seller. 

Under sec. 12 (1) recovery may be based upon a violation of the registration provisions 
of sec. 5 of the act. 

See. 12 (2) provides recovery for offers or sales made by means of a prospectus or oral 
communication which includes an untrue statement of a material fact or omits to state 
a material fact necessary in order to make the statements in the light of the circumstances 
under which they were made not misleading, the purchaser not knowing of such untruth 
or omission. The purchaser does not have to show “reliance” in order to recover under 
this section. The defendant may avoid Mebittte by showing that he did not know, and in 
the exercise of reasonable care could not have known, of such untruth or omission. This 


remedy does not apply to secrities of State or Federal Governments, banks, and similar 
1 sec. 3 (a) (2) of the act. 


issuers exempted u 
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The need for this additional protection is very ably demonstrated 
by the forthright statement of Mr. Edward T. McCormick, president 
of the American Stock Exchange, and a former Commissioner and 
staff member of the Securities and Exchange Commission. In his 
testimony before your committee, Mr. McCormick said: 


My understanding of the historical development of section 
3 (b) was that it was in fact to be an exemption. There were 
certain companies that could take their first step with some 
small] sum, it was originally $100,000 in the law, and the SEC 
under its rulemaking power did exempt offerings of $30,000 
and under. 

In other words, you did not have to do anything with the 
SEC. You just sold the $30,000, and you had an exemption. 
Now, that, I think, was following what the Congress had in 
mind when it adopted 3 (b). However, gradually there has 
evolved a regulation which is basically a prospectus require- 
ment today, very similar to that required of an issue of 
$400,000, so that to my mind they now have merely used 3 (b) 
as a basis for classifying securities. The fact of the matter 
is, I think, that 3 (b) is a dead letter so far as the original 
intent of Congress is concerned. * * * 

I think as a matter of fact, as I say, the requirements (of 
filing under regulation A) now are so great that in effect you 
have merely classified the type of prospectus that is wanted 
for small business. The only basic diiference, of course, is 
the one that you have alluded to so often, that is that they 
automatically get the exemption from section 11, which lia- 
bilities apply only to material contained in a registration 
statement. 

Frankly, as I said earlier, the way I understand the original 
concept of 3 (b), they did not think they were going to have 
accountants and geologists and things of that sort, and that 
in a small proposition the seller would be subject to all of 
the civil liabilities of section 12 and the criminal liabilities 
of section 17. They thought this provided adequate protec- 
tion. 

Now, if the requirements of the SEC have come to the 

oint where issuers are actually employing experts, there 
is absolutely no logic in saying, “If he sells under $300,000, 
the buyer does not have the right to sue those experts, but 
if he sells $400,000 he does.” That is just sheer non- 
sense. * * * 

I think one of the most important legal steps taken at the 
time of the enactment of the 1933 act was the creation of sec- 
tion 11 to cover such individuals, and I certainly think that 
if those individuals are involved in the selling of securities 
under regulation A they should be equally liable. (Hear- 
ings before a subcommittee of the Committee on Interstate 
and Foreign Commerce, House of Representatives, 84th 
Cong., 1st sess., on promotional securities, November 2, 1955, 
pp. 501-504. ) 
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Use or Secrion 8 (b) Exemprion sy Cuasses or Issvrrs 


Of great interest in the consideration of regulation A filings is 
the use made of it by different classes of industries and by old and 
new companies. 

Data furnished to the committee by the Securities and Exchange 
Commission show that during the period April 6, 1953, to October 31, 
1954, almost 2,000 notifications were filed under regulation A. 

Forty-four percent of these filings were by new companies; that 
is, where the issuer had been organized less than 1 year. Fifty-six 
percent of the filings were made by companies which had been or- 
ganized for 1 or more years. 

Filings by gas, oil, uranium, and other mining companies, both 
new and old, comprised 30 percent of the total number of filings 
in this period. Communication industries filed only 53 notifications, 
or 3 percent of the total, during this 19-month period. Specific refer- 
ence is made to the communication industry because the independent 
telephone companies have taken a strong position in favor of the 
section 3 (b) exemption, and, in fact, have. ur that the $300,000 
limitation now in the law be increased to a much higher figure. The 
facts show that telephone companies have made little use of this 
exemption in the flotation of their securities. 

One of the principal concerns of the committee with respect to se- 
curities issued pursuant to the section 3 (b) exemption is the large use 
which is being made of it by uranium mining companies. Beginnin 
with May 1954, a large increase took place in filings under regulation / 
by uranium companies. In the 12 months preceding this month, 
fewer than 10 issues were filed during any 1 month, and the aggregate 
amount during the month was less than $2 million. In May of 1954, 
16 issues were filed with an aggregate dollar amount of $3,510,000. In 
subsequent months, the number of filings fluctuated, but were in excess 
of the May total. In October 1954, 43 issues were filed having an 
aggregate dollar value of $8,179,000. Thus, during the 6-month 
period from May through October 1954, 180 issues of uranium stock 
were filed under regulation A for an aggregate amount of $38,167,000. 
The overwhelming majority of these issues, sold at 5 or 10 cents per 
share, have proved to be a total loss to the investing public. The 
people who got hurt mostly are the small investors—the clerk, the 

actory worker, the railroad employee—who are unable to purchase 
the high-priced stocks. 

A startling feature of these uranium stock promotions is the high 
cost of floating these securities and the large stock options taken 
the promoters of such deals. Examination of a good number of 
uranium-offering circulars show that the underwriting commissions 
and discounts go as high as 3314 percent of the gross proceeds, with 
the large proportion of such offerings providing underwriting commis- 
sions and discounts of 20 percent or more. In addition, most of these 
offerings allow the underwriters cash expenses up to $25,000, and lib- 
eral stock options. In the case of 27 out of 33 uranium-stock issues 
examined by the committee staff, the public would contribute between 
90 and 100 percent of the cash but get only between 3714 and 95.2 per- 
cent of the total stock of the companies. In the case of 10 of these com- 
panies, the public would less than 60 percent of the stock of the 
corporation. In four of these companies, the public would get only 
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two-thirds of the total outstanding stock in return for supplying prac- 
tically all the cash.° : 

These nranium-offering circulars are elegant looking brochures, 
containing colored maps showing the location of the mining properties 
on which the companies have options, and include statements of geolo- 
gists, attorneys, accountants, etc. Little does the prospective investor 
realize that no civil liability attaches to these experts under the Secu- 
rities Act for false or misleading statements. 


Cost or Fiorarion oF SMALL Issugs 


Tt has been alleged by some that to enact legislation which would 
make section 11 applicable to offerings under section 3 (b), would be 
tantamount to requiring the registration of such offerings and would 
increase the cost of financing and therefore be a hinderance to small 
business. Yet, the records of the Securities and Exchange Commis- 
sion show that the cost of small flotations of issues are attributable 
predominantly to compensation to underwriters and distributors, and 
only a relatively small part is represented by other expenses, including 
those affected by registration requirements. 

The Tenth Annual Report of the Securities and Exchange Com- 
mission contains data which indicate that the registration require- 
ments of the Securities Act have very little to do with the high cost 
of floating small issues. The Securities and Exchange Commission 
stated : 


Statistics showing the flotation costs of equity security is- 
sues of small companies during the period from January 1, 
1938, to June 30, 1944, are presented in appendix table 2. 
There are included all common and preferred issues filed 
separately for primary distribution by companies having less 
than $5 million of assets, other than issues of investment 
trusts and extractive industry companies. The analysis 
shows that the total flotation costs of equity issues of com- 
panies reporting less than $1 million of assets amounted to 
21.6 percent of the expected gross proceeds which included 
19.7 percent as compensation to underwriters and dealers and 
1.9 percent for other expenses. Comparable figures for the 
companies reporting assets of between $1 million and $5 mil- 
lion were 15.8 percent total flotation costs, which included 
14 percent as compensation and 1.8 percent for other expenses. 

St course only a part of the “other expenses” category is 
attributable to registration. Such expense items as issuance 
taxes, registrar’s fees, trustee’s fees, the cost of complying 
with State securities laws, and the cost of printing certifi- 
cates and the preparation of underlying documents such as 
charter amendments and mortgages must be paid even though 
securities proposed to be offered are exempt from registra- 
tion. Furthermore, even though registration were not re- 
quired, there would in most cases be certain fees for legal and 
accounting services and expenses for the preparation of sell- 

- ing literature. It seems clear, therefore, that any measure 


®See hearings before a Subcommittee on Commerce: and nee of th mmittee on 
Interstate and Foreign Commerce, on H. R. 5701, op. cit., pp. 3 ff. soe ee 
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designed to diminish that ote of the 1.8 or 1.9 percent 
“other expense” figure attributable to registration costs alone 
may not afford very substantial relief to enterprises that must 
pay in addition from 15 to 20 cents out of every dollar as com- 
mission to underwriters for selling their securities (Tenth 
Annual Report of the Securities and Exchange Commission 
to the Congress, 1945, pp. 20, 21). 


In particular, so far as the cost of floating uranium issues is con- 
cerned, the Securities and Exchange Commission has admitted that 
the cost of registering such issues and the cost of floating them under 
the section 3 (b) exempt procedure is approximately the same (hear- 
ings before the Commerce and Finance Subcommittee of the House 
aR) Interstate and Foreign Commerce, 84th Cong., on H. R. 
5107, p. 97). 

ao if the enactment of the reported bill might entail a slight 
additional expense to the issuer—and there is no conclusive evidence 
that this would occur—the committee nevertheless believes that such 
slight additional expense would be justified by reason of the fact that 
investors in exempted securities issued pursuant to section 3 (b) would 
have greater gpa ag against false and misleading statements and 
omissions in the selling literature than they now have. The mere fact 
that the persons concerned with any statement could be held civilly 
liable for misstatements or omissions would tend to make the offer- 
ing circulars more accurate. 


HEARINGS 


Hearings on H. R. 9319, and a similar bill H. R. 5701, were heid 
by the Subcommittee on Commerce and Finance of your committee 
on July 20 and 21, 1955, and on April 10 and May 9, 1956. During 
the adjournment of the Congress last year the subcommittee also held 
hearings on the subject of promotional securities during which the 
poe under section 3 by of the Securities Act was discussed at 
ength. 

ae the many witnesses who favored an amendment to the Se- 
eurities Act embodied in the reported bill to provide additional pro- 
tection to investors, were representatives of the American Federation 
of Labor and the Congress of Industrial Organizations, the attorney 
general of the State of New York, the securities commissioner of the 
State of Utah, and many attorneys and securities dealers. 

The reports on H. R. 9319 from the Securities and Exchange Com- 
mission and the Bureau of the Budget are set forth in appendix C 
to this report. 


ConcLUsION 


A large segment of American investors today, principally small 
investors, are being solicited to invest their savings in securities which 
are exempted from registration under the provisions of section 3 (b) 
of the Securities Act of 1933. The public offerings pursuant to this 
exemption have been substantial. and presently amount to approxi- 
mately $250 million annually. Investors in these securities are not 
receiving adequate protection against false and misleading statements 
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or omissions made in the selling literature on the basis of which the 
public is being solicited to invest its savin 

The reported bill would impose civil liabilities on those who are 
responsible for making the false and misleading statements or omis- 
sions with respect to the securities being offered pursuant to section 
3 (b) of the Securities Act, thereby giving investors in such securities 
the protection of section 11 of this act, which investors in registered 
securities now enjoy. The imposition of such liabilities would result 
in the exercise of greater care and diligence by those who prepare these 
statements. It would result in more accurate disclosure of information 
regarding the securities being offered publicly. 

our committee believes that the reported bill is in the public inter- 

est and for the protection of investors. Its prompt enactment into 
law is strongly recommended. 


CHANGES IN Existino Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is i in italic, existing 
law in which no change is proposed is shown in roman) : 


Section 3 (b) or rue Securities Act or 1933, as AMENDED 


Sec. 3. (a) * * * 

(b) (7) The Commission may from time to time by its rules and 
regulations, and subject to such terms and conditions as may be pre- 
scribed therein, add any class of securities to the securities exempted 
as provided in this section, if it finds that the enforcement of this title 
with respect to such securities is not necessary in the public interest 
and for the protection of investors by reason of the small amount in- 
volved or the limited character of the public offering; but no issue 
of securities shall be exempted under this subsection where the aggre- 


gate amount at which such issue is offered to the public exceeds 
$300,000, 


(2)1f the rules and regulations prescribed by the Commission under 
paragraph (1) of this subsection shall require any statement or docu- 
ment to be prepared and filed as a condition of exempiton thereunder, 
such statement or document, and all parts and amendments thereof, 
which are so filed shall be deemed to constitute a “registration state- 
ment” for purposes of section 11. Any person who, by reason of the 
provisions of this paragraph, has a cause of action under section 11 
with respect to a security exempted pursuant to this subsection may sue 
the issuer, its principal executive officer or officers, its principal finan- 
cial officer, its comptroller or principal accounting officer, any person 
who signed the statement or document, and any other person specified 
in section 11. Any such statement or document, or any part thereof, 
shall be deemed to become effective for purposes of section 11 when 
it is filed with the Commission, unless such statement or document, or 
part thereof,is amended before the securities are offered to the public, 
in which event such statement or document, or part thereof, shall be 
deemed to become effective when so amended. Notwithstanding the 
foregoing sentence, the Commission may by rule prescribe a later date 
as the effective date of such statement or document, or any part thereof, 
for purposes of section 11. 


~ i ee ei oe: ee 








MINORITY REPORT 


The committee gave consideration to three bills. The first of these, 
H. R. 5701, would have repealed section 3 (b) of the Securities Act 
of 1933, which provides for the exemption of small offerings from 
the registration and related requirements of the Securities Act of 
1933. ‘The other two bills, H. R. 9319 and H. R. 11308, were both 
designed to strengthen the civil liability provisions applicable to 
false and misleading statements made in offerings exempted pursuant 
to section 3 (b), but differed in their provisions. 

The committee has not approved H. R. 5701, for the repeal of the 
exemption. The majority of the committee has recommended the 
adoption of H. R. 9319 and rejected H. R. 11308. While in our view, 
H. R. 9319, adopted by the majority, is commendable and its author 
should be complimented for bringing this subject to the attention of 
the Congress, we feel its adoption would in substance destroy the 
exemption from registration for small offerings provided by section 
3 (b), which has generally been utilized by small business firms. In 
the hearings of the subcommittee, the Chairman and the Director of 
the Division of Corporation Finance of the Securities and Exchange 
Commission testified on behalf of the Commission that enactment of 
H. R. 9319 would have this consequence. It is generally recognized 
that easy access to the capital markets is one of the problems confront- 
ing small business. Efforts have been made through the Small Busi- 
ness Administration and otherwise to provide small business with 
sources of credit, that is, of debt capital, but small business must still 
look to the capital markets for equity capital required for its expan- 
sion and development. Therefore, the minority of the committee 
recommends instead the adoption of H. R. 11308 which would give 
to investors in exempted issues an adequate civil remedy against per- 
sons responsible for fraud in the making of exempted offerings with- 
out impairing the exemption generally used by small business in 
raising equity capital. 

Section 17 {*) of the act makes it unlawful for any person to sell 
securities by false or misleading statements, and section 12 (2) pro- 
vides for civil liabilities against persons selling securities in similar 
circumstances. Generally initial issues of securties in interstate com- 
merce, unless exempt, are subject to the registration provisions of 
section 5, which require the filing of a registration statement contain- 
ing information about the security, and the delivery of a prospectus 
to investors containing substantially such information. In these cases, 
section 11 imposes civil liabilities on the issuing corporation, its 
directors, officers, controlling persons, experts (such as accountants, 
engineers, geologists, attorneys), and underwriters, for false or mis- 
leading statements or omissions in the registration statement, and 
imposes an affirmative duty of investigation of the statements that are 
made or should have been made in the registration statement on direc- 
tors, principal officers, experts, and underwriters. 
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The registration requirement and the related affirmative duty of 
investigation of the facts by these various individuals are unquestion- 
ably sound as applied to offerings of substantial size. However, there 
must be some lower limit to the size of the transactions to which 
these requirements can reasonably be applied, in view of the time and 
expense involved in registration. Section 3 (b) provides as follows: 


Except as hereinafter expressly provided, the provisions 
of this title shall not apply to any of the following classes 
of securities: 

* * * * 


* 

@) The Commission may from time to time by its rules 
and regulations, and subject to such terms and conditions 
as may be prescribed therein, add any class of securities to 
the securities exempted as provided in this section, if it finds 
that the enforcement of this title with respect to such securi- 
ties is not necessary in the public interest and for the pro- 
tection of investors by reason of the small amount involved 
or the limited character of the public offering; but no issue 
of securities shall be exempted under this subsection where 
the aggregate amount at which such issue is offered to the 
public exceeds $300,000. 


Originally, section 3 (b) provided for an exemption of offerings of 
$100,000 or less. In 1945 the statute was amended to raise this figure 
to $300,000. One of the important purposes of this action was to 

rovide smal] business with relatively simpler access to needed capital. 

ince 1953 the Commission has required the preparation and use of a 
short offering circular as a condition of exemption. 

More recently the public developed a great speculative interest in 
the low-priced stocks of promotional uranium ventures. Our hear- 
ings show that many questionable issues of this sort have been sold 
to the public, and that the promoters have often received an excessive 
share of the proceeds. The Commission required the facts to be dis- 
closed in the offering circulars used pursuant to its rules under section 
3 (b), but many members of the public nevertheless bought such 
securities. 

The Securities Act does not prevent the sale of dubious or specu- 
lative uranium issues, because the statute does not contemplate ap- 
eit be or disapproval of securities by the Commission, as some State 

lue sky laws do, but is concerned primarily with disclosure of facts to 
aid investors in making their own decisions, The committee and the 
Commission have both been deeply concerned about the problems 
arising from the widespread public interest in speculative uranium 
stocks. The Commission has bolstered its enforcement activities, 
particularly by increasing broker-dealer inspections and fraud in- 
vestigations, and for the fiscal year 1957 the Congress has appro- 
priated additional funds to strengthen the Commission’s enforcement 
activities. ‘The Commission has also been studying ible strength- 
ening amendments to its exemptive regulations under section 3 (b). 

So long as the act remains basically in its present form, it cannot 
prevent the exercise of poor judgment by individual investors or, for 
that matter, their purchase of securities without bothering to read 
what is set forth in the offering circular or prospectus, The purpose 
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of the bills in question is more limited. They would provide addi- 
tional or more specific civil liabilities for false and misleading state- 
ments in literature filed or used in exempted offerings. Section 12 
(2) now imposes civil liability on any person who offers or sells a 
security by false or misleading statements, and section 15 imposed 
liability on persons who control anyone liable under section 12 (2). 
The purpose of H. R. 11308, which 1s favored by the minority of the 
committee, is to make sure that the civil liabilities extend to the 
various individuals who may be responsible for such false or mis- 
leading statements. 

H. R. 9319, which is favored by the majority, provides that the offer- 
ing circular and material filed in connection with the exempted offer- 
ing “shall be deemed to constitute a ‘registration statement’ for the 
purposes of section 11.” Section 11 is far more than an antifraud 
provision. It is an integral ret of the process of full registration, 
which is designed to provide the information necessary for investment 
analysis. Moreover, its purpose, as outlined in the report of the House 
of Representatives with respect to the bill which became the Securities 
Act. (H. Rept. 85, 73d Cong., Ist sess.) is to impose upon issuers, cer- 
tain officers, directors, underwriters, and experts the standards of 
honesty, care, and competence demanded of a fiduciary or trustee. All 
of the persons liable, including individual directors and officers, are 
under an affirmative duty to make all reasonable investigation neces- 
sary to justify a reasonable belief in the accuracy of the registration 
statement and the absence of material omissions. The only ee 
is in the case of material based upon the authority of someone else as 
an expert and, even then, there must be no reasonable ground for 
other responsible persons to believe that there are untruths or materia] 
omissions in the work of the expert. The purpose of this requirement 
is to impose upon all responsible individuals a duty of making cer- 
tain, at their peril, that the standards of full and fair disclosure of all 
material facts required in full registration are met. 

Il. R. 9319 would make these requirements equally applicable to 
exempted offerings. The affirmative requirements for personal inves- 
tigation by directors and others would be the same in either case. For 
example, these individuals might risk personal liability if they per- 
mitted the use of financial statements Fased simply on the corpora- 
tion’s books, without investigation by themselves, or an audit by an 
independent accountant such as is required in registered offerings. 
Moreover an accountant could not safely permit the use of a balance 
sheet prepared by him even if it was not represented as certified, unless 
he had made an adequate audit and investigation; and lawyers and 
other professional people would be reluctant to participate in the 
preparation of material for exempted offerings without full compli- 
ance with the affirmative investigation requirements of section 11. 

The Commission now requires the filing and use of an offering cir- 
cular in exempted offerings. This document is neither as long nor as’ 
elaborate as a registration statement. Since H. R. 9319 would impose 
upon directors and other individuals substantially the same liability 
for omissions in the offering circular as is imposed for omissions in 
the case of registered offerings, these persons might feel it necessary 
for their own protection to include substantially the same informa- 
tion, It may be true that such elaborate disclosure would not neces- 
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sarily be required, but an individual director or other person faced 
with the possible liability to refund out of his own pocket the entire 
amount raised and used by the issuer would probably feel that he 
could not safely take any chances at all and would accordingly insist 
that nothing which could possibly be regarded as material be omitted. 
The practical effect of this would be that the exemption for small 
offerings would largely be destroyed. 

Under the minority proposal, on the other hand, the directors and 
other individuals would not be liable except for actual misconduct or 
bad faith, but the issuing corporation would have an absolute liability 
for any false or misleading statements, even if innocently made. In 
our judgment this represents a proper balancing of the interests in- 
volved. It provides individual liability for any abuse or bad faith, 
it gives the investor a right to recover from the company even for 
innocent misrepresentations, and it continues to provide legitimate 
industry, primarily small business, with relatively quick and ready 
access to needed capital. 


ArrHor G. Kier. 
IstporE DoLiInceErR. 
Samurt N. Frrepen. 








APPENDIXES 


Aprenpix A 
Text or Section 11 or Tue Securities Acr or 1933 
CIVIL LIABILITIES ON ACCOUNT OF FALSE REGISTRATION STATEMENT 


Sec. 11. (a) In case any part of the registration statement, when 
such part became effective, contained an untrue statement of a material 
fact or omitted to state a material fact required to be stated therein or 
necessary to make the statements therein not misleading, any person 
acquiring such security (unless it is proved that at the time of such 
acquisition he knew of such untruth or omission) may, either at law 
or In equity, in any court of competent jurisdiction, sue— 

(1) every person who signed the registration statement; 

(2) every person who was a director of (or person performing 
similar functions) or partner in, the issuer at the time of the filing 
of the part of the registration statement with respect to which his 
liability is asserted ; 

(3) every person who, with his consent, is named in the regis- 
tration statement as being or about to become a director, person 
performing similar functions, or partner; 

(4) every accountant, engineer, or appraiser, or any person 
whose profession gives author‘ty to a statement made by him, who 
has with his consent been named as having prepared or certified 
any part of the registration statement, or as having prepared or 
certified any report or valuation which is used in connection with 
the registration statement, with respect to the statement in such 
registration statement, report, or valuation, which purports to 
have been prepared or certified by him; 

(5) every underwriter with respect to such security. 

If such person acquired the security after the issuer has made 
generally available to its security holders an earning statement 
covering a period of at least twelve months beginning after the 
effective date of the registration statement, then the right of 
recovery under this subsection shall be conditioned on proof that 
such person acquired the security relying upon such untrue state- 
ment in the registration statement or relying upon the registration 
statement and not knowing of such omission, but such reliance 
may be established without proof of the reading of the registration 
statement by such person. 

(b) Notwithstanding the provisions of subsection (a) no person, 
other than the issuer, shall be liable as provided therein who shall 
sustain the burden of proof— 

(1) that before the effective date of the part of the registra- 
tion statement with respect to which his liability is asserted (A} 
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he had resigned from or had taken such steps as are permitted by 
law to resign from, or cease or refused to act in, every office, 
capacity, or relationship in which he was described in the regis- 
tration statement as acting or agreeing to act, and (B) he had 
advised the Commission and the issuer in writing that he had 
taken such action and that he would not be responsible for such 
part of the registration statement; or 

(2) that if such part of the registration statement became 
effective without his knowledge, upon becoming aware of such 
fact he forthwith acted and advised the Commission, in accord- 
ance with paragraph (1), and, in addition, gave reasonable public 
notice that such part of the registration statement had become 
effective without his knowledge; or 

(3) that (A) as regards any part of the registration statement 
not purporting to be made on the authority of an expert, and not 
purporting to be a copy of or extract from a report or valuation 
of an expert, and not purporting to made on the authority of 
a public official document or statement, he had, after reasonable 
investigation, reasonable ground to believe and did believe, at 
the time such part of the registration statement became effective, 
that the statements therein were true and that there was no 
omission to state a material fact required to be stated therein or 
necessary to make the statements therein not misleading; and 
(B) as regards any part of the registration statement purporting 
to be made upon his authority as an expert or purporting to be a 
copy of or extract from a report or valuation of himself as an 
expert, (i) he had, after reasonable investigation, reasonable 
ground to believe and did believe, at the time such part of the 
registration statement became effective, that the statements 
therein were true and that there was no omission to state a mate- 
rial fact required to be stated therein or necessary to make the 
statements therein not misleading, or (ii) such part of the regis- 
tration statement did not fairly represent his statement as an 
ms ls or was not a fair copy of or extract from his report or 
valuation as an expert; and td) as regards any part of the regis- 
tration statement purporting to be made on the authority of an 
expert (other than himself) or purporting to be a copy of or ex- 
tract from a report or valuation of an expert (other than himself), 
he had no reasonable ground to believe and did not believe, at 
the time such part of the registration statement became effective, 
that the statements therein were untrue or that there was an 
omission to state a material fact required to be stated therein or 
necessary to make the statements therein not misleading, or that 
such part of the registration statement did not fairly represent the 
statement of the expert or was not a fair copy of or extract from 
the report or valuation of the expert; and (D) as regards any part 
of the registration statement purporting to be a statement made by 
an official person or purporting to be a copy of or extract from a 
public official document, he had no reasonable ground to believe 
and did not believe, at the time such part of the registration 
statement became effective, that the statements therein were un- 
true, or that there was an omission to state a material fact required 
to be stated therein or necessary to make the statements therein not 
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misleading, or that such part of the registration statement did not 

: fairly represent the statement made by the official person or was 
not a fair copy of or extract from the public official document. 

(c) In determining, for the purpose of paragraph (3) of subsec- 

tion (b) of this section, what constitutes reasonable investigation and 
reasonable ground for belief, the standard of reasonableness shall be 

that required of a prudent man in the management of his own 


sar ag A 

(d) If any pi becomes an underwriter with respect to the 
— after the part of the registration statement with respect to 
which his liability is asserted has become effective, then for the pur- 
poses of paragraph (3) of subsection (b) of this section such part of 
the registration statement shall be considered as having become effec- 
tive with respect to such person as of the time when he became an 
underwriter. 

(e) The suit authorized under subsection (a) may be to recover 
such damages as shall represent the difference between the amount 
paid for the security (not exceeding the price at which the security was 
offered to the Sagan and (1) the value thereof as of the time such 
suit was brought, or (2) the price at which such security shall have 
been disposed of in the market before suit, or (3) the price at which 
such security shall have been disposed of after suit but before judg- 
ment if such damages shall be less than the damages representing the 
difference between the amount paid for the security (not exceeding the 
price at which the security was offered to the public) and the value 
thereof as of the time such suit was brought: Provided, that if the 
defendant proves that any portion or all of such damages represents 
other than the depreciation in value of such security resulting from 
such part of the registration statement, with respect to which his 
liability is asserted, not being true or omitting to state a material fact 
required to be stated therein or necessary to make the statements 
therein not misleading, such portion of or all such damages shall not 
be recoverable. In no event shall any underwriter (unless such un- 
derwriter shall have knowingly received from the issuer for acting 
as an underwriter some benefit, directly or indirectly, in which all 
other underwriters similarly situated did not share in proportion to 
their respective interests in the underwriting) be liable in any suit or 
as a consequence of suits authorized under subsection (a) for damages 
in excess of the total price at which the securities underwritten by him 
and distributed to the public were offered to the public. In any suit 
under this or any other section of this title the court may, in its discre- 
tion, require an undertaking for the payment of the costs of such suit, 
including reasonable attorney’s fees, and if judgment shall be rendered 
against a party litigant, upon the motion of the other party litigant, 
such costs may be assessed in favor of such party litigant (whether or 
not such undertaking has been required) if the court believes the suit 
or the defense to have been without merit, in an amount sufficient to 
reimburse him for the reasonable —— incurred by him, in con- 
nection with such suit, such costs to be taxed in the manner usually 


provided for taxing of costs in the court in which the suit was heard. 
(f) All or any one or more of the persons specified in subsection 
coer, be jointly and severally liable, and every person who becomes 
able to make any payment under this section may recover contribution 


by 
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as in cases of contract from any person who, if sued separately, would 
have been liable to make the same payment, unless the person who 
has become liable was, and the other was not, guilty of fraudulent 
misrepresentation. 

(g) Innocase shall the amount recoverable under this section exceed 
the price at which the security was offered to the public. 


Apprenpix B 
SecuriTres AND ExcHance CoMMISSION 


WASHINGTON, D. C. 


SECURITIES ACT OF 1933-—-ADOPTION OF REVISED REGULATION A 


Purpose of Revision 
Release No. 3466 


On August 15, 1952, the Securities and Exchange Commission pub- 
lished notice that it had under.consideration a proposed revision of 
reqelation A under the Securities Act of 1933. This regulation pro- 
vides an exemption from registration under the act for small issues 
of securities (not exceeding $300,000 in amount) upon compliance 
with the provisions of this regulation. The Commission has con- 
sidered all of the comments and suggestions received and has deter- 
mined that the proposed revision should be adopted, with certain 
modifications which have been incorporated therein. A copy of the 
revised regulation is attached hereto. 

One of the principal changes effected by the revision of regulation 
A is the requirement that an offering circular containing certain 
minimum information, including financial information, be employed 
in the distribution of securities under this regulation. In adoptin 
this new requirement the Commission had in mind the caaael 
intent to aid small businesses by providing an exemption from the 
requirements of registration with respect to offerings not exceeding 
$300,000 in amount while making possible more effective enforcement 
of the antifraud provisions of the statute. The regulation requires 
that the investor be furnished with such basic information as will 
indicate to him the essential characteristics of the enterprise in which 
he is being asked to invest his funds. 

In line with the basic purposes of the regulation, offering circulars 
proposed to be used in connection with oiferings under the revised reg- 
ulation will be examined primarily from the standpoint of determin- 
ing whether the minimum basic facts are revealed and whether 
these facts indicate the existence of fraud in connection with the pro- 
posed — 

The revised regulation contains an innovation in the Commission’s 
rules under section 3 (b) by permitting the use of limited written ad- 
vertisements or other written communications prior to the sending or 
giving of the offering circular. This provision is intended to permit 
persons making an offering under regulation to advertise inexpen- 
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sively for the purpose of obtaining inquiries from persons who may 
be interested in receiving the offering circular. 

Provision is also made in the revised regulation for denying or sus- 
pending the exemption in cases where the Commission finds that the 
terms and conditions of the exemption have not been met; that the 
offering circular or other material filed pursuant to the regulation is 
fradulent, that fraud or deceit is being perpetrated or would be per- 
petrated in the sale of the securities or that some event has occurred 
which would have made the exemption unavailable had it occurred 
prior to the filing of the notification. It is the Commission’s hope 
that this Pore will be invoked only in those rare cases where per- 
sons employing the rule refuse to comply with the spirit of the regula- 
tion and that in the vast majority of cases the Commission’s customary 
letter of comment will be adequate to secure compliance. 

The revised regulation exempts offerings up to a maximum of 
$300,000. However, in computing this amount there must be included 
all securities of the issuer’s predecessors and affiliates currently being 
offered under this regulation or sold pursuant to an offering there- 
under commenced within 1 year. All securities sold in violation of 
the registration provisions of the act within 1 year must also be in- 
cluded. Offerings on behalf of any one person other than the issuer 
are limited to a maximum of $100,000. Subject to this limitation, 
persons other than the issuer may offer, in the aggregate, more than 
$100,000, but not more than $300,000. The full amount of $300,000 
may, however, be offered on behalf of the estate of a deceased person 
if the offering is made within 2 years after the death of such person. 
In the case of all offerings proposed to be made on behalf of persons 
other than the issuer there must be filed with the notification a written 
py Soap signed by the issuer to the effect that the sp one 
offering will not interfere with any needed financing by the issuer 
under regulation A, 

The revised regulation also provides for the filing of semiannual 
reports showing the progress of the offering. This requirement 
merely formalizes in the rules the present administrative practice of 
requesting such reports. No further reports are required after com- 
pletion or termination of the offering and the filing of a final report. 


Statutory Basis 


The revised regulation A is adopted pursuant to the Securities Act 
of 1933, particularly sections 3 (b) and 19 (a) thereof, the Commission 
deeming such action necessary and appropriate in the public interest 
and for the protection of investors and necessary to carry out its func- 
tions under the act. 

Effective Date 


Regulation A, as revised, shall become effective March 6, 1953, pro- 
vided that such regulation as heretofore in effect may, at the option 
of the person or persons on whose behalf the offering is to be made, 
apply to any offering commenced thereunder prior to April 6, 1953. 

By the Commission. 


Orvat L. DuBors, Secretary. 
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Reeutation A 
GENERAL EXEMPTION 


Rule 215. Definitions of terms used in this regulation 

As used in this regulation, the following terms shall have the 
meanings indicated : 

(a) An “affiliate” of an issuer is a person controlling, controlled by 
or under common control with such issuer. An individual who con- 
trols an issuer is an affiliate of such issuer. 

(b) A “predecessor” of an issuer is a person the major portion of 
whose assets have been acquired directly or indirectly by the issuer 
and who at the time of the transfer of such assets was an affiliate of 
the issuer or of any person who is an affiliate of the issuer. 

(c) A “principal underwriter” is an underwriter who is a party 
to the underwriting agreement (whether written or oral) with the 
issuer or other person on whose behalf the securities are offered here- 
under. “Underwriter” shall have the meaning give in Section 2 (11) 
of the Act. 

(d) A “promoter” of an issuer is a person who took an important 
part in the organization of such issuer, or in the acqusition of its 
assets. 

(e) A “resident” of the United States is an individual resident 
thereof, or a corporation or other organization which is incorporated 
or organized under the laws of the United States, any State or Terri- 
tory or the District of Columbia. 


Rule 216. Securities ecempted 


(a) Except as hereinafter provided in this rule, securities issued by 
any resident of the United States having his or its principal business 
operations in the United States shall be exempt from registration 
under the Act if offered in accordance with the terms and conditions 
of this regulation. 

(b) No exemption under this regulation shall be available for any 
of the following securities: 

(1) Fractional undivided interests in oil or gas rights as 
defined in Rule 300, or similar interests in other mineral rights. 

(2) Certificates of interest as defined in Rule 360. 

(3) Securities of any investment company registered or re- 
quired to be registered under the Investment Company Act of 
1940. 

(4) Securities of any issuer if such issuer or any of its predeces- 
sors or affiliates—— 

(i) has filed a registration statement which is the subject 
of pending proceedings under Section 8 (b),8 (d), or 8 (e) of 
the Act or is subject to an order entered under any such 
section within five years prior to the filing of the notification 
required by Rule 218; or 

(ii) is subject to pending proceedings under Rule 223, or 
any similar rule adopted under Section 3 (b) of the Act, or to 
oe order entered thereunder within five years prior to such 

ing. 

(5) Securities of any issuer if such issuer or any of its directors, 
officers, affiliates or predecessors, any of its promoters presently 


-y 


aD Get SS 


atid ent ee oelhUCUellCOeeD 








AMENDING SECURITIES ACT OF 1933 21 


connected with it in any capacity if the issuer was organized 
within the past three years, or any principal underwriter of the 
securities to be offered hereunder— 

(i) has been convicted within five years prior to the filing 
of the notification required by Rule 218 of any crime or offense 
involving the purchase or sale of any security arising out 
of the conduct of the business of a broker or dealer; 

(ii) is subject to any order, judgment, or decree of any 
court entered within five years prior to such filing, enjoining 
or restraining such person from engaging in or continuing 
any conduct or practice in connection with the purchase or sale 
of any security or arising out of the business of a broker or 
dealer; or 

(iii) is subject to a United States Post Office fraud order 
entered within five years prior to the date of such filing. 


Rule 217. Amount of securities exempted 


(a) The aggregate offering price of all of the following securities 
of (i) the issuer, Sa Baa predecessors and (iii) all of its affiliates which 
were organized, or because affiliates of the issuer, within the past two 
years, Shall not exceed $300,000 : 

(1) all securities of such persons presently being offered under 
this regulation or specified in the notification required by Rule 218 
as proposed to be so offered ; 

2) all securities of such persons previously sold pursuant to 
an offering under this regulation commenced within one year prior 
to the commencement of the proposed offering; and 

(3) all securities of such persons sold in violation of Section 
5 (a) of the Act within one year prior to the commencement of 
the proposed offering : 
Notwithstanding the foregoing, the aggregate offering price of all 
securities of seh persons so offered or sold on behalf of any one 
person other than the issuer or issuers of such securities shall not 
exceed $100,000, except that this limitation shall not apply if the 
securities are to be offered on behalf of the estate of a deceased person 
within two years after the death of such person. 

(b) The aggregate offering price of securities which have a de- 
terminable market value shall be computed upon the basis of such 
market value as determined from transactions or quotations on a 
specified date within 15 days prior to the date of filing the letter of 
notification, or the offering price to the public, whichever is higher; 
provided, that the aggregate gross proceeds actually received from the 
public shall not exceed the maximum aggregate offering price per- 
mitted, in the particular case, by paragraph (a) above. 

(c) Where securities are offered in exchange for outstanding securi- 
ties, claims or property, the aggregate offering price thereof shall be 
computed upon the basis of the market value of the securities, claims, 
or property to be received in exchange, as established by bona fide 
sales made within a reasonable time, or in the absence of such sales, 
upon the basis of the fair value of the securities, claims, or propert 
to be received in exchange, as determined by some accepted standard. 

(d) The aggregate offering price of assessable securities shall in- 
clude the aggregate amount of all assessments legally leviable thereon 
at the time of the offering thereof or at any time thereafter. 
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(e) The following securities need not be included in Ser the 
amount of securities which may be offered under this regulation: (i) 
unsold securities the offering of which has been withdrawn by amend- 
ing the pertinent notification to reduce the amount stated therein as 
nore to be offered; or (ii) securities acquired, otherwise than for 

istribution, by a single holder of the majority of the outstanding 
voting stock of the issuer in connection with a pro rata offering to 
stockholders. 


Rule 218. Filing of notification on Form 1-A 


At least 10 days (Saturdays, Sundays, and holidays excluded) prior 
to the date on which the initial offering of any securities is to be made 
under this regulation, there shall be filed with the Regional Office of 
the Commission for the region in which the issuer’s principal business 
operations are conducted, three copies of a notification on Form 1-A. 

e notification shall be signed the issuer and by each person, 
other than the issuer, on whose behalf any of such securities are to 
be offered. If the notification is signed by any person on behalf of 
any other person, evidence of authority to sign on behalf of such other 
person shall be filed with the notification, except where an officer of 
the issuer signs on behalf of the issuer. 

Rule 219. Filing and use of offering circular 

(a) Except as provided in paragraph (b) and in Rule 220— 

(1) no written offer of securities shall be made under this 
regulation unless an offering circular containing the information 
specified in paragraph (c) is concurrently given or has previously 
been given to the person to whom the offer is made, or has been 
sent to such person under such circumstances that it would nor- 
mally have been received by him at or prior to the time of such 
written offer; and 

(2) no securities shall be sold under this regulation unless 
such an offering circular is given to the person to whom the securi- 
ties are sold, or is sent to such person under such circumstances 
that it would normally be received by him, with or prior to any 
confirmation of the sale, or prior to the payment by him of all 
or any part of the purchase price of the securities, whichever first 
occurs : 

Provided, That in case of transactions effected on a securities exchange, 
delivery of the offering circular shall be deemed to have been made 
if the issuer or any principal underwriter shall, prior to such trans- 
actions, furnish to such exchange a reasonable number of copies of such 
circular for delivery to any person or persons requesting copies thereof. 

(6) The offering circular specified in paragraph (a) need not be 
filed with the Commission or used in connection with an offering of 
securities under this regulation if the aggregate offering price of all 
securities of the issuer, its predecessors and affiliates offered or sold 
without the use of such an offering circular does not exceed $50,000, 
computed in accordance with Rule 217. In such case, however, there 
shall be filed as an exhibit to the notification three copies of a state- 
ment setting forth the information specified in subparagraphs (c) (1), 
(2), (2), (4), and (5) of this rule. 

(c) The offering circular required by paragraph iy fare: be dated, 
shall contain the following statement on the outside front cover page 
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of the _—! circular in capital letters in type as large as that used 
nerally in the body of such circular and the following items of in- 
ormation : 


THESE SECURITIES ARE OFFERED PURSUANT TO AN EXEMPTION FROM 
: REGISTRATION WITH THE SECURITIES AND EXCHANGE COMMISSION. 
) THE COMMISSION DOES NOT PASS UPON THE MERITS OF ANY SECURI- 
TIES NOR DOES IT PASS UPON THE ACCURACY OR COMPLETENESS OF 
ANY OFFERING CIRCULAR OR OTHER SELLING LITERATURE 


j (1) The name and address of the issuer, the name of the State 
or other jurisdiction in which it was incorporated or organized, 
the date of its incorporation or organization and the general type 
3 of its business. If the issuer is a commercial, industrial or extrac- 
tive company in the promotional, exploratory, or development 


’ stage, briefly describe the properties to be operated or developed 
: by the issuer. 
f (2) The full names of the directors and officers of the issuer 
, and of any person or persons controlling the issuer, their direct 
i or indirect material interests, by security holdings, contracts, 
options or otherwise, in the issuer or in any assets proposed to 
be acquired or operated by the issuer. If the issuer was organized 
within the past three years, furnish similar information as to all 
P promoters of the issuer. 
1 (3) The kind and amount of securities proposed to be offered 
v hereunder, the name and address of each person, other than the 
n issuer, on whose behalf any of such securities are to be offered and 
. the amount to be offered on behalf of each such person. 
h (4) The names and addresses of any principal underwriters of 
such securities, the nature of their material interests, direct or 
5 indirect, in the issuer. State in tabular form on the outside front 
- cover page, on a per-unit basis, the offering price to the public, 
S underwriting discounts or commissions, and proceeds to the issuer 
y or other persons. If the securities are not to be offered for cash, 
il state the basis upon which the offering is to be made. 
st (5) The estimated aggregate underwriting discounts or com- 
missions proposed to be paid or allowed in connection with the 
e, sale of the securities, the estimated aggregate cash proceeds to be 
le received by the issuer from the sale of the securities, the purposes 
5- for which such proceeds are to be used and the amount to be used 
h for each such purpose, indicating in what order of priority the 
f. proceeds will be used for the purposes stated. 
e (6) Appropriate financial statements of the issuer showing— 
of (A) the issuer’s financial condition as of a date within 
ll ninety days prior to filing the notification, or such longer 
id period of time, not exceeding six months, as the Commission 
0, may permit at the written request of the issuer upon a show- 
re ing of good cause therefor; and 
e- (B) its income, expenses and charges in surplus, or re- 
), ceipts and disbursements as appropriate, for a period of at 
least two full fiscal years prior to the date of the statement 
d, of financial condition and for the period, if any, between the 


ze close of the last full fiscal year and the date of such state- 
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ment, or for the period of the issuer’s existence if less than 
the period specified above. 
Such statements need not be certified by independent public or 
certified public accountants. 

(If the issuer is a commercial, industrial or extractive company 
in the promotional, exploratory or development stage, the finan- 
cial statements shall include separate statements of (i) assets, 
which shall include as a separate item unrecovered promotional, 
exploratory and development costs; (ii) liabilities; (iii) capital 
shares; and (iv) cash receipts and disbursements itemized as 
oe to the nature of the enterprise. In these statements 
dollar amounts shall be extended only for cash transactions. 
Amounts due to or from or paid to or received from, underwriters, 
promoters, directors, officers, employees and principal holders of 
equity securities shall be stated separately for each such class of 

ersons, if significant in amount.) 

(a) The offering circular may be printed, mimeographed, litho- 
graphed or typewritten, or prepared any similar process which 
will result in clearly —— copies. if printed; it shall be set in 
roman type at least as large as ten-point modern type, except that 
financial statements and other statistical or tabular matter may be 
set in roman type at least as large as eight-point modern type. All 
type shall be leaded at least two points. 

(e) Three copies of the offering circular required by paragraph (a) 
which is to be used at the commencement of the offering, shall be filed 
with the notification required by Rule 218 at the time the notification 
is filed and shall be deemed a part thereof. If the offering circular 
is thereafter revised or pre i three copies of the revised or amended 
circular shall be filed with the office of the Commission with which 
the notification was filed at least ten days prior to its use, or such 
shorter period as the Commission may authorize. 


Rule 220. Use of Limited Written Communications. 


Notwithstanding Rule 219, any written advertisement or other 
written communication which contains all of the information specified 
below, but contains no other information, may be published or dis- 
tributed at or after the commencement of the offering to any person 
prior to the sending or giving to such person of an offering circular 
containing the information specified in Rule 219 (c) : 

(a) The name of the issuer; 

(6) The general type of its business; 

(c) A brief statement as to the location of the issuer’s property ; 

‘ (dz) The title and per unit offering price to the public of the securi- 
ies ; 

(e) The name and address of the person or persons from whom an 
offering circular meeting the requirements of Rule 219 (c) may be 
obtained ; and 

(f) A detachable form, substantially as follows, for use in request- 
ing a copy of the offering circular; 

‘Please send me a copy of the offering circular relating to -..----- 
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Rule 221.' Other Material to be Filed. 


Three copies of every written or other communication (including 
those specified in Rule 220) prepared or authorized by the issuer 
or any of its affiliates or any principal underwriter of the securities 
to be offered which is p to be sent or given, in addition to the 
offering circular, to more than ten persons shall be filed at least five 
days (exclusive of Saturda bien ays, and ae) prior to any 
use aye with the office e Commission with which the notifica- 
tion is ‘ 


Rule 222. Prohibition of Certain Statements. 


No offering circular or other written or oral communication used in 
connection with any offering under this regulation shall contain any 
language stating or implying that the Commission has in any way 
passed. upon the merits of, or given approval to, the securities offered 
or the terms of the offering, or has determined that the securities are 
exempt from registration, or has made any finding that the statements 
in any such offering circular or other communication are accurate or 
complete. 

Rule 223. Denial and Suspension of Exemption. 

(a) The Commission may, at any time after the filing of a notifica- 
tion enter an order temporarily denying the race’ hg or if the pub- 
lic offering has commenced, it may enter an order temporarily sus- 
pending the exemption, if it has reason to believe that— 

(1) No exemption is available under this regulation for the 
securities purported to be offered hereunder or any of the terms 
or conditions of this regulation have not been complied with ; 

(2) The notification, the offering circular or any other sales 
literature contains any untrue statement of a material fact or omits 
to state a material fact necessary in order to make the statements 
made, in the light of the circumstances under which they are 
made, not misleading; 

(3) Any device, scheme or artifice to defraud is being or would 
be employed in connection with the sale of the securities, or the 
offering is being or would be made in such manner as to operate 
as a fraud or deceit upon the purchaser ; 

(*) A registration statement filed by the issuer or any of its 
affiliates shall become subject to pending proceedings under Sec- 
tion 8 (b), 8 (d), or 8 (e) of the Act or subject to an order entered 
under any such section ; 

(5) The issuer or any of its affiliates shall become subject to 
pending proceedings under this Rule or under any similar rule 
Diopted under Section 3 (b) of the Act, or subject to an order 
entered under any such rule; or 

(6) The issuer or any of its directors, officers, or affiliates, any 
promoter specified in Rule 219 (c) (2), any principal underwriter 
of the securities offered hereunder or any security holder on whose 
behalf any of such securities are offered (i) shall be indicted or 
convinced of any crime or offense involving the purchase or sale 
of any security or arising out of the conduct of the business of 
a broker or dealer, or (ii) shall be enjoined from engaging in or 
continuing any conduct or practice in connection with the pur- 
chase or sale of any security. 
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(b) Upon the entry of an order under paragraph (a) of this rule, 
the Commission will promptly give notice to the persons on whose 
behalf the notification was filed (i) that such order has been entered, 
together with a brief statement of the reasons for the entry of the 
fe and (2) that the Commission will, ore receipt of a written 
request, set the matter down for hearing within 20 days after the re- 
ceipt of such request at a place to be designated by the Commission, 
If no hearing is requested and none is ordered by the Commission, the 
order shall remain in effect until it is modified or vacated by the Com- 
mission. Where a hearing is requested or is ordered by the Commis- 
sion, the Commission will, after notice of and oe ed for such 
hearing, either vacate the order or enter an order permanently denying 
or suspending the exemption. 

(c) The Comaniianioes may at any time after notice of and opportu- 
nity for hearing, enter an order permanently suspending the exemption 
for any reason upon which it could have entered a temporary suspen- 
sion order under paragraph (a) of this rule. Any such order shall 
remain in effect until vacated by the Commission. 

(d) All notices required by this rule shall be given to the person or 
persons on whose behalf the notification was filed by personal service, 
registered mail or confirmed telegraphic notice at the addresses of such 
persons given in the notification. In addition, all such notices will be 
published in the Federal Register. 


Rule 224. Reports of sales hereunder 


Within 30 days after the end of each six-month period following the 
commencement of the offering of the securities under this regulation, 
the issuer or other person on whose behalf the securities are offered 
shall file with the Commission four copies of a report on Form 2—A 
containing th information called for by such form. A final report 
may be made upon completion or termination of the offering prior to 
the end of the six-month period in which the last sale is made. 





Securities anp Excuance Com™MIssion 
WASHINGTON, D. C. 
Form 1-A—Nortrication Unper Recunation A 


The following information is given with respect to an offering of 
securities to be made pursuant to Regulation A of the General Rules 
and Regulations under the Securities Act of 1933.1. The offering cir- 
cular ee by Rule 219 is filed with and is to be deemed a part of 
this notification. 

Item 1. Jurisdiction in which securities are to be offered 

State the names of the jurisdictions (States, Territories, District of 
Columbia, and foreign countries) in which it is proposed to offer the 
securities covered by this notification. If all or any part of the offering 


1 The notification shall contain the item numbers and captions to all items, but the text 


of the items may be omitted if all of the information required by each“item is clearly set 
forth under the respective item number and caption, 
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is to be made by use of the facilities of a securities exchange, name 
the exchange. No securities shall be offered or sold in any other 
jurisdiction, or by use of the facilities of any other exchange, until 
an amendment to this notification has been filed stating the name of 
the additional jurisdiction or exchange. 


Item 2. Contemplated additional offerings 


State whether or not the issuer or any of its affiliates presently con- 
templates the offering or sale of any securities in addition to those 
covered by this notification. If so, ribe fully the proposed trans- 
action or transactions in which it is contemplated such additional 
securities will be offered or sold. 


Item 8. Unregistered securities sold within one year 


As to all unregistered securities of the issuer or of any of its prede- 
cessors or affiliates which were sold at any time within one year prior 
to the date of filing this notification, state the following: 

(a) As to any such securities issued by any of the foregoing persons 
sold on their own behalf, state the name of such issuer, the title and 
amount of securities sold, the aggregate offering price thereof, and the 
basis for computing such price. 

(>) As to any such securities issued by any of the foregoing persons 
sold on behalf of any affiliate of such persons, state the name of the 
issuer, the title, and amount of securities sold on behalf of the affiliate, 
the name of the affiliate, the aggregate offering price of the securities 
sold, and the basis for computing such price. 

(c) Indicate the section of the Act or rule or regulation of the Com- 
mission under which exemption from registration was claimed with 
respect to each such offering and.state briefly the facts relied upon to 
make the exemption available ; 


Item 4. Predecessors and affiliates of issuer 


List the full name and complete address of each predecessor and each 
affiliate of the issuer. As to any predecessor which is no longer in ex- 
istence, give its full name and last address prior to its dissolution. 

Item 5. Directors, officers,and promoters 

Tast the name and complete address of each director and each officer 
of the issuer and if the issuer was organized within the past three years, 
each promoter of the issuer. 

(The information required by this item may be omitted as to any per- 


son specified whose name and complete address is set forth in the 
offering circular.) 


Item 6. Convictions, injunctions, and fraud orders within five years 
State whether the issuer or any of its directors, officers, predeces- 
sors, or affiliates, any promoter named in answer to item 5 who is 
presently connected with the issuer in any capacity, or any principal 
underwriter of the securities to be offered hereunder— 
(a) has been convicted within five years prior to the filing of this 
notification of any crime or offense involving the purchase or sale 


of any security, or arising out of the business of a broker or dealer; 
or 
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@& is subject to an order, judgment, or decree of any court en- 
tered within five years prior to the date of such filing enjoining it or 
him from engaging in or continuing any conduct or practice in con- 
nection with the purchase or sale of any security or arising out of 
the business of a broker or dealer; or 

(c) is subject to any United States Post.Office fraud order entered 
within five years prior to such filing. 


ltem 7. Exhibits 


Three copies of each of the documents specified below shall be filed 
- a to the notification. List under this item all such documents 

(a) All underwriting contracts relating to the securities to be 
offered hereunder. 

(6) A written statement signed by each principal underwriter 
of the securities proposed to be offered hereunder consenting to 
being named in the notification, in the offering circular or in any 
statement filed pursuant to Rule 219 (b), as a principal under- 
writer of such securities. All principal underwriters may sign the 
same consent, or separate consents may be signed by any under- 
writer or group of underwriters. At least one copy of each consent 
shall be signed manually. 

(ce) If any of the securities proposed to be offered hereunder are 
to be offered on behalf of any person other than the issuer, a writ- 
ten statement signed by the issuer representing that the proposed 
offering will not interfere with any needed financing by the issuer 
under this regulation. 


SIGNATURE * 

This notification has been signed in the City of -....-..--.--_.... 
sabiasibcnigapdaipniads tesa » bebe SS ee ee Se ae 
Gay OF inccctaslisi Joss 19242.) 

eRe t hive 4 MMA 233i sone 
Siti tine tip anita diienentiprinen 


(Selling security holder) 





Securities AND Excuanart ComMission 
Washington, D.C. 


FORM 2—A-——REPORT PURSUANT TO RULE 224 OF REGULATION A * 


1, Meebo Of demerit een dou tase 
2. Date on which offering was commenced.__.-4-..---L.-2-Lu.- 
3. (3) Number of shares or other units offered 





5) Price per share or other unit at which offered 





*The notification shall be signed in accordance with Rule 218. At least one copy shall 
be signed manually by or on behalf of the issuer and each selling security holder. Any 
copies not manually signed shall bear typed or printed signatures. 

+ At least one copy of the report shall be signed manually by each person whose signature 


is required. Any copies not manually signed shall bear typed or printed signatures. 
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4. (a) Number of shares or other units sold during period covered 
By Chi OU) Ss lt 

4 Total p received by issuer therefrom $__- 

c) Purposes for which such proceeds have been used and amount 
used for each such purpose: 














ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee 


Ee A 


OMereG ie ie ive lida ead iT ads ieee 





(Issuer) 
Date By --- 
(Name and title) 
Date aid Be ingame Seatac dls He ik MSR Le [OI 


(Selling security holder) 














Aprenpix C 


Securitres anD ExcHancre Commission, 
Washington, D.C., March 19, 1956. 
Re H. R. 9319, 84th Congress 


Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Priest: I enclose a memorandum setting forth the Com- 
mission’s views on H. R. 9319, a bill to amend section 3 (b) of the 
Securities Act of 1933. We have been advised by the Bureau of the 
Budget, pursuant to its Circular No. A-19, that it has no objection 
to the views expressed in the enclosed memorandum. 

Thank you for giving us an opportunity to comment on the bill. 

Sincerely yours, 
J. Stnciam Armstrona, Chairman. 


MEMORANDUM OF THE SECURITIES AND EXCHANGE COMMISSION IN_RE- 
SPONSE TO THE REQUEST OF THE CHAIRMAN OF THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE OF THE HOUSE OF REPRESENTATIVES 
FOR A REPORT ON H. R. 9319 


H. F ee  aicaien in the Honan tera Saggy on Feb- 
ruary 16, 1956, resentative tt of Michigan. e pur 
of the bill is to pees section 3 (b) of the Soeurities Act of 1938, as 
amended, to provide in substance that the provisions of section 11 of 
that act shall apply with respect to any statements or documents filed 
with the Commission pursuant to the Commission’s rules under section 
3 (b) as a condition to an gusmpeien from registration. Thus, for 
purposes of section 11 the material filed with the Commission pursuant 


to its rules and regulations under section 3 (b) would be treated as 
though such material constituted a “registration statement.” It 
would follow, therefore, that, subject to the burdens of proof therein 
described, all of the persons Poociten 


in section 11 would be subject to 
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liability for misleading statements and material omissions in such 
material. 

This bill was introduced by Representative Bennett, after extensive 
hearings had been held by a Subeommittee on Commerce and Finance 
under the chairmanship of Representative Klein, of New York, on a 
bill introduced by Mr. Bennett on April 20, 1955 (H. R. 5701), which 
would have repealed section 3 (b) of the Securities Act. Apparently 
H. R. 9319 is intended as a substitute for H. R. 5701, although the 
latter bill has not been withdrawn. 

The Commission’s views with respect to H. R. 5701 were presented to 
the subcommittee on July 20, 1955, at which time the Chairman of the 
Commission, the Director of the Division of Corporation Finance and 
the counsel to that Division testified at length concerning the legisla- 
tive and administrative background of section 3 (b). 

The Commission took the position that it did not recommend the 
enactment of the proposed amendment. 

The Commission likewise does not recommend the enactment of the 
amendment currently being proposed. 

The Commission believes that in view of the historical development 
and present structure of its rules under section 3 (b), there would 
be no basic difference in the effect of the two bills and that, in essence, 
enactment of H. R. 9319 would have substantially the same results as 
would adoption of H. R. 5701. This position of the Commission with 
reference to H. R. 9319 is based upon the same policy considerations 
which were outlined by the Chairman in his testimony before the sub- 
committee last July in explaining the Commission’s views with respect 
to H. R. 5701. 

As explained in the Commission’s comment on H. R. 5701, there are 
three major and basic statutory differences under the Securities Act 
between a registered issue and an issue exempted from registration 
under section 3 (b). 

(a) The act provides that it shall be unlawful to offer a security 
for sale in interstate commerce unless a registration statement has been 
filed with respect to the security and unlawful to sell a security unless 
the registration statement has become effective and a prospectus con- 
taining prescribed information is delivered to the buyer (secs. 5 (a) 
and (b) and sec. 10). 

(6) The act provides that a security may be registered by filing a 
registration statement with the Commission which shall contain cer- 
tain information, the broad outlines of which are specified in schedule 
A, and that the prospectus must contain such of this information as 
the Commission’s rules may require. Appropriate powers are given 
the Commission with respect to the time when a registration statement 
may become effective and as to when and under what conditions the 
He scat 10) of a registration statement may be suspended (secs. 6, 

, 8, an ; 

(c) The act provides in section 11 that, with respect to an issue 
registered under the act, the issuer, each director, certain officers, each 
expert named in the registration statement and each underwriter 
shall be liable to the purchaser of a security if the registration state- 
ment at the time it became effective “contained an untrue statement 
of a material fact or omitted to state a material fact required to be 
stated therein or necessary to make the statements therein not mis- 
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leading, * * * (unless it is proved that at the time of such acquisi- 
tion he knew of such untruth or omission) * * *.” 

With respect to the burden of proof, section 11 further provides, 
in general, that each person specified in the section, other than the 
issuer, shall not be liable who shall sustain the burden of proof that 
“he had, after reasonable investigation, reasonable ground to be- 
lieve and did believe, at the time *'* * the registration statements 
became effective, that the statements therein were true and that here 
was no omission to state a material fact required to be stated therein 
or necessary to make the statements therein not misleading. 

Thus, as to issues of securities which may be exempted under rules 
and regulations adopted pursuant to the powers granted the Commis- 
sion in section 3 (b), there is no statutuory requirement that a regis- 
tration statement be filed, there is no express statutory provision for 
a prospectus and, since section 11 has application only to registered 
securities, the sanctions of section 11 are not applicable. 

If the statute is amended to provide that the provisions of section 
11 shall apply to all material filed with the Commission, whether pur- 
suant to rules relating to the filing of registration statements or 
whether pursuant to rules relating to the filing of material for an 
offering of securities under section 3 (b), the exemption for all practi- 
cal purposes disappears. The distinction between an “exempt” issue 
and a registered issue becomes a matter of the extent to which the Com- 
mission in the exercise of its rulemaking 80 ve under sections 7 and 
19 or section 3 (b) varies the quantum of information required to be 
filed with the Commission or delivered to the purchasers of securities. 

The civil liability provisions of section 12 and the criminal pro- 
visions of section 1 apply not only to issuers which register securities 
under section 5 but also to issuers exempt from the registration pro- 
visions of the act by the terms of sections 3 (a),3 (b) and section 4 (1). 
The only exception relates to the securities issued by the United States, 
a State, a public instrumentality of the United States or of a State 
or Territory or a banking institution (sec. 3 (a) (2)), which are spe- 
cifically exempted from the provisions of section 12 (2). It should 
be noted, however, that the liabilities of section 12 (2) pertain to 
“sellers” and by virtue of the provisions of section 15, to persons in 
a controlling ralasionshig toa “seller.” Section 12 contains no specific 
provision for holding responsible officers and directors of an issuer, 
or experts, such as is found in section 11. 

The history of the statute makes it clear that this pattern of the 
statute was based on a policy decision of the Congress in the first in- 
stance and confirmed as a policy decision of the Congress in 1945, 
when the exemptive limit was increased from $100,000 to $300,000. 

The essence of the exemption lies in the differentiation made as 
to the responsibility of management to the public in a registered issue 
as contrasted with the liability of the issuer and seller rather than the 
management in the exempted field. Other differences in the statu- 
tory scheme largely revolve around powers of the Commission to 
classify issues and issuers for the purpose of increasing or decreasing 
informational and procedural requirements under general rulemaking 
powers. 

The enactment of H. R. 9319 would serve to confuse the public and 
make more burdensome the administration of the statute in relation 
to the smaller issues. 
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If the legislative joa of the exemption is.sound, neither. of the 
two bills under consideration should be enacted. , 
The Commission believes that it understands the considerations 


_ which Jed to the present section 3 (b). It has assumed that section 
8 (0) reflects a legislative determination that for reasons of national 


policy. having to do with the smallness of the issues involved, local 
interests, small business, venture capital, encouragement of the initia- 
tion of new enterprise, the interests of the economy as a whole per- 
haps justifies a. somewhat. lesser responsibility for disclosures than 
those to be adhered to when vast sums of — and savings are in- 
volved and issues are marketed which could have a material effect 
upon the security markets and the economy of the country. 

The Commission will recommend in a op me pro- 
gram which it will soon submit to the Congress a change in section 24 
which would impose criminal liability in event that false statements 
were made in documents filed with the Commission pursuant to its 
exemptive rules and regulations promulgated under section 3 (b). 
The Commission believes that this added criminal-liability provision 
will aid its enforcement program. 

For the reasons stated above, the Commission does not recommend 
the enactment of the bill. 





Executive OFFIce OF THE PRESIDENT, 
Bureau or THE Bupeet, 
Washington, D. C., March 20, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 
My Dear Mr. Cuarrman: This is in reply to your letter of February 
18, 1956, requesting the views of this Office with respect to H. R. 9319, 
a bill to amend subsection (b) of section 3 of the Securities Act of 1933, 
to provide that responsible officers or other persons shall be liable in 
damages on account of untrue statements or material omissions in 
statements or documents filed under such subsection as a condition of 
exemption. 
The Chairman of the Securities and Exchange Commission, in the 


. report ‘the Commission is making to your committee on this bill, is 


recommending against its enactment for the reasons set out therein. 
This Office concurs with the views contained in the Commission’s 
report and recommends that this measure not be enacted. 
Sincerely yours, 


Percy Rappaport, 
Assistant Director. 
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AMENDING THE ACT ENTITLED “AN ACT RELATING TO THE 
COMPENSATION OF COMMISSIONERS FOR THE TERRITORY OF 
ALASKA,” APPROVED MARCH 15, 1948 (62 STAT. 80), AS AMENDED 
BY THE ACT OF JULY 12, 1952 (66 STAT. 592, 48 U. S. C. 116a) 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enauez, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 11024} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 11024) to amend the act entitled “An act relating 
to the compensation of commissioners for the Territory of Alaska, 
approved March 15, 1948 (62 Stat. 80), as amended by the act of 
July 12, 1952 (66 Stat. 592, 48 U.S. C, 116a), having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Page 2, line 7, strike out the figure ‘$10,500” and insert the figure 
“$12,500”, 

EXPLANATION OF THE BILL 


The purpose of H. R. 11024, as amended, introduced by Delegate 
Bartlett, is to amend the act entitled “An act relating to the com- 
penravon of Commissioners for the Territory of Alaska,” approved 
March 15, 1948 (62 Stat. 80), as amended by the act of July 12, 1952 
(66 Stat. 592, 48 U.S. C. 116a), 

In reporting this measure, the committee notes that on June 18, 
1956, the House approved H. R. 10949, legislation having as its 
p increasing to $10,500 the limit on fees which may be retained 

vy Einited States commissioners in the continental United States. 

There are presently 65 United States commissioners in Alaska but 
H. R. 11024 would affect’ only the five in Anchorage, Fairbanks, 
Kodiak, Juneau, and Ketchikan. The fees collected by the remaining 
60 commissioners are not sufficiently to place the offices in the 
proposed category.. As amended, this bill would increase from $7,500 

71008 
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to $12,500 per year the limit of fees earned by commissioners in Alaska 
which may be retained by them as compensation. The present limit 
is $7,500. This sum has been in effect since July 12, 1952, when the 
amount was increased from $5,000. The entire com tion of 
commissioners in Alaska for their official services comes from the fees 
which are prescribed by the Administrative Office of the United States 
Courts. fees must be accounted for by the commissioners to the 
Administrative Office and any surplus above expenses and the fees 
permitted to be retained must be paid over to the clerk of the district 
court and becomes available for expenses of the court. 

The commissioners in Alaska have all the jurisdiction of their 
coun located in the States and, in addition, they have a wide 
range of duties which commissioners located in the States do not have. 

As has been noted above, H. R. 10949, counterpart legislation 
applicable to United States commissioners in the continental United 
States, would increase to $10,500 the limit on fees retained by them. 
The House Interior and Insular Affairs Committee, in reporting H. R. 
11024, believes that a comparison of duties and responsibilities of 
such commissioners in the continental United States and Alaska amply 
demonstrates the justification for enactment of the reported measure. 


CONTINENTAL UNITED STATES: DUTIES OF COMMISSIONERS 


United States commissioners in the States receive written com- 

— made upon oath before the)commissioner stating the essential 
acts constituting the offense alleged to have been committed by a 

person charged with an offense against the United States. The com- 
missioner then issues a warrant for his arrest, and when the warrant 
is executed the defendant is brought before the commissioner who, 
after making a preliminary examination, determines whether he shall 
be released or held for further court action, and, if he is held, deter- 
mines whether he should be committed to jail or released on bond 
and in the latter case fixes the amount of bond. 

Commissioners also issue search warrants. 

If especially designated to do so, a commissioner may try petty 
offenses against the United States committed in places over which the 
United States has exclusive or concurrent jurisdiction. 

Commissioners also have miscellaneous functions less frequently 
exercised relating to examination for discharge of indigent prisoners, 
extradition proceedings, taking bail, affidavits, and depositions in 
civil cases. 

ALASKA: DUTIES OF COMMISSIONERS 


In Alaska, in addition to their special powers as United States com- 
missioners, they perform the functions of a coroner, justice of the 
peace, notary public, probate judge, and recorder. 

Under the provisions of title 48, United States Code, section 108, 
the commissioners in Alaska in addition to their special powers are 
empowered to— 


perform all the duties and exercise all the powers, civil and 
criminal, imposed or conferred on the United States com- 
missioners by the general laws of the United States, 


As commissioner, the individual conducts hearings to determine 
whether offenders should be held to answer to the rict court in 
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cases involving felonies; conducts trials in misdemeanor cases; issues 
search warrants; and conducts hearings in matters for the release of 
indigent persons. 

As coroner, the Alaska Commissioner conducts inquests concerning 
the death or wounding of any person. 

As justice of the peace, he issues marriage licenses; performs 
marriage ceremonies; tries civil cases where the amount involved does 
not exceed $1,000; conducts juvenile trials; and organizes searching 
parties for lost or missing persons. 

_ notary public, he performs the usual services inherent in that 
office. 

As probate judge; the Commissioner in Alaska conducts hearings 
concerning the sanity of an individual; appoints guardians; conducts 
adoption proceedings; serves as administrator in estates of $1,000 or 
less; and appoints administrators. 

As a recorder, he records instruments or papers, and records vital 
statistics such as deaths, births, and marriages. 


CommiTTre CONCLUSIONS AND RECOMMENDATIONS 


In the light of the foregoing, and the duties imposed on commis- 
sioners in the Territory of Alaska, it appears essential that the highest 
ible caliber of persons be attracted to these positions. It is 
lieved the increase in compensation provided in H. R. 11024, as 
amended, will be of material benefit in the recruitment of commis- 
a The Governor of Alaska is on record as favoring this legis- 
ation. 

Since Federal employees in the Territory of Alaska receive a 25- 
pereent cost-of-living allowance, the $12,500 proposed for Alaska 
commissioners is related directly to the $10,500 proposed for com- 
missioners in the continental United States. 

This legislation requires no Federal appropriation of funds. 

Favorable reports from the Department of the Interior, the 
Administrative Office of the United States Courts, and the Bureau 
of the Budget are as follows: 


DEPARTMENT OF THE. INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1956. 
Hon, Ciarr Enate, 


Chairman, Committee on Interior and Insular Affairs, 
_ House of Representatives, Washington, D.C. 

My Dear Mr. Enate: This responds to your request for the views 
of this Department on H. R. 11024, a bill to amend the act entitled 
“An act relating to the compensation of commissioners for the Terri- 
tory of Alaska,” approved March 15, 1948 (62 Stat. 80), as amended 
by the act of July 12, 1952 (66 Stat. 592,48 U.S. C. 116a). 

We recommend that the bill be enacted. 

H. R. 11024 would provide that the commissioners for the Territory 
of Alaska would be able to retain as compensation all fees earned 
during a calendar year in an amount that does not exceed $10,500. 
The present limit on their com tion is $7,500: 

‘The commissioners in Alaska have all the jurisdiction of commis- 
sioners located in the States and, in addition, they have a wide range. 
of duties which commissioners located in the States do not have. It 











| 
| 


f AMEND ACT APPROVED MARCH 15, 1948, AS AMENDED 


is essential, therefore, that the highest caliber of persons be attracted 
to these positions, and the increase in compensation provided in the 
bill will be of material benefit in this respect. The Governor of 
Alaska has informed us that he favors the enactment of this legislation. 

It should be noted that funds for the increase in compensation will 
come entirely from fees collected by the commissioners in the per- 
formance of their duties, and no appropriation action will be required 
to meet the increase in their compensation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 





ADMINISTRATIVE Orrice oF THE UniTep States Courts, 
Washington, D. C., May 17, 1956. 
Hon. Cratr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman;: This is in response to your request for a 
report on H. R. 11024, entitled “A bill to amend the act entitled ‘An 
act relating to the compensation of commissioners for the Territory 
of Alaska, approved March 15, 1948 (62 Stat. 80), as amended by the 
act of July 12, 1952 (66 Stat. 592, 48 U.S. C. 116a).’ ” 

The bill would increase to $10,500 per year the limit of fees earned 
by commissioners in Alaska which may be retained by them as com- 
pensation. The present limit is $7,500 which has been in effect 
since July 12, 1952, when it was raised to that amount from $5,000. 

The Judicial Conference of the United States has not considered 
this particular bill. However the Conference has recommended 
legislation which would increase the limit of fees which may be re- 
ceived by United States commissioners in the States to $10,500 per 
year. This recommendation has been embodied in H. R. 10949 intro- 
duced by Mr. Celler and ordered favorably reported to the House by 
the Judiciary Committee. Since commissioners in Alaska not onl 
have all of the jurisdiction of commissioners in the States but in addi- 
tion have a wide range of duties and responsibilities which the latter 
do not have, it seems only reasonable for the commissioners in Alaska 
to be permitted to earn at least as much as commissioners in the 
States may earn. Also there is the additional factor which is well 
known of the higher living costs in Alaska. 

The entire compensation of commissioners in Alaska for their 
official services comes from the prescribed fees. About 85 percent of 
their fees are received from private individuals and corporations. 
The only fees which they receive from the United States Treasury 
are paid them for performing services as justices of the peace in 
criminal cases, coroners, and committing magistrates. he fee 
schedule is prescribed by the Administrative ce of the United 
States Courts. All fees must be accounted for by the commissioners 
in quarterly reports to the Administrative Office and any surplus 
above expenses and the fees permitted to be retained by the act of 
July 12, 1952 (66 Stat. 592, 48 U. S. C. 116a), must be paid over to 
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clerk of the district court and becomes available for expenses of 
e court. 

The commissioners in the States are primarily committing magis- 
trates who may bind over defendants to the grand jury, fix bail, issue 
search warrants, and if specially designated, try petty offenses com- 
mitted on Government reservations. Section 108 of title 48, United 
States Code, provides that commissioners in Alaska “shall be ex 
officio justices of the peace, recorders, and probate judges, and shall 
perform all the duties and exercise all the powers, civil and criminal, 
imposed or conferred on the United States commissioners by the gen- 
eral laws of the United States and the special laws applicable to 
Alaska.” By this and other statutes commissioners in Alaska are 
given powers to try minor civil cases as well as criminal cases, grant 
writs of habeas corpus returnable to the district judge, try juvenile 
cases, insanity cases, administer estates, hold coroners’ inquests, and 
organize search parties for lost persons. They record deeds, and 
mortgages, and other instruments, issue marriage licenses, perform 
marriage ceremonies, issue birth certificates and death certificates. 

As the business and opulation of the Territory of Alaska have in- 
creased, the work of the commissioners, particularly in Anchorage, 
Fairbanks, Juneau, and some other places has greatly expanded. A 
staff of 8 people besides the commissioner is required to handle the 
work at Anchorage and 6 people besides the commissioner are needed 
at Fairbanks. For the calendar year 1955 the commissioner at An- 
chorage had gross earnings of $77,497.12 of which $14,281.81 came 
from the United States and $63,215.31 from other sources. His 
disbursements were $34,824.12, leaving net earnings of $42,673.00, of 
which he retained $7,500 and paid into court surplus earnings of 
$35,173.00. The commissioners at Fairbanks, Juneau, Ketchikan, 
and Kodiak also had net earnings in excess of $7,500. However, only 
the commissioners in Anchorage and Fairbanks had net = 
exceeding $10,500 during 1955 and it would appear that they probably 
would be the only commissioners who wo ¢ receive the maximum 
compensation of $10,500 if this bill is enacted. 

I hope that your committee will give early consideration to this 
~— legislation. If you should schedule a hearing, Mr. White- 

urst, the Assistant Director, or I will be glad to appear before the 
committee for the purpose of giving you any further mformation in this 
connection which you may request. 
Sincerely yours, 
Henry P. CHANDLER. 


Executive OFFicr oF THE PRESIDENT, 
Bureau OF THE BuDGET, 
Washington, D. C., May 25, 1956. 
Hon. Crarr ENGie, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Mr Dear Mr. Cnratrman: This is in response to your request for 
the views of this Bureau on H. R. 11024, a bill to amend the act en- 
titled “An act relating to the compensation of commissioners for 
the Territory of Alaska,” approved March 15, 1948 (62 Stat. 80), 
as gear: by the act of July 12, 1952 (66 Stat. 592, 48 U.S. C. 
116a). 
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This bill would increase to $10,500 per year the limit on fees which 
may be retained as compensation by the commissioners in Alaska. 
The present limit is $7,500. 

There is now pending H, R. 10949 which would increase to $10,500 
the limit on fees retained by the United States commissioners in the 
States. .We understand that H. R. 10949 has been ordered to be 
favorably reported to the House by the Judiciary Committee. This 
particular legislation was recommended by the Judicial Council of 
the United States. 

The Administrative Office of the United States Courts informs us 
that the commissioners in Alaska have all the jurisdiction of com- 
missioners in the States and in addition have a wide range of duties 
and responsibilities which the latter do not-have. It seems reasonable, 
therefore, that the commissioners in Alaska should be permitted to 
earn as much as the commissioners in the States. 

You are advised that the Bureau of the Budget would have no 
objection to enactment of H. R. 11024. 

Sincerely yours, 
(Signed) Roserr E. Merriam, 
Assistant to the Director. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11024, as amended. 


Crances In Existina Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Marcu 15, 1948 (62 Srar. 80), As AMENDED BY THE ACT OF 
JuLy 12, 1952 (66 Svar. 592, 48 U.S. C. 116a) 


That, notwithstanding the provisions relating to fees earned by 
commissioners for the Territory of Alaska of section 11 of the Aet of 
June 6, 1900, entitled ‘An Act making further provision for a civil 
government for Alaska, and for other purposes’’, as amended (U.S. C., 
1952 edition, title 48, sec. 116), each such commissioner shall pay to 
the clerk of the proper division of the court only so much of the 
aggregate net fees earned during the calendar year by such commis- 
sioner as exceeds the sum of [$7,500] $10,400. 


O 
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AMENDING SECTION 104, TITLE 4, UNITED STATES CODE 





Jone 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enawer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 11254] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 11254) to amend section 104, title 4, United 
States Code, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 11254, introduced by Congressman O’Brien 
of New York at the request of the Department of the Interior, is to 
amend section 104, title 4, United States Code, as it applies to the 
Territory of Guam. Section 104 of title 4, of the United States Code, 
provides that taxes levied by the States and Territories on sales of 
gasoline may be levied with respect to such sales made by post ex- 
changes, commissaries, and similar outlets located on Federal military 
reservations, when such fuel is not for the exclusive use of the United 
States. The statute now applies to all the States, and the Territories 
of Alaska and Hawaii. 

The Government of Guam imposes a gasoline tax of 4 cents per gal- 
lon, and its revenue from this source in recent years has approximated 
$225,000 annually. In contrast to this sum the Territorial govern- 
ment spends several hundred thousand dollars per year on road con- 
struction and maintenance. Approximately half of the 12,285 motor 
vehicles registered in Guam are registered in the name of military 
personnel, military contract employees, Federal civil service employees 
and their dependents, many of whom have commissary and post ex- 
change shopping privileges. If the gasoline purchased by these indi- 
viduals were subject to the Territorial tax, it is estimated that the 
revenue of the Guam government would be increased by about 
$141,600 annually. 
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With respect to current ements for financing construction and 
maintenance of Guam’s roads the Department of the Interior states, 
and the Committee on Interior and Insular Affairs concurs, that the 
Government of Guam is pr iy its fair share of the cost. Excluding 
roads on military reservations, for which the Territorial government 
has no responsibility, are 105 miles of a total of 168.6 miles of roads 
on the island which are maintained solely by the Government of Guam. 
In addition, Guam contributes up to 20 percent of the maintenance 
costs on another 40 miles of island road. In light of these circum- 
stances the committee members believe that the Territory of Guam 
should be allowed to tax gasoline sales on military reservations in order 
to assist the local government in meeting its responsibilities for con- 
struction and maintenance of roads. 
The executive communications from the Department of the In- 
terior dated May 11, 1956, is as follows: 


DEPARTMENT OF ‘THE INTERIOR, 
Washington 25, D. C., May 11, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: Enclosed herewith is a draft of a proposed 
bill to amend section 104, title 4, United States Code. It is requested 
that the proposed bill be referred to the appropriate committee for 
consideration and we recommend that it be enacted. 

The proposed bill would extend to Guam the benefits of section 104 
of title 4, United States Code, which provides that taxes levied by 
the States and Territories with respect to sales of gasoline may be 
vlevied with respect to sales of gasoline by post ialianiless commis- 

saries, and similar agencies located on Federal military reservations, 
when such fuel is not for the exclusive use of the United States. If 
the bill were enacted, gasoline sold. by military exchanges in Guam 
would be subject to the Territorial gasoline tax, unless the gasoline 
were to be used exclusively by the Tnited States, and the revenue 
resulting would be paid into the Territorial treasury. 

The Governor of Guam has strongly recommended, and this De- 
partment fully concurs with the Governor’s view, that this gasoline 
tax benefit should be extended to Guam. The statute now applies to 
the States, Alaska, and Hawaii, and we see no reason why Guam 
should not also be accorded its benefits. Guam, alone among the 
areas under the jurisdiction of the United States to which the statute 
does not now apply, suffers appreciable financial injury by reason of 
tax-free sales of gasoline on military posts. 

The government of Guam imposes a gasoline tax of four cents per 
gallon, and its revenue from this source in recent years has approxi- 
mated $225,000 annually. In contrast to this figure, the Territorial 
government spent almost one-half million dollars in each of ‘the fiscal 
years 1953 and 1954 on road maintenance, repair, and construction, 
and it spent over $300,000 for this purpose in fiscal year 1955. These 
costs will increase materially as a result of new arrangements, referred 
to below, under which the Territorial government will bear an in- 
creasing share of responsibility for jointly maintained by the 
Department of the Navy and the government of Guam. “Of the 
/12,825 vehicles registered in Guam during a recent period, 6,191 were 
registered by military personnel, military contract workmen, .civil- 
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service employees of the United States, and théir dependents. Thus, 
about half of all vehicles using Guam’s highways, roads, and streets 
are operated by persons who are entitled to obtain, and who very 
likely do obtain, gasoline at the military exchanges free of the local 
tax. If the gasoline purchased by these individuals were subject to 
the Territorial tax, it is estimated that the revenues of the Guam 
government derived from this source would be increased by about 
$141,600 annually. 

We are aware that the United States, through the Department of 
the Navy, contributes to the maintenance of some in Guam, 
and that most of these roads were constructed with funds appropri- 
ated to the military, We do not believe, however, that these facts 
alone justify the exclusion of Guam from the benefits of the statute 
cited above. Roads which were built in Guam following World War 
II with funds from military appropriations were part of the program 
of reconstructing war damage. They doubtless were, and should have 
been, regarded as a war cost, 

With respect to current arrangements for financing construction 
and maintenance of Guam’s roads and highways, we believe that the 
government of Guam is certainly carrying its fair share, Excluding 
roads on military reservations, for which the Territorial government 
has, and should have, no responsibility, 105 miles of a total of 168.6 
miles of roads in Guam are maintained solely by the government of 
Guam. It is expected that an additional 20 miles of roads will be 
transferred to the total responsibility of the government of Guam. in 
the near future. Of the remaining roads, now approximately 63 
miles, but expected soon to be reduced to 43 miles, the Territorial 
government now contributes 20 percent of the maintenance costs. 
Under this arrangement, Guam has in recent years contributed about 
$12,000 annually toward the maintenance of such roads. This 
amount was increased to $15,900 in the fiscal year 1955, and it is 
expected to rise to almost 50 percent of the total maintenance costs 
as a result of current negotiations between the Department of the 
Navy and the Territorial government. 

In these circumstances, we believe that Guam should be allowed 
to tax gasoline sales on military reservations, in order to assist the 
local government in meeting its responsibilities for the construction 
and maintenance of roads. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this legislation to the Congress. 


Sincerely yours, 
Westey H. D’Ewarrt, 
Assistant Secretary of the Interior. 


A BILL To amend section 104, title 4, United States Code 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That section 
104 of title 4, United States Code, is hereby amended by add- 
ing at the end thereof the following new subsection, to be 
designated subsection (c) and to read as follows: | 

“(c) As used in this section, the term ‘Territory’ shall 
include Guam.” 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11254. 


90015°—57 H. Rept., 84-2, vol. 4——10 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 104, Tirte 4, Unirep Srares Cope 


(a) All taxes levied by any State, Territory, or the District of 
Columbia upon, with respect to, or measured by, sales, purchases, 
storage, or use of gasoline or other motor vehicle fuels may be levied, 
in the same manner and to the same extent, with respect to such fuels 
when sold by or through post exchanges, ship stores, ship service 
stores, commissaries, filling stations, licensed traders, and other 
similar agencies, located on United States military or other reserva- 
tions, when such fuels are not for the exclusive use of the United 
States. Such taxes, so levied, shall be paid to the proper taxing 
authorities of the State, Territory, or the District of Columbia, within 
whose borders the reservation affected may be located. 

(b) The officer in charge of such reservation shall, on or before the 
fifteenth day of each month, submit a written statement to the proper 
taxing authorities of the State, Territory, or the District of Columbia 
within whose borders the reservation is located, showing the amount 
of such motor fuel with respect to which taxes are payable under 
subsection (a) for the preceding month. 

(c) As used in this section, the term “Territory” shall include Quam. 


Oo 
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PROVIDING FOR THE CONVEYANCE OF FEDERALLY OWNED LANDS 
WHICH ARE SITUATED WITHIN THE RIGHT-OF-WAY FOR THE 
PROPOSED NAVIGABLE BARGE CANAL ACROSS FLORIDA, TO THE 
SHIP CANAL AUTHORITY OF THE STATE OF FLORIDA, IN ORDER 
TO CONSOLIDATE OWNERSHIP THEREOF 





JuNE 28, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Buarntx, from the Committee on Public Works, submitted the 
following 


REPORT 


{To accompany H. J. Res. 413} 


The Committee on Public Works, to whom was referred the bill 
(H. J. Res. 413) to provide for the conveyance of federally owned lands 
which are situated within the py hhe for the propeed navigable 
barge canal across Florida, to the Ship Canal Authority of the State 
of Florida, in order to consolidate ownership thereof, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


House Joint Resolution 413 would authorize conveyance of federally 

owned lands situated within the right-of-way for the proposed navi- 
ble ey canal across Florida, to the Ship Canal Authority of the 
tate of Florida, in order to consolidate ownership thereof. 


GENERAL STATEMENT 


During the period 1930-35, the Ship Canal Authority of the State of 
Florida acquired 12,980 acres of land in its own name and at its own 
expense for conveyance to the United States for use in connection with 
a proposed Atlantie-Gulf Ship Canal, a river and harbor improvement 
project authorized by the Emergency Relief Appropriation Act of 
1935 (49 Stat. 115). The authorization required local interests to 
provide land required for project purpeee owever, the ship canal 
authority did not have the power of eminent domain and requested 
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the United States to institute condemnation proceedings for the acqui- 


‘sition of certain lands required for the ‘project which could not be 


vt by direct purchase. The condemnation proceedings identi- 
fied in House Joint Resolution 413 were instituted by and in the name 
of the United States and title to 6,175.21 acres of land was acquired 
by the United States in this manner at a cost of approximately 
$71,700, which was paid by the ship canal authority. 

The proposed Atlantic-Gulf Ship Canal project was modified and 
redesignated the Cross Florida Barge Canal by the act of Congress 
approved July 23, 1942 (56 Stat. 703)... No funds have been ap- 
propriated for the construction of the existing project since its authori- 
zation in 1942, and only a small amount of construction, consisting of 
incompleted abutments, pers for a bridge, and canal excavations, was 
a by the United States as an emergency relief project prior 
thereto. 

In order to productively use the land while it is not required for 
project purposes, a large portion of the area has been leased for agri- 
cultural and grazin pos ses. At the present time, 4,988.56 acres of 
the 6,175.21 acres of and acquued by the United States are leased for 
these purposes at an annual rental of $3,473.12. Approximately 
6,500 acres of the 12,980 acres acquired by the ship canal authority are 
leased at. an annual rental, estimated to be $2,500. In accordance 
with the act of Congress approved September 3, 1954 (68 Stat. 1248, 
1266), 75 percent of all moneys received from the leasing of the lands 
owned by the United States is paid to the State of Florida for expendi- 
ture for public purposes in the counties in which the land is situated. 
Several easements for road rights-of-way and a right-of-way for an 
electric transmission line have been granted by the Department of 
the Army during the time title to the land has been held by the United 
States. . The sale of mature pine timber and the recovery of naval 
stores is under study. 

The Federal and State lands are interspersed. The cost of the 
man ent of the State and Federal lands and other resources could 
be reduced if it were centralized in either the State or Federal Govern- 
ment. Representatives of the Department of the Army testified that, 
in view of the inactive status of the project, the transfer of the ship 
canal authority lands to the United States at this time is not justified. 

They stated, however, that, they would not oppose the conveyance 
of the lands held by the United States to the Ship Canal Authority 

rovided these lands remain readily available for reconveyance to the 
United States when required for the construction of the canal and the 

roject construction heretofore performed is maintained and preserved. 

n order that these objectives may be assured, the committee amended 
the resolution by adding two new sections, recommended by the 
Department of the Army, as follows: 


Sec. 2, The conveyance authorized herein shall be by 
quitclaim deed and shall contain such conditions, restrictions, 
and reservations as the Secretary deems necessary to assure 
that, any improvements constructed thereon by the Govern- 
ment will be maintained and preserved and that the property 
will not be utilized in any manner which might increase the 
cost of the construction of the Cross Florida Barge Canal proj- 
ect or hinder the prompt reconveyance of the land to the Gov- 
ernment when it is required for the construction of the project. 
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Sec. 3. Nothing in this Act shall be construed as a waiver 
of the obligation of the Ship Canal Authority to furnish 
without cost to the United States, all lands, easements and 
rights-of-way necessary for the construction of the canal; 
hold and save the United States free from damages due to 
construction works; and to take over, maintain, and operate 
all highways, bridges and roadways built in connection with 
the canal project. 


Representatives of the Department of the Army also testified that 
while enactment of the legislation will result in the loss of 25 percent 
of the rentals derived from the leasing of lands for agricultural and 
grazing purposes and deprive the Federal Government of the revenues 
to be obtained from the sale of timber and naval stores, it would result 
in the saving of the administrative costs of managing these resources. 

The committee concurs in the views of the Department of the Arm 
and recommends approval of House Joint Resolution 413 as amended. 


O 
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CONSENTING TO MIDDLE ATLANTIC INTERSTATE 
FOREST FIRE PROTECTION COMPACT 





June 28, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Cootny, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany 8S. 3032] 


The Committee on Agriculture, to whom was referred the bill 
(S. 3032) granting the consent and approval of Congress to the 
Middle Atlantic Interstate Forest Fire tection Compact, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of this bill is to grant the consent of Congress to a 
compact for cooperation in preventing and suppressing forest fires 
among Delaware, Maryland, New Jersey, Pennsylvania, Virginia, 
and West Virginia. The compact has been worked out by repre- 
sentatives of the States concerned and, the committee is informed, 
has been ratified by the legislatures of four of the States subject to 
the eprrevsl of Congress, as required by the Constitution. This bill 
would grant such approval. ; 

The purpose of this ge and others like it which are already 
in operation, is to make advance plans for cooperation between the 
States in preventing and suppressing forest fires and to delineate 
areas of action and responsibility so that when the necessity arises all 
preliminary steps to active cooperation will have been taken. 

Similar compacts have previously been approved by frome for 
the following areas: Northeastern—Maine, New Hampshire, Vermont, 
Connecticut, Massachusetts, Rhode Island, New York. South- 
eastern—Virginia, West Virginia, Kentucky, Tennessee, North Caro- 
lina, South Carolina, Georgia, Alabama, Mississippi, Florida. South 
Central—Mississippi, Alabama, Arkansas, Oklahoma, Texas. 

Hearings were held by this committee on four identical House bills: 
H. R. 9567, Mr. Thompson of New ere H. R. 9775, by Mr. 
McDowell of Delaware, H. R. 10084 by Mr. Rodino of New Jersey, 
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and H. R. 10373 by. Mr. Kelley of. Pennsylvania, All are identical 
with S. 3032 reported herewith. : 


DEPARTMENTAL APPROVAL 


Following is the letter from the Department of Agriculture recom- 
mending enactment of the identical bill, H. R. 9567: 


DrEpPARTMENT OF AGRICULTURE, 
Washington, D. C., May 1, 1956. 
Hon. Haroip D. Cootrey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Cootey: This is in reply to your requests of 
March 7 and February 23 for reports on H. R. 9567 and H. R. 9417, 
respectively, bills granting the consent and approval of Congress to 
the Middle Atlantic Interstate Forest Fire Protection Compact. 

We favor enactment of either H. R. 9567 or H. R. 9417 if the latter 
bill is amended so that it is identical with H. R. 9567 inasmuch as this 
bill has been ratified by three member States, Delaware, Pennsyl- 
vania, and New Jersey. 

These bills would grant approval. of Congress to a compact by 
certain Middle Atlantic States to obtain cooperation in preventing 
and suppressing forest fires. It would provide for individual State 
fire plans and an integrated regional fire plan. Compact adminis- 
trators, the State forester or comparable official from each State, 
would coordinate the services of member States and provide adminis- 
trative integration in carrying out the purposes of this compact. 
The Stete requesting aid would be required to assume costs of States 
rendering aid. Each State would have to assume its own liability 
for injury and death benefits. Article VII would authorize the com- 
pact administrators to request the Forest Service to act as the research 
and coordinating agency of the compact, and the Forest Service may 
aecept with initial responsibility in preparing and presenting recom- 
mendations with respect to the regional fire plan. The bill would not 
affect existing or future cooperative relationship or arrangement 
between any Federal agency and member State or States. 

The interstate compact proposed in H. R. 9567 and H. R. 9417 
would be helpful in attaining greater protection against losses from 
forest fires in the member States and would not obligate the Depart- 
ment except as it accepted responsibilities under article VII. Such 
responsibility could be accepted under existing authority and with- 
out additional direct Federal expenditures. 

The differences between H. R. 9567 and H. R. 9417 are not of sig- 
nificance to this Department. However, enactment of H. R. 9417 
unless amended so that it contains the same language as H. R. 9567, 
wa require reconsideration by the three States which have ratified 

.'R. 9567. 

‘The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

‘ Sincerely yours, 
True D. Mors, 
Acting Secretary. 
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PARTICIPATION IN THE UNITED STATES WORLD TRADE 


FAIR AND IN THE OKLAHOMA SEMICENTENNIAL 
CELEBRATION 





June 28, 1956.—Referred to the House Calendar and ordered to be printed 





Mrs. Ketuiy of New York, from the Committee on Foreign Affairs, 
submitted the following 


REPORT 


[To accompany H, J. Res. 604) 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 604), authorizing the President to invite the 
States of the Union and foreign countries to participate in the United 
States World Trade Fair to be held in New York City, N. Y., from 
April 14 to April 27, 1957, having considered the same, report favor- 
ably thereon with amendments and recommend unanimously that 
the joint resolution as amended do pass. 

The amendments are as follows: 


In line 8, page 1, after the word “inclusive,” insert the following: 


and in the Oklahoma Semi-Centennial Celebration to be 
held in various communities in the State of Oklahoma from 
January 1 to December 31, 1957, inclusive, especially during 
America’s New Frontiers Exposition in Oklahoma City, 
June 14 through July 7, 1957, inclusive, 


Amend the title so as to read: 


Authorizing the President to invite the States of the Union 
and foreign countries to participate in the United States 
World Trade Fair to be held in New York City, New York, 
from April 14 to April 27, 1957, and in the Oklahoma Semi- 
Centennial Celebration to be held in various communities in 
the State of Oklahoma from January 1 to December 31, 1957. 


COMMITTEE ACTION 


House Joint Resolution 604 was introduced by the Honorable Irwin 
D. Davidson, of New York, on April 18, 1956, and referred to the 
Committee on Foreign Affairs. The committee considered the reso- 
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lution in executive session on June 21 and June 28, 1956, and ordered 
it reported favorably with amendments. 


PURPOSE OF THE RESOLUTION 


The resolution as amended authorizes the President to invite the 
States of the Union and foreign countries to participate in the United 
States World Trade Fair to be held in New York ity from April 14 
to April 27, 1957, and in the Oklahoma Semicentennial Celebration 
to be held in various communities of Oklahoma from January 1 to 
December 31, 1957. 

Approval of this resolution by the Congress will assist in obtaining 
the participation of foreign countries in these fairs. No cost to the 
United States is involved. Congress has taken similar action with 
regard to other trade fairs which have been held in the United States 
in the past. 

RECOMMENDATIONS 


The Committee on Foreign Affairs believes that these trade fairs, 
to be held in New York and in Oklahoma, would facilitate world trade 
and would be in the interest of United States foreign policy, and 
urges prompt approval of the resolution. 
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ESTABLISHING A SOUND AND COMPREHENSIVE POLICY 
WITH RESPECT TO FISHERIES AND WILDLIFE 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


{To accompany H. R. 11570) 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 11570) to establish a sound and comprehensive 
national policy with respect to fisheries and wildlife; to strengthen the 
fisheries and wildlife segments of the national economy; to create and 
establish within the Department of the Interior the office of Under 
Secretary of Fisheries and Wildlife, a Fisheries Service, and a Wildlife 
Service; and for other purposes, having considered the same, eh 
favorably thereon with amendments and recommend that the bill do 
pass. 

The amendments are as follows: 

Page 1, line 6, following the word ‘‘fish” insert a comma and delete 
the word “and”. 

Page 1, line 7, following the word “shellfish” insert a comma and 
the words “and wildlife’. 

Page 2, line 3, delete the word “attention” and insert in lieu thereof 
the word “‘management”’. 

Page 2, line 4, delete “as an economic asset if neglected.”’, and insert 
in lieu thereof, “if neglected or unwisely exploited.” 

Page 2, lines 5 and 6, delete in entirety, and insert in lieu thereof 
the following: 


They afford outdoor recreation throughout the Nation and 
provide employment, directly or indirectly, to a substantial 
number of citizens. 


Page 2, line 7, delete the words “throughout the Nation.” 
Page 2, line 10, following the word “‘vessels.”, insert the following: 
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The training and sport afforded by fish and wildlife resources 
“strengthen the’ national defense by contributing to the 
general health and physical fitness of millions of citizens. 


Page 2, line 11, delete the words “the fisheries” and insert in liev 
thereof ‘“‘the fish and wildlife resources’’. 

Page 2, line 13, delete “The proper encouragement and develop- 
ments of’’. 
_ Page 2, lines 14 through 17 delete in entirety. 

Page 4, line 4, delete the period and insert: 


and of maintaining and increasing the public opportunities 
for recreational utilization of the fish and wildlife resources. 


Page 4, line 7, after “Src. 3 (a)” delete the rest of the line. 
Page 4, lines 8 through 17, delete in entirety, and insert in 
thereof the following: 


There is hereby ereated and established within the De- 
paceman of the Interior the office of Assistant Secretary for 

isheries and Wildlife, and the office of Commissioner of 
Fish and Wildlife. There is further hereby created and es- 
tablished the United States Fish and Wildlife Service, con- 
sisting of two divisions thereof to be known as the Bureau 
of Commercial Fisheries and the Bureau of Wildlife, respec- 
tively. The administrative functions of the United States 
Fish and Wildlife Service shall be administered under the 
direction and supervision of the Assistant Secretary for 
Fisheries and Wildlife by the Commissioner of Fish and 
Wildlife. There shall be a Director for each of said Bu- 
reaus. 


g Page 4, line 21, delete the following: “fur seals, hair seals, sea 
ons,’”’. 

Page 5, line 2, delete the words, ‘‘Fisheries Service of’’. 

Page 5, line 3, delete the words “the Department of the Interior” 
and insert in lieu thereof the following: “Bureau of Commercie! 
Fisheries of the United States Fish and Wildlife Service”’. 

Page 5, line 9, after the word “development,” insert the following: 
“game fish, sea mammals (except whales),”. 

Page 5, line 15, between the words “the” and “Wildlife’’ insert the 
words ‘Bureau of”... Also delete the word “Service”. 

Page 5, line 16, delete “Department of the Interior,” and insert in 
lieu thereof “United States Fish and Wildlife Service,”’, 

Page 5, after subsection (c) (lines 5 through 17) insert the following: 


(d) In the administration and performance of related 
functions pertaining both to fisheries and wildlife, and for 
such other functions as he deems appropriate, the Secretary 
may establish a Division of Technical Services and require a 

single operating branch or unit to perform the services relat- 

ing both to fisheries and wildlife, The Secretary may also 

establish a single division, branch or unit to. perform such 
administrative services as information, budgeting, personnel 
management, finance and procurement for the entire United 
States Fish and Wildlife Service. 

(e) The Secretary is authorized under rules and regula- 
tions and under terms and conditions prescribed by him, to 
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make loans for financing and refinancing of operations, main- 
tenance, replacement, repair and aumpmens of fishing gear 
and ‘vessels, and for research into the) basic problems of 

eries. 

Any loans made under the provisions of this. section 

be subject. to the following restrictions: 

(1) Bear an interest rate of not less than 3 per centum 
per annum; t sat 

(2) Mature in not more than ten years; 

(3) No financial assistance shall be extended pursuant to 
this section unless reasonable financial assistance, applied 
for is not otherwise available on, reasonable terms: 

©) There is hereby created a fisheries loan fund, which 
shall be used by the Secretary as a revolving fund to make 
loans for financing and refinancing under this section. Any 
funds received by the Secretary on or before June 30, 1965, 
in ioe of principal or interest on any loans so made, 
sh fiepanint in the fund>and be available for maki 
additional loans under this section: . Any funds so. receiv 
after June 30, 1965, and any balance igre, deg the fund 
at the close of June 30, 1965 (at which time the fund shall 
cease to.exist), shall be covered into the Treasury as miscel- 
laneous receipts. There are hereby authorized to be appro- 
priated to the fund the sum of $10,000,000 to provide initial 


capital. 
(h) The Secretary shall, with respect: to the financial 
operations arising by reason of this section: 
(1) prepare annually and submit a business-type budget 
as provided for wholly owned Government corporations by 
4 the Government Corporation Control Act; 
Q) maintain an integral set of accounts, which shall be 
audited annually by the General Accounting Office in ac- 
” cordance with principles and: procedures applicable to com- 


| mercial corporate transactions, as provided by section 105 
of the Government Corporation Control Act; 

r (3) determine the character’ and necessity of expenditures 

; under this section and ‘the manner in which such. expendi- 

2 tures are incurred, allowed, and paid, subject to the provi- 


sions of law specifically applicable to wholly owned Govern- 
n ment corporations. 

(i) The Secretary, subject to the specific limitations in 
z: this section, may consent to the modification, with respect to 
the rate of interest, time of yea of any installment of 
principal, or security, of any loan contract to which he is a 

party. ¢ 
Page.5, line 19, between the words ‘‘the’”’ and ‘‘isheries”” insert the 


vords ‘““Bureau,of Commercial’. baby 
Page 5, line 19, delete the word “Service”. 





Page 5, line 20; delete the words ‘Wildlife Service” and insert in 
leu t 


ereof.the words ‘Bureau of, Wildlife”. 


Page 5, line: 21, delete the words) “‘such,Services” and insert, in lieu 


thereof the words “the Assistant Secretary for, Fisheries and Wildlife”’. 
Page 6, line 7, delete the words “of the.living re-’”. ert 
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Page 6, line 8, delete in entirety and insert in lieu thereof, “and the 
biological requirements of the fish and wildlife resources;’’. 

Page 8, line 8, delete ““Undersecre-”, and insert the words ‘‘Assistant 
Secretary’’. 

Page 8, line 9, delete “tary’’. 

Page 8, line 9, delete “Fish” and insert in lieu thereof the word 
‘“Fisheries’’. 

Page 8, line 11, delete in entirety. 

Page 8, line 12, delete “created by section 3 of this Act,”. 

Page 8, line 13, delete the word “Undersecretary” and insert in lieu 
thereof the words “Assistant Secretary’’. 

Page 8, line 23, delete the words “from any cause’’. 

Page 8, line 25, delete the words “with respect to credit relief and 
other meas-’’. 

Page 9, line 1, delete “ures” at the beginning of the line. 

Page 9, line 10, after the word “fisheries” and before the semicolon, 
insert. the word ‘‘resources”’. 

Page 9, line 19, after the word “fisheries” and before the word “‘in”’, 
insert the words ‘“‘and wildlife’’. 

Page 10, delete subsection (d) (lines 8 through 13) in entirety. 

Page 10, line 14, delete “(e)” and insert in lieu thereof “(d)”. 

Page 10, line 17, after the word “fisheries” and before the word 
“with’’, insert the words “and wildlife’’. 

Page 10, line 18, delete the period and insert in lieu thereof “and 
wildlife.”’. 

Page 10, line 19, delete the word “Undersecretary” and insert in 
lieu thereof the words ‘Assistant Secretary’’. 

Page 10, line 20, delete ‘‘Fish~”’. 

Page 10, line 21, delete “eries Service and the” and insert in lieu 
thereof the words ‘United States Fish and”’. 

Page 10, line 24, delete the word ‘‘Undersecretary” and insert in 
lieu thereof the words “Assistant Secretary”’. 

Page 11, delete lines 13 through 24 in entirety. 

Page 12, delete lines 1 through 10 in entirety. 

Page 12, line 12, delete “10.” and insert in lieu thereof ‘9.’’. 

Page 12, line 22, delete “11.” and insert in lieu thereof ‘10.’’. 

Page 12, following line 24, insert the following: 


Src. 11. (a) The authorization for the transfer of certain 
funds from the Secretary of Agriculture to the Secretary of 
the Interior and their maintenance in a separate fund as con- 
tained in section 2 (a) of the Act of August 11, 1939, as 
amended July 1, 1954 (68 Stat. 376), shall be continued for 
the year ending June 30, 1957, and each year thereafter, and 
such transferred funds shall be available for all the purposes 
of this Act. 

(b) Subsection (e) of section 2 of the aforesaid Act of 
ee 11, 1939, as amended, is hereby amended to read as 

ollows: 

*(e) The separate fund created for the use of the Secretary 
of the Interior under section 2 (a) of this Act and the annual 
accruals thereto shall be available for each year hereafter 
until expended by the Secretary.” 

Amend the title so as to read: 
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“To establish a sound and comprehensive national policy 
with respect to fisheries and wildlife; to strengthen the 
fisheries and wildlife ents of the national economy; to 
create and establish within the D ment of the Interior 
the office of Assistant Secretary for Fisheries and Wildlife, a 
United States Fish and Wildlife Service; and for other pur- 
poses.” 


The purpose of the bill is twofold—to provide a framework within 
which the manifold problems of the commercial fishing industry 
might be worked out, and to give recognition to the increasing im- 
portance of outdoor recreation in the economy of the country. 

The need for aid by the commercial fishing industry can best be set 
forth by a recital of some of the problems confronting it. These in- 
clude depletion of the resource, either from overfishing or natural 
causes not fully understood, due to the absence of further research. 
The New England groundfish, California sardine and salmon are ex- 
amples of this.. Increased costs of operation, inability to secure ade- 
quate financing to upgrade vessels and equipment to keep pace with 
new developments in technique, increasing competition with other 
nations for the domestic market and the possibility of insufficient 
representation in negotiations with other countries are other problems 
facing the industry. Unfortunately, the industry consists of a number 
of segments with tering interests: (1) the fisherman seeks assured 
markets relatively free of competition from imports; (2) the canner 
and freezer seeks an assured supply of fish from any source to keep his 
processing plants busy; and (3) the distributor must have fish to sell 
at @ price competitive with other protein foods. As a result, drafting 
of specific legislation to meet all of the various needs of each of the 
interests concerned is practically impossible. 

The bill reported here attempts to meet the problems by a modifics- 
tion of the oa uay Fish and Wildlife Service open to permit 

eater flexibility and emphasis on fisheries. is is accomplished 
y. the designation of a new Assistant Secretary of Fisheries and 
Wildlife in the Department of the Interior, whose functions will be 
limited to fisheries and wildlife, and the creation of a United States 
Fish and Wildlife Service under his administration, under the im- 
mediate direction of a Commissioner. The Service will have a 
Bureau of Commercial Fisheries and a Bureau of Wildlife, each under 
a Director. It is expected that this upgrading and reorganization 
of the Fish and Wildlife Service will provide a basis for arriving at a 
solution of the most pressing problems of the industry. It set 
up an office which more nearly approaches the status of the Cabinet 
officers functioning in many of the other important fishing nations, 
and at the same time will provide a bureau devoted entirely to the 
protiems of the industry. In addition, the bill establishes a fund to 

e administered by the Secretary of the Interior to provide loans for 
the industry not available from other sources, and an extension and 
broadening of the Saltonstall-Kennedy Act. This act, which has 
been in effect for only 2 years, has been highly beneficial to the 
domestic industry through research and development of markets and 
marketing techniques, The present bill not only makes the act 
permanent, but removes the ceiling on the amount available for use, 
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thus assuring some $1,500,000. per.year. additional. While the 
committee is aware that there can be no cure-all for the many differing 
ills of the industry, it believes that this. bill is likely to prove more 
beneficial. to. more segments.of the industry than any of the many 
solutions. proposed in the course of its lengthy attempts to find the 
correct. answer to the problem. 

During consideration of the many bills before it, the committee 
became aware that the emphasis on commercial fisheries might result 
in detriment to another somewhat related field—that of wildlife and 
sport fishing. The changing work habits of Americans has resulted 
in more leisure to enjoy the outdoors with a resultant increase in fish- 
ing, hunting, and outdoor recreation generally. This in turn ‘has 
given rise to a giant new industry to serve the sportsman and his 
needs and this in turn requires a greater interest by Government to 
sustain it through maintenance of adequate conservation measures to 
assure a continued, if not increased, supply of game, maintenance of 
hatcheries to offset the increasing pressures of population on the habi- 
tat of wildlife, and continued research to meet changing conditions as 
they occur. In this connection, it appeared to the committee that 
the problems of game-fish control and conservation more nearly ap- 
proached those confronted by the wildlife agency than those of the 
commercial fisheries, for which reason the bill provides that game fish 
shall be under the jurisdiction of the Wildlife Director. This approach 
to the situation is that contained in the Alaska game law, where the 
grouping of wildlife and game fish has been effective. No attempt 
has been made to enumerate game fish in the legislation for two rea- 
sons; first, because some of the species, tuna, salmon, and striped bass, 
for example, are both game fish and commercial fish; and second, 
because that which is commercial fish in one location may be a game 
fish elsewhere. _ It is expected that the Assistant Secretary of Fisheries 
and Wildlife will make the appropriate classification after consultation 
with the fish and game commissions in the States. This allocation of 

ame fish to the Wildlife Director will also serve to assure that the 
ce of River Basin Studies and the projects under the Dingell- 
Johnson and Pittman-Robertson Acts will continue to be administered 
together. This has been the practice in the past, and the effectiveness 
of these programs can best be sustained by this means. 

Along the same line of reasoning, the sea mammals, other than 
whales, were placed under the jurisdiction of the Wildlife Director, 
since it was the view of the committee that the problems of maintain- 
ing and increasing the stocks were more nearly related to conservation 
than to commercialization. 

The committee is under no illusion that this bill will meet all of the 
needs of either the commercial fishery industry or the sportsmen, but 
it represents an attempt to reconcile the various and varying needs 
of the many interests involved. It is the committee’s view that it 
will go far toward rehabilitating an industry important to the well- 
being of the Nation. The committee intends to review operations 
under this bill from time to time to ascertain whether it is achieving 
the purposes intended. 

The amendments adopted by the committee included the author- 
ization to the Secretary to establish a Division of Technical Services 
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to perform functions relating to both fisheries and wildlife, and to 
require a single operating branch to perform functions relating to 
both Bureaus, authorized the fisheries loan fund extended, and 
broadened the operation of the Saltonstall-Kennedy Act and trans- 
ferred jurisdiction of game fish and sea mammals other than whales 
to the Wildlife Bureau. The reasons for these amendments are set 
forth above. 
There are no changes in existing law. 


O 
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TAXATION OF LIFE INSURANCE COMPANIES 





Jung 28, 1956.—Committed to the Committee of the Whole House on the state 
of the Union and ordered to be printed 





Mr. Miuts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


(To accompany H. R. 11995] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 11995) to provide that the 1955 formula for taxing income of 
life insurance companies shal! also apply to taxable years beginning 
in 1956, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The bill would amend the Internal Revenue Code of 1954 by ap- 
plying the tax imposed by section 802 on the income of life insurance 
companies to taxable years beginning in 1956. Under present law 
this section imposes the tax only for taxable years beginning in 1955. 


REASON FOR THE BILL 


When the bill, H. R. 7201 ay ng Law 429 of the 84th Cong.), 
which provided the tax formula for 1955, was considered by your 
committee last year, the Secretary of the Treasury endorsed the bill 
as a l-year stopgap with the understanding that the Department of 
the Treasury would submit a recommendation for permanent legis- 
lation during this Congress. It is now apparent that the Treasury 
will not be able to offer a definite legislative alternative in this session 
of the Congress. If such an alternative were submitted, it would 
require careful study, including public hearings, and it would not be 
possible to adequately consider a major revision in the life insurance 
company income tax formula either during the remainder of this 
session or prior to March 15, 1957. 

It is clear, therefore, that since the Treasury Department’s alterna- 
tive will not be. available as a possible method of taxation for this 
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2 TAXATION OF LIFE INSURANCE COMPANIES 


year, legislation is needed at this time. Present law, while providing 
a special tax formula for the year 1955 provided that the tax for 1956 
would revert to prior law, specifically, to the formula enacted in 
1942 and now contained in sections 811, 812, and 813 of the Internal 
Revenue Code of 1954. While the 1942 formula would increase the 
revenue to be collected from life insurance companies, it would involve 
a shift of tax burden among the companies. 

In general, the formula contained in Public Law 429 has been recog- 
nized as an improvement over previous temporary formulas and it 
should be extended for the year 1956. By the end of this calendar 
year companies must declare dividends to be paid in 1957. Con- 
siderable difficulty was involved at the end of last year, in the absence 
of a positive tax formula when the companies were in the position of 
not knowing what their tax liability would be. 

Your committee is unanimous in urging enactment of H. R. 11995. 


EXPLANATION 





OF THE BILL 


Section 802 (a) of the Internal Revenue Code of 1954 imposes a 
tax on the income of life insurance companies for taxable years 
beginning in 1955. Section 802 (c) imposes, also for taxable years 
beginning in 1955, an alternative tax on certain life insurance com- 
panies having nonlife insurance business. Your committee’s bill 
would amend subsections (a) and (c) of section 802 by inserting 
“1955 or 1956” in place of “1955”. 

Section 811 imposes tax under a different formula for taxable years 
beginning after December 31, 1955. This date is amended to 
December 31, 1956. 
CHANGES 


IN EXISTING LAW 





In compliance with clause 3 of Rule XIII of the Rules of the House 


of Representatives, changes in existing law made by the bill, as intro- 


duced, are shown as follows (existing law proposed to be omitted is 


enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


* 





* * 





ok * 





Subchapter L. Insurance Companies 


PART I—LIFE INSURANCE COMPANIES 


Subpart A. 1955 formula. 
Subpart B. 1942 formula. 
Subpart C. Miscellaneous provisions. 


Subpart A—1955 Formula 


Sec. 801. Definition of life insurance company. 

[Sec. 802. Tax imposed for 1955. 

Sec. 802. Tar imposed for 1955 and 1956. 

Sec. 803. Income and deductions. 

Sec. 804. Reserve and other policy liability deduction. 
Sec. 805. Special interest deduction 


* ” 
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SEC. 802. TAX IMPOSED FOR 1955 AND 1956. 


(a) Tax Imposep.—A tax is hereby imposed for each taxable year 
beginning in 1955 or 1956 on the income of every life insurance com- 
pany. Except as provided in subsection (ec), such tax shall consist of 
a normal tax (computed under section 11 (b)) and a surtax (computed 
under section 11 (c)) on the sum of— 

By me life insurance taxable income (as defined in subsection 
(b)), plus 

(2) the non-life insurance taxable income (as defined in sub- 
section ). 

(b) Lire Insurance TaxaBie Income Derinep.—For purposes 
of this subpart, the term “‘life insurance taxable income” means the 
net ee aa income (as defined in section 803 (c)), minus the 
sum of— 

(1) the net investment income allocable to non-life insurance 
reserves (determined under section 804 (d)), 

(2) the reserve and other policy liability deduction (deter- 
mined under section 804), and 

(3) the special interest deduction, if any, allowed by section 
805. 

(c) ALTERNATIVE TAX IN THE Case oF Companies Havine Non- 
Lire InsurANCE RESERVES.— 

(1) In GenerAL.—In the case of a life insurance company 
which has non-life insurance reserves, the tax imposed by subsec- 
tion (a) of this section for any taxable year beginning in 1955 
or 956 shall be the tax computed under such subsection (or under 
section 1201 (a) if applicable) or the tax computed under para- 
graph (2) of this subsection, whichever is the greater. 

(2) ALTERNATIVE 1 PERCENT TAX ON NON-LIFE INSURANCE 
BusiNEss.—The tax referred to in paragraph (1) is a tax equal 
to the sum of the following: 

(A) A partial tax consisting of a normal tax (computed 
under section 11 (b)) and a surtax (computed under section 
11 (c)) on the life insurance taxable income. 

(B) A partial tax consisting of — 

(i) 1 percent of the amount which bears the same 
ratio to the gross investment income (reduced by the 
deduction for wholly-exempt interest allowed by section 
803 (c) (1) as the non-life insurance reserves bear to 
= qualified reserves (determined under section 804 (c)), 
plus 

(ii) 1 percent of the excess of the amount by which 
the net premiums on contracts meeting the requirements 
of section 804 (d) (2) (A) exceed the dividends to 
policyholders on such contracts. For purposes of this 
clause, net premiums, and dividends to policyholders, 
shall be computed in the manner provided in section 823. 

* * * * x * * 
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SUBPART B—1942 FORMULA 


Sec. 811. Tax imposed. 
Sec. 812. Reserve and other policy liability deduction. 
Sec. 813. Adjustment for certain reserves. 


SEC. 811. TAX IMPOSED. 
(a) Tax Imposep.—A tax is awk imposed, on the life insurance 
company taxable income of every life insurance company, for each 


taxable year beginning after [December 31, 1955] December 31, 1956. 
Such tax shall consist of— 
(1) a normal tax on such income computed under section 11 
(b), and 
“(2) a surtax on such income computed under section 11 (c), 


O 
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AMENDING THE MERCHANT MARINE ACT OF 1936, AS 
AMENDED 





Jung 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany 8S. 1833] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 1833) to amend the Merchant Marine Act of 
1936, as amended, having considered the same, pepor’ favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 5, after the word “valuation” insert “(exclusive of na- 
tional defense features paid for by the Government)”’. 

Page 2, line 10, after the word ‘‘vessel,’’ insert ‘“‘for the period of 
insurance prior to requisition for title or use,’’. 

Page 2, line 14, delete the colon and insert: 


, and for the period of insurance after requisition for use the 
valuation so determined shall not exceed the amount which 
would be payable under section 802 in the case of requisition 
for title or use: 


Page 2, lines 19 and 20, delete “but shall continue to pay premiums 


upon such valuation at the rate provided for in said policy.”, and 
insert the following: 


and shall pay, at the rate provided for in said policy, a 
miums upon such asserted valuation as the insured shall 
— at the time of rejection, but such asserted valuation 
shall not operate to the prejudice of the Government in any 
subsequent action on the policy. 


, Page 3, line 10, following the word “compensation” insert the fol- 
owing: 


71008 
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for any period of insurance prior to actual requisition for use 
er title of the vessel : 


Page 3, line 14, delete the colon and insert the following: 


, and for any period of insurance after actual requisition for 
use, the valuation determined by the court shall be the 
amount which would have been payable under section 802 
in the case of requisition for title: 


The purpose of the bill is to clarify.and extend the authority of the 
Maritime Administration to provide marine insurance during a na- 
tional emergency. The necessity for such insurance arises from the 
fact that practically all marine insurance policies issued by commercial 
insurers specify that their coverage shall terminate on the outbreak of 
hostilities among the large nations, and the Government must provide 
insurance in order to keep the merchant marine in operation. 

Under existing law, there is no provision for judicial review of valua- 
tions fixed by the Maritime Administration on vessels. This bill cor- 
rects this inequity by providing that within 60 days after the insurance 
becomes effective or after valuation is fixed by the Secretary of Com- 
merce, whichever date is later, the owner shall have the option to 
reject the valuation. Then, m the event of a loss, he shall be paid 
75 percent of the Government’s valuation and may go to court as to 
the balance. 

The bill in its original form provided that the insured should con- 
tinue to pay a premium based on the Government’s valuation, with an 
adjustment upward if he sustained his higher valuation in court. It 
did not provide that he must specify any higher valuation at the time 
of rejection. It appeared to the committee that this violated accepted 
insurance practices in that the owner neither specified his idea of the 
value of the vessel nor paid premiums on any asserted increased value. 
Accordingly, the bill was amended to provide that at the time of 
rejection of the valuation made by the Maritime Administration, the 
owner must specify his own valuation and pay premiums on the basis 
of his valuation. During the hearings, the witnesses, including the 
Maritime Administrator and representatives of the steamship associa- 
tions agreed that the committee amendment was acceptable. 

Under the Merchant Marine Act of 1936, if the Government requi- 
sitions for title or purchases a vessel built with the aid of a construction 
subsidy, payment therefor shall be on the basis of the book value of the 
vessel. In the case of any vessel built without subsidy, payment 
under such circumstances is based on just compensation, usually con- 
siderably higher than the beok value. In order not to penalize unduly 
the owners of such subsidized vessels and to bring the war risk insur- 
ance in line with commercial practice, the bill provides that prior to 
a taking by the Government for title or use, the amount of insurance 
payable in the event of a loss shall be based on just compensation. 
After such requisition, only book value w'll be paid. 

In the ease of vessels built without subsidy but with national de- 
ense features for which the Government has paid, the bill was amended 
to make certain that the owner would not be paid by way of insurance 
for such features installed at the exper se of the Government. 

The bill also contains provisions similar to the foregoing to cover 
vessels requisitioned for use to conform the method and terms of pay- 
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ment in the event of a loss to the practice in the case of vessels insured 
but not used by the Government. 

The bill eliminates inequities existing in existing legislation on the 
subject and presents a workable plan to protect both the Government 
and the shipowner in the event of loss or damage to vessels during 
wartime and the committee recommends that it = ‘ 


Report from the Comptroller General of the United States is as 
follows: 


ComprroLLer GENERAL OF THE UNtTep SrarTEs, 
Washington, June 19, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to your letter of May 15, 
1956, enclosing copies of S. 1833, 84th Congress, 2d session, entitled 
“An act to amend the Merchant Marine Act of 1936, as amended”’ 
and inviting our views and recommendations thereon. 

S. 1833, as presently constituted, is an amended version of the 
bill as it was reintroduced in the Senate. As reintroduced in this 
Congress, S. 1833 was identical to S. 1878, 83d Congress, a substitute 
bill proposed by us. A representative of our Office testified before 
this committee on S. 1878, 83d Congress, on August 5, 1954, and recom- 
mended its adoption. However, there was also testimony offered by 
representatives of the American Merchant Marine Institute and the 
Pacific American Steamship Association urging certain amendments 
to S. 1878, 83d Congress, which were designed to provide that vessels 
on which construction-differential subsidies had been granted should 
be treated the same as all other vessels, insofar as war risk insurance 
evaluations are concerned, for so long as they continued in private 
operations. Amendments designed to accomplish this were incor- 
porated into S. 1833. 

Inasmuch as we have recommended favorable consideration of 
S. 1878, 83d Congress (or S. 1833, 84th Cong., as originally introduced), 
our comments will be limited to the subsequent amendments as now 
contained in S. 1833. 

S. 1878 provided that hull insurance coverage “shall not exceed the 
amount that would be payable if the vessel had been requisitioned 
for title under section 902 at the time of the attachment of the insur- 
ance under said policy.” As a consequence of the provision in sec- 
tion 902 (b) that the value upon taking by the Government of a vessel 
upon which a construction-differential subsidy had been paid shall be 
determined as provided in section 802 of the 1936 act (depreciated 
construction cost), the amount of war-risk insurance coverage on such 
vessels was limited. The operators of such vessels urge that this 
limitation upon the war-risk insurance coverage available to them is 
inequitable. They contend that while they recognize that section 802 
limitations are applicable in the event of the Government’s requisi- 
tioning of such vessels for title or use, that is not a valid reason for 
limiting their war-risk insurance coverage from the time when war- 
risk insurance attaches to the time when the Government determines 
that its need requires requisitioning of the vessels. In other words, 
we understand them to urge that for so long as their vessels continue 
in private operations (prior to requisitioning for title or use), they 
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should be afforded the same coverage as all other operators to the 
extent of their investments in the vessels... The formula proposed 
would permit them to realize any appreciated value on their invest- 
ments in the vessels, as is now available to nonsubsidized vessel own- 
ers. Considering that the justification for war-risk insurance has been 
stated to be that national interest requires the Government to assure 
continuous operation of privately owned vessels during periods prior 
to Government acquisition but when commercial war-risk insurance 
is not obtainable, and that the absence of sufficient insurance cover- 
age during that period may serve as a deterrent to that objective, we 
offer no objection to the amendments included in S. 1833. However, 
as indicated in Senate Report No. 1954, May 7, 1954, the present bill 
is subject to the construction that war-risk insurance valuations (just 
compensation under sec. 902 (a)), continue to apply to construction- 
differential vessels after requisitioning thereof for “‘use.” This would 
have the effect of removing the section 802 limitation from construc- 
tion-subsidy vessels if they were requisitioned for use while continuing 
those limitations on such vessels if requisitioned for title. Westrongly 
recommend against any such dual valuation or release of the limita- 
tion after requisitioning, either for title or use. We have received 
informal advice that this was not the intention of the proponents of 
the amendment and that they will propose an amendment to the bill 
which will make it unmistakably clear that their proposals are limited 
to providing just compensation for their vessels as contemplated by 
section 902 (a), only until such time as they are requisitioned for 
either title or use. To accomplish this clarification, we recommend 
that the proposed amendment to section 1209 (a) (2) be changed by 
inserting between the comma and the word “the” on line 2, page 10, 
the words “for the period of insurance prior to requisition by the 
Government for title or use” and by inserting between the parentheses 
and the colon on line 14, page 2, the words “and for the period of 
insurance after requisition for title or use the valuation so determined 
shall not exceed the amount which would be payable under section 
802 in the case of requisition for title.” Correlative changes in the 
provisions for court determinations of just compensation for construc- 
tion-subsidized vessels are also recommended. 

It is noted that the stated valuations on nonsubs dized vessels 
which would be determined by the Secretary and reviewable by the 
courts in event of the owner’s rejection does not expressly exclude the 
value of national defense features. To assure the elimination of the 
national defense features in the valuation of vessels on which no con- 
struction subsidy was paid, we recommend the bill be amended by 
inserting between the words “valuation” and ‘“‘determined” on line 5, 
page 2, the provision ‘‘(exclusive of national defense features paid for 

y the Government).” 

S. 1833, if amended as herein recommended, would provide that 
the stated valuations on all vessels for war risk insurance purposes 
shall not exceed just compensation under section 902 (a) (excludin 
the cost of national defense features). A construction-subsidize 
vessel owner would receive his proportionate share of such just com- 
pensation if the vessel was lost while insured but before requisitioning 
thereof for title or use. Upon and after requisitioning for title or 
use, the limitation of section 802 would apply to the valuation which 
may be received by the owner. 
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Accordingly, if S. 1833 is further amended as herein recommended, 
we offer no o oo to its favorable consdieration. 
Sincerely yours, 
JosePH CAMPBELL, 


Comptroller General of the United States. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Mercuant Marine Act, 1936 
Section 1209 (a) 


Ee) The Secretary, in the administration of this title, may issue 
such policies, rules, and regulations as he deems proper and may adjust 
and pay losses, compromise and settle claims, whether in favor of or 
against the United States and pay the amount of any judgment 
rendered against the United States in any suit, or the amount of any 
settlement agreed upon, in respect of any claim under insurance 
authorized by this title, but with respect to any vessel which is 
insured under the provisions of this Act, the amount of the claim 
adjusted, compromised, settled, adjudged or paid shall not exceed 
the vessel’s fair and reasonable value as determined by the Federal 
Maritime Board.] 

(a) (1) The Secretary, in the administration of this title, may issue 
such policies, rules, and regulations as he deems proper and may adjust 
and pay losses, compromise and settle claims, whether in favor of or 
against the United States and pay the amount of any judgment rendered 
against the United States in any suit, or the amount of any settlemen 
ee upon, in respect of any claim under insurance authorized by this 
title. 

(2) In respect of hull insurance, the valuation in the policy for actual 
or constructive total loss of the vessel insured shall be a stated valuation 
determined 4 the Secretary which shall not exceed the amount that would 
be payable if the vessel had been requisitioned for title under section 902 
(a) at the time of the attachment of the insurance under said policy: 
Provided, however, That in the case of a construction-subsidized vessel, 
the valuation so determined shall be reduced by such rtion as the 
amount of construction subsidy paid with respect to vessel bears to 
the entire construction cost and capital improvements thereof (excluding 
the cost of national defense features): Provided further, That the insured 
shall have the right within sixty days after the attachment of the insurance 
under said policy, or within sixty days after determination of such valua- 
tion by the Secretary, whichever is later, to reject such valuation, but shall 
continue to pay premiums upon such valuation at the rate provided for 
in said policy. In the event of the actual or constructive total loss of the 
vessel, if the insured has not rejected such valuation the amount of any 
claim therefor which is adjusted, compromised, settled, adjudged, or paid 
shall not exceed such stated amount, but if the insured has so rejected such 
valuation, the insured shall be paid as a tentative advance only, 75 per 
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centum of such valuation so determined by the Secretary and shall be 
entitled to sue the Lnited States in a court having jurisdiction of such 
claims to recover such valuation as would be equal to the just compensation 
which such court determines would have been payable if the vessel had been 
requisitioned for title under section 902 (a) at the time of the attachment 
of the insurance under said policy: Provided, however, That in the case 
of a construction-subsidized vessel, the valuation determined by the court 
as such just compensation shall be reduced by such proportion as the 
amount of construction subsidy paid with respect to the vessel bears to 
the entire construction cost and capital improvements thereof (excluding 
the cost of national defense features): And provided further, That in the 
event of an election by the insured to reject the stated valuation fired by 
the Secretary and to sue in the courts, the amount of the judgment will 
be payable without regard to the limitations contained in the twelfth 
paragraph under the heading Maritime Activities in title I of the Depart- 
ment of Commerce and Related Agencies Appropriation Act, 1956, in 
the tenth paragraph under the heading Maritime Activities in title II] 
of the Department of State, Justice, and Commerce, and the United States 
Information Agency Appropriation Act, 1956, in the eleventh paragraph 
under the heading “ Maritime Activres”’ in title III of the Department 
of Justice, State, and Commerce Appropriation Act, 1954, the tenth 
paragraph under the heading ‘‘Oprratine DirrerentiaL Supsivies” 
in title Il of the Independent Offices Appropriation Act, 1953, the 
corresponding paragraphs of the Independent Offices Appropriation Act, 
1952, and the Third Supplemental Appropriation Act, 1951, although 
the excess of any amounts advanced on account of just compensation over 
the amount of the court judgment will be required to be refunded. In the 
event of such court determination, premiums under the policy shall be 
adjusted on the basis of the valuation as finally determined and of the 
rate provided for in said policy. 


Section 902 


[(c) If any property is taken and used under authority of this 
section, but the ownership thereof is not required by the United 
States, the Commission, at the time of the taking or as soon there- 
after as the exigencies of the situation may permit, shall transmit to 
the person entitled to the possession of such property a charter set- 
ting forth the terms which, in the Commission’s judgment, should 
govern the relations between the United States and such person and 
a statement of the rate of hire which, in the Commission’s judgment, 
will be just compensation for the use of such property and for the 
services required under the terms of such charter. If such person 
does not execute and deliver such charter and accept such rate of 
hire, the Commission shall pay to such person on account of just 
compensation a sum equal to 75 per centum of such rate of hire as the 
same may from time to time be due under the terms of the charter 
so tendered, and such person shall be entitled to sue the United States 
to recover such further sum as added to such 75 per centum will make 
up such amount as will be just compensation for the use of the 
property and for the services required in connection with such use. 
In the event of loss or damage to such property, due to operation of 
a risk assumed by the United States under the terms of a charter 
prescribed in this subsection, but no valuation of such vessel or other 
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nroperty or mode of compensation has been agreed to, the United 
States shall pay just compensation for such loss or damage, to the 
extent the person entitled thereto is not reimbursed therefor through 
plicies of insurance against such loss or damage. 

(ec) If any property is taken and used under authority of this section, 
hut the bra Be thereof is not required by the United States, the Commis- 
sion, at the time of the taking or as soon thereafter as the exigencies of the 
situation may permit, shall transmit to the person entitled to the possession 
of such property a charter setting forth the terms which, in the Commis- 
sion’s judgment, should govern the relationships between the United 
States and such person and a statement of the rate of hire which, in the 
Commission’s judgment, will be just compensation for the use of such 
property and for the services required under the terms of such charter. 
If such person does not execute and deliver such charter and accept such 
rate of hire, the Commission shall pay to such person as a tentative ad- 
vance only, on account of such just compensation a sum equal to 75 per 
centum of such rate of hire as the same may from time to time be due under 
the terms of the charter so tendered, and such person shall be entitled to 
sue the United States in a court having jurisdiction of such claims to 
recover such amounts as would be equal to just compensation for the use 
property and for the services required in connection with such use: Pro- 
vided, however, That in the event of an election by such person to reject 
the rate of hire fixed by the Commission and to sue in the courts, the excess 
of any amounts advanced on account of just compensation over the amount 
of the court judgment will be required to be refunded. In the event of loss 
or damage to such property, due to operation of a risk assumed by the 
United States under the terms of a charter prescribed in this subsection, 
but no valuation of such vessel or other property or mode of compensation 
has been agreed to, the United States shall pay just compensation for such 
loss or damage, to the extent the person entitled thereto is not reimbursed 
therefor through policies of insurance against such loss or damage. 

(d) In all cases, the just compensation authorized by this section 
shall be determined and paid by the Commission as soon as practi- 
cable, but if the amount of just compensation determined by the 
Commission is unsatisfactory to the person entitled thereto, such 
person shall be paid 75 per centum of the amount so determined and 
shall be entitled to sue the United States to recover such further sum 
as, added to said 75 per centum will make up such amount as will be 
just compensation therefor, in the manner provided for by section 24, 
paragraph 20, and section 145 of the Judicial Code (U. S. C., 1934 
edition, title 28, secs. 41, 250).] 

(d) In all cases, the gust compensation authorized by this section shall 
be determined and paid by the Commission as soon as practicable, but if 
the amount of just compensation determined by the Commission is 
unsatisfactory to the person entitled thereto, such person shall be paid, 
as a tentative advance only, 75 per centum of the amount so determined 
and shall be entitled to sue the United States to recover such amount as 
would equal just compensation therefor. in the manner provided for by 
section 24, paragraph 20, and section 145 of the Judicial Code (U.S. C., 
1946 edition, title 28, secs. 41 (20) and 250): Provided, however, That 
in the event of an election to reject the amount determined by the Commis- 
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sion and to sue in the courts, the excess of any amounts advanced on 
account of just compensation over the amount of the court gudgment will 
be required to be refunded. 

§ 1206. The Secretary is authorized [during any time the United 
States is at war or during any period of emergency declared to exist 
by the President of the United States,] to provide insurance for any 
person who performs * * * 

O 
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PROVIDING FOR THE CONVEYANCE OF CERTAIN REAL 
PROPERTY OF THE UNITED STATES TO THE PORT OF 
PORT TOWNSEND, WASH. 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 
[To accompany 8. 3388] 


The Committee on Government Operations, to whom was referred 
the bill (S. 3388) to provide for the conveyance of certain real prop- 
erty of the United States to the port of Port Townsend, Wash., com- 
panion bill to H. R. 8501, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 


pass, 
The committee adopts the report of the Senate, as set forth in 
Senate Report No. 2170, which is attached and made a part hereof. 





[S. Rept. No. 2170, 84th Cong., 2d sess.] 
PURPOSE 


The purpose of this bill is to authorize and direct the Administrator 
of General Services to convey to the port of Port Townsend all right, 
title, and interest of the United States in 30.62 acres of land of which 
28.44 acres was originally donated by the town of Port Townsend to 
the United States. This propert been declared excess to the 
needs of the Department of Defense and referred to the General 
Services Administration for disposal as surplus property. The bill, 
as amended, further provides that, if the port of Port Townsend 
agrees to pay the fair market value of the property, such payment 
must be tendered to the Administrator on or before the 120th day 
after receiving notice of the fair market value, to be determined by 
the Administrator. The United States reserves all minerals including 
oil and gas; and the imposition of such additional terms as the 
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Administrator determines to be necessary to protect the interests of 
the United States. 


NEED FOR THE LEGISLATION 


The citizens of Port Townsend, Wash., deeded to the United States 
property located in Jefferson County, commonly known as Hudson 
Point Military Reservation and used by the Department of the Army 
for amphibious training purposes. This property, which also includes 
a dredged boat basin, a small pier and other structures, formerly 
used as a quarantine station and Navy Minesweepers School, was 
recently declared excess to the needs of the Department of Defense 
and referred to the General Services Administration for disposal as 
surplus property. 

The port of Port Townsend offered to purchase the property from 
the United States Government at the fair market value established 
by an appraisal made at the request of the Administrator of General 
Services. However, this proposed negotiated sale was not executed 
due to allegations that the appraised price was too low. <A second 
appraisal was made at the direction of the Administrater which 
resulted in a higher evaluation. The Port Authority of Port Townsend 
refused to negotiate for the purchase of the property, alleging that the 
second appraisal was inflated. In the meantime, the authority of 
the General Services Administration to negotiate the sale of surplus 
property had expired, and S. 3388 was introduced to give the port of 
Port Townsend an opportunity to purchase the property at fair 
market value before the General Services Administration advertised 
the property for public sale. The port authority believes that, if the 
property is sold at public auction by GSA, it is possible that the site 
may be purchased and used for commercial enterprises that would 
not fit into the overall planning and development of the community 
of Port Townsend, 

Since the property covered by this bill, originally donated for patri- 
otic reasons by the citizens of Port Townsend, Wash., to the Federal 
Government, has now been abandoned by the United States and the 
property declared surplus to the needs of the Government, it is the 
view of the committee that the approval of S. 3388 is a matter of 
equity, and in the public interest. 


AGENCY COMMENTS 


The following reports were received from the agencies having an 
interest in the proposed legislation, with reference to the bill as 
originally introduced: 


Executive Orrick OF THE PRESIDENT, 
Burpavu oF THE BupGer, 
Washington, D. C., April 5, 1956. 
Hon. Joun L. McCrientan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

My Dear Mr. Crarrman: This will acknowledge your request of 
Mareh 12, 1956, for the views of the Bureau of the Budget on S. 3388, 
to provide for the conveyance of certain real property of the United 
States to the port of Port Townsend, Wash. 
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This bill authorizes the Administrator of General Services to sell 
to the port of Port Townsend, Wash., some 30 acres of surplus Federal 
property which was formerly the Hudson Point Military Reservation 
and was used by the Department of the Army until 1953 for amphib- 
ious training. The conveyance would be made at fair market value, 
which is defined to be the average of two appraisals of the property 
made in 1954 and 1955. The Bureau of the Budget believes that this 
method of determining fair market value is inappropriate and recom- 
mends that the Administrator of General Services be authorized to 
determine the present fair market value. 

Subject to the foregoing change, the Bureau of the Budget would 
have no objection to enactment of S. 3388. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 





GENERAL Services ADMINISTRATION. 
Washington, D. C., April 11, 1956. 
Re S. 3388. 
Hon. Joun L. McCueran, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 


Dear Mr. Cuatrman: Further reference is made to your letter 
of March 12 requesting the views of this agency regarding S. 3388 for 
we ais aap of certain real property to the port of Port Townsend, 

ash. 

The bill would authorize and direct the Administrator of General 
Services to convey to the port of Port Townsend 32.62 acres, more or 
less, in Jefferson County which comprises a part of real property 
known as Hudson Point, formerly used by the Department of the 
Army for amphibious training. 

The bill would further provide that the Administrator shall deter- 
mine the fair market value of the real property which is stated to 
mean “an amount equal to the average of the two appraisals of such 
land which were made July 1954 and October 1955” and that if the 
port of Port Townsend fails to tender to the Administrator an amount 
equal to such fair market value on or before the 120th day after the 
date of such fair market value is made known to the port of Port 
Townsend, this act shall cease to be in effect after such 120th day. 

The Corps of Engineers in reporting the property excess estimated 
its cost to the Government, including buildings, structures, utilities, 
and miscellaneous facilities at $727,354. The property fronts on 
Admiralty Inlet and Port Townsend Bay, and includes a small-boat 
basin to accommodate vessels of light draft. The basin is improved by 
protecting jetties and several small docks. Additional improvements 
on the land are 23 main buildings and 9 related structures. Con- 
struction is frame permanent type, except for four barracks of tem- 
porary type. 

Although this property could be disposed of under the provisions 
of the Federal Property and Administrative Services Act of 1949, 
the port, in order to acquire the property for unrestricted use in 
any such disposal, would have to be the successful bidder at a publicly 
advertised competitive sale. 
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It should be noted that S. 2668 and H. R. 7231, presently pending 
before the Congress, would, if enacted, authorize this agency to 
negotiate disposals of surplus property at fair market value to States, 
Territories, possessions, spe: subdivisions thereof, or tax-supported 
agencies therein, thus eliminating the need for special legislation of 
the type contemplated by S. 3388. 

The provisions of S. 3388 are identical with those of H. R. 8501, 
except that the latter provides without qualification for determination 
of the fair market value by the Administrator; whereas the former 
requires that the Administrator shall make such determination by 
computation of the average of two existing appraisals dated July 
1954, and October 1955. 

This agency would object to a determination of fair market value 
in the manner proposed in S. 3388 because determination of fair value 
by avereeng the amounts set by several appraisals is not considered 
an acceptable appraisal practice and, in any event, the appraisals 
referred to, being outdated as they are, do not constitute the best 
aviilable evidence of the present fair market value. 

If the bill were amended to provide for determination of fair market 
value by the Administrator, as specified in H. R. 8501, this agency 
would not object to its enactment. 

Attention is invited to a discrepancy of language in section 2 of the 
bill in its present form which would result in ambiguity if the bill 
were enacted as written. Section 2 (a) of the bill requires the Ad- 
ministrator to determine “the fair market value of the real property” 
(line 6, p. 2), which would include buildings, structures and improve- 
ments, while section 2 (b) defines fair market value to be the average 
of two appraisals of “such land” (lines 14 and 15, p. 2), which might 


be construed as being exclusive of buildings, go pete and improve- 


ments. The two appraisals referred to in the bill actuallv covered the 
entire real property; that is, land, buildings, structures, and improve- 
ments. 

Accordingly, if the bill receives favorable consideration, it is recom- 
mended that the word “land” in line 15 on page 2 be deleted and the 
words “real property” substituted. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee, 

Sincerely yours, 
FRANKLIN G. FLOETE, 
Administrator. 


The amendments suggested by the Bureau of the Budget and the 
Administrator of General Services were incorporated in the bill as 
reported by the committee. 


Aprit 4, 1956. 
Hon. Jonn L. McCietran, 
Chairman, Committee on Government Operations, 
United States Senate. 


Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to S. 3388, 84th Congress, a bill to provide for the con- 
veyance of certain real property of the United States to the port of 
Port Townsend, Wash. The Secretary of Defense has delegated to 
the Department of the Army the responsibility for expressing the 
views of | the Department of Defense thereon. 
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The purpose of the bill is to authorize and direct the Administrator 
of General Services to convey to the port of Port Townsend, Wash., 
all of the right, title, and interest of the United States in and to 
certain real property consisting of 30.62 acres, more or less, located in 
Jefferson County, Wash., comprising a part of the real property 
commonly known as Hudson Point, formerly used by the Department 
of the Army for amphibious training purposes. The bill provides for 
the payment of an amount equal to the fair market value of the 
property as determined by the Administrator in accordance with the 
provisions of the bill; for the reservation of all minerals, including oil 
and gas; and the imposition of such additional terms, conditions, 
reservations, and restrictions as the Administrator determines to be 
necessary to protect the interests of the United States. 

The Department of the Army on behalf of the Department of 
Defense interposes no objection to this bill. 

The Department of the Army established the Hudson Point Military 
Reservation in 1947 on the 30.62 acres of Government-owned land 
identified in section 1 of H. R. 8501 to provide facilities for amphibious 
training purposes. The main portion of the installation embracing 
29.14 acres was acquired and developed by the United States Public 
Health Service as a quarantine station which had been discontinued 
at the time the use of the facility was made available to the Depart- 
ment of the Army by the Federal Works Agency in 1947. The 
remainder of the installation, consisting of 1.48 acres, was transferred 
to the Department of the Army by the Department of the Navy in 
1947. In 1953 it was determined that this installation was no longer 
required by the Department of Defense and, in March 1954, the prop- 
erty was reported to the General Services Administration for other 
Federal use or disposition as surplus propese- Disposition of the 
property in the manner provided in S. 3388 would not adversely 
affect the Department of Defense. 

The enactment of this measure will not involve the expenditure 
of any Department of Defense funds. 

A similar report on H. R. 8501, 84th Congress, a similar bill has been 
coordinated within the Department of Defense in accordance with 
procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advised with respect to a similar report 
on a similar bill, H. R. 8501, 84th Congress, that there was no objection 
to the submission of that report to the Congress. 

Sincerely yours, 
Wixser M. Brucker, 
Secretary of the Army. 
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MAKING RETIREMENT BENEFITS AVAILABLE TO CER- 
TAIN PERSONS WHO RENDERED ACTIVE FEDERAL 
SERVICE DURING THE KOREAN CONFLICT 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 138] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 138) to make the retirement benefits of the Army and Air Force 
Vitalization and Retirement Equalization Act of 1948 available to 
certain persons who rendered active Federal service during the Korean 
conflict having considered the same report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 2, line 1, strike the word “three” and insert in lieu thereof 
the word “two”. 

On page 2, line 3, after the word “or”, strike the remainder of the 
bill and substitute in lieu thereof the following: 


perform active duty, as defined in subsection 101 (b) of 
the Armed Forces Reserve Act of 1952 (66 Stat. 481), during 
any portion of the period beginning June 27, 1950, and ending 
July 27, 1953. 

PURPOSE OF THE BILL 


The purpose of H. R. 138 is to make eligible for retirement benefits 
of title II] of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 (Public Law 810, 80th Cong., 62 Stat. 1081) 
those otherwise qualified individuals who were members of a Reserve 
component on or before August 15, 1945, but did not perform active 
Federal service during any portion of either of 2 periods beginning 
April 6, 1917, and ending November 11, 1918 (World War I period), 
and beginning September 9, 1940, and ending December 31, 1946 
(World War LI period), but did perform active Federal service during 
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any portion of the pate’ beginning June 27, 1950, and ending on 
such date as shall be determined by Presidential proclamation or 
concurrent resolution of the Congress (Korean conflict). 


EXPLANATION OF THE BILL 


Existing law, as expressed in the third proviso of subsection 302 (a) 
of Public Law 810, 80th Congress, provides that no individual who 
was a member of a Reserve component prior to August 15, 1945, shall 
be eligible for retirement benefits under title I1] of that law unless he 
performed active duty during World War I or World War Il. There 
are a small number of individuals who were members of the Reserve 
prior to August 1945 but did not serve in World War I or World War 
II. Usually these individuals held positions which were vital to the 
national security, safety, and welfare, and were considered to be 
more valuable in their civilian pursuits than if called to active duty. 
However, after the close of World War II they continued their mem- 
bership in the Reserve, and following the outbreak of Korea either 
volunteered or were called to active duty and served honorably during 
the Korean conflict. Therefore, enactment of the bill would extend 
the benefits of the Reserve Retirement Act to members of the Reserve 
prior to August 14, 1945, who had served in the Korean conflict, on 
rare — basis as members of the Reserve who served in World War I 
and II, 


COMMITTEE AMENDMENTS 


The committee amended the bill by fixing a specific date which 
could be used for the purposes of the act for the termination of the 
Korean hostilities. Therefore, in lieu of the phrase “fon such date 
as shall be determined by Presidential proclamation or concurrent 
resolution of the Congress” the specific date, coinciding with the 
cessation of hostilities in Korea was written in the bill. That date 
was July 27, 1953. The committee amendment also fixes the duty 
to have been performed as defined in subsection 101 (b) of the Armed 
Forces Reserve Act of 1952. This was done to insure that only those 
persons would be eligible who were on extended active duty during 
the Korean conflict, and persons who were on active duty for training 
would not be included within the provisions of the bill. 


COST AND BUDGET DATA 


It is difficult to estimate cost for this bill because without a thorough 
search of the records of all reservists who were called to active duty 
during Korea it is not known how many would fall into this category. 
However, it is estimated that there are less than 200 persons who 
would be covered by the bill, and there would not be any immediate 
fiscal effects. In the future, and depending on how many of these 
reservists qualify for retirement, the maximum cost of the bill would 
be $200,000 annually. 


DEPARTMENT RECOMMENDATIONS 


The Department of Defense favors enactment of the bill, and the 
Bureau of the Budget interposes no objection. The Department 
letter follows: 








Rs oRms oO eto oO 


wooo. Se 





MAKE RETIREMENT BENEFITS AVAILABLE TO CERTAIN PERSONS 3 


DEPARTMERT OF THE ARMYy, 
Washington, D. C., March 23, 1958. 
Hon. Cart VINson, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 


Dear Mr. CuatrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 138, 84th Congress, a bill to make the retirement 
benefits of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 available to certain persons who rendered 
active Federal service during the Korean conflict. The Secretary 
of Defense has delegated to the Department of the Army the respon- 
sibility for expressing the views of the Department of Defense thereon. 

The Department of the Army, on behalf of the Department of 
Defense, favors the above-mentioned bill but recommends certain 
changes in order to avoid inequities which could result from the bill as 
it is now written. 

The purpose of the bill is to make eligible for retirement benefits 
under title III of the Army and Air Force Vitalizations and Retire- 
ment Equalization Act of 1948 (Public Law 810, 80th Cong., 62 Stat. 
1081) those otherwise qualified individuals who were members of a 
Reserve component on or before August 15, 1945, but did not perform 
active Federal service during any portion of either of the two periods 
beginning April 6, 1917, and ending November 11, 1918 (World War I 
period), and beginning September 9, 1940, and ending December 31, 
1946 (World War II period), but did perform active Federal service 
during any portion of the period beginning June 27, 1950, and ending 
on such date as shall be determined by Presidential proclamation or 
concurrent resolution of the Congress (Korean conflict period). 

Existing law, as expressed in the third proviso of subsection 302 (a) 
of Public Law 810, 80th Congress, states that no individual who was a 
member of a Reserve component prior to August 15, 1945, shall be 
eligible for retirement benefits under title III of the law unless he 

erformed active Federal service during any portion of either of the 

Vorld War I or World War II periods. The department of the Army 
would favor the extension of title III retirement benefits to individuals 
who performed active Federal service for an extended period of time 
with the active forces during the period of the Korean conflict even 
though they were members of a Reserve component prior to August 
15, 1945, but did not perform active Federal service during either 
of the World War I or II periods. Entitling such individuals to these 
benefits is believed to be only fair and equitable since they would have 
been subject to the same hardships and dangers that confronted 
personnel who served during World Wars I and II. However, sub- 
section 306 (d) of Public Law 810 defines the ‘“‘active Federal service” 
as including all periods of annual training (normally 15 days per year) 
and periods of voluntary extended active duty with the active forces. 
This definition and the present wording of H. R. 138 could make 
eligible for retirement benefits under title III of Public Law 810 an 
otherwise unqualified individual on the basis of only 15 days of annual 
duty for training or attendance at a service school on an active-duty- 
for-training status. It is the opinion of the Department of the Army 
that those reservists who were members of a Reserve component on or 
before August 15, 1945, should not be entitled to title I1] retirement 
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benefits unless they performed active Federal service during any 
portion of World War I or World War II, or unless they served on 
extended active duty with the Armed Forces during any portion 
of the Korean conflict, 

The Department of the Army also believes that a specific date 
should be used for the purposes of this bill to terminate the period 
of the Korean conflict in lieu of the phrase “on such date as shall be 
determined by Presidential proclamation or concurrent resolution of 
the Congress.” The use of a specific date coinciding with the cessa- 
tion of hostilities in Korea would serve the purpose of qualifying an 
individual for title III retirement benefits since involuntary recall of 
ag ceased nearly 2 years prior to the effective date of the cease 

re. 

The following changes to H. R. 138 would make eligible for retire- 
ment benefits only those persons the bill intends should be covered 
and also, for the purposes of this bill, provides a specific date for the 
termination of the period of the Korean conflict: 

1. On line 1, page 2, change the word “three” to “two”. 

2. On line 3, page 2, delete all the remainder of the bill after the 
word “or” and substitute the following: “‘performed active duty, as 
defined in subsection 101 (b) of the Armed Forces Reserve Act of 1952 
(66 Stat. 481), during any portion of the period beginning June 27, 
1950, and ending July 27, 1953.” 

The Department of the Army recommends enactment of H. R. 138, 
84th Congress, subject to the changes outlined above. 

The fiscal effects of the enactment of subject bill are unknown since 
it is not feasible to review the records of the thousands of reservists 
who were called to active duty during the period of the Korean 
pont but it is believed that the funds involved would be relatively 
small. 

This report has been coordinated within the Department of Defense 
in accordance with procedure prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to the Congress. 

Sincerely yours, 
Roserr T. Srevens, 
Secretary of the Army. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XITI of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 


text of the provisions of existing 
repealed by this legislation. 


EXISTING LAW 
Pustic Law 810, 80rn ConGREsS 


Sec. 302. (a) * * * Provided 
further, That no person who was a 
member of a reserve component on 
or before August 15, 1945, shall be 
eligible for retirement benefits 
under this title unless he _per- 
formed active Federal service dur- 
ing any portion of either of the 
two periods beginning April 6, 
1917, and ending November 11, 
1918, and beginning September 9, 
1940, and ending December 31, 
1946. 


law which would be amended or 


THE BILL 


That the third proviso of subsec- 
tion (a) of section 302 of the Army 
and Air Force Vitalization and 
Retirement Equalization Act of 
1948 is hereby amended to read as 
follows: “Provided further, That 
no person who was a member of a 
Reserve component on or before 
August 15, 1945, shall be eligible 
for retirement benefits under this 
title unless he performed active 
Federal service during any portion 
of either of the three periods be- 
ginning April 6, 1917, and ending 
November 11, 1918, or beginning 
September 9, 1940, and ending 
December 31, 1946, or beginning 
June 27, 1950, and ending on such 
date as shall be determined by 
Presidential proclamation or con- 
current resolution of the Con- 
gress’’. 


e) 
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AUTHORIZING THE LOAN OF NAVAL VESSELS TO FOREIGN 
GOVERNMENTS 





June 28, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rivers, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 11613) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11613) to authorize the loan of naval vessels to the Govern- 
ments of the Federal Republic of Germany, Greece, Portugal, Spain, 
and friendly far eastern nations, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the President to lend 2 
destroyers and 2 destroyer escorts to the Government of the Federal 
Republic of Germany, 2 submarines to the Government of Greece, 
2 destroyer escorts to the Government of Portugal, and 2 destroyers 
to the Government of Spain for a period of 5 years, and at his discre- 
tion for an additional period of not to exceed 5 years. The bill further 
would extend the authority of the current law whereby the President 
until December 31, 1956, is authorized to lend not to exceed 25 naval 
vessels not larger than destroyers to friendly far eastern nations, by 
providing a 2-year extension until December 31, 1958, and by in- 
creasing the number of such vessels to 50. 


BACKGROUND OF THE BILL 


The proposal is designed to assist this country in carrying out its 
responsibilities in the North Atlantic Treaty area and in the Far East. 
It would implement certain recommendations of the Joint Chiefs of 
Staff concerning Allied forces to be supported under the mutual de- 
fense assistance program. ‘The ships which would be authorized for 
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loan by the bill would be used by the recipient countries to discharge 
naval responsibilities assumed by them in the NATO area and the 
Far East. They will assist these countries in maintaining their own 
internal security, protecting their coasts and coastal lines of com- 
munications and in protecting essential sea lines of communications. 


NATO AREA 


Section 1 of the bill will permit the loan of vessels to the Federal 
Republic of Germany, Greece, Portugal, and Spain. This proposal is 
designed to assist the United States in carrying out its responsibilities 
in the North Atlantic Treaty area. It is in accordance with recom- 
mendations by the Joint Chiefs of Staff concerning Allied forces to be 
supported under the mutual defense assistance program, and would 
authorize the loan of a total of 4 destroyers, 4 destroyer escorts, and 
2 submarines to friendly foreign nations in that area. These ships, as 
indicated above, would be used by the recipient countries to discharge 
naval responsibilities assumed by them in the defense of the NATO 
area. They will assist these countries to maintain their own internal 
security, protect their coasts and coastal lines of communications, and 
contribute to the protection of the NATO sea lines of communica- 
tion. ‘There is a continuing requirement in that area to achieve a 
strong antisubmarine capability; consequently, anything these coun- 
tries can do to offset a prospective submarine menace will contribute 
directly to a total war effort. Such a contribution will in turn free 
corresponding United States naval forces from such antisubmarine 
warfare tasks. In normal peacetime operations, these ships will pro- 
vide the means whereby the recipient countries can conduct valuable 
and much needed training. 


ABILITY OF COUNTRIES TO USE VESSELS 


The ability of the countries concerned to absorb and operate these 
ships has been checked by the respective country teams (Ambassador, 
Military Assistance Advisory Group, and U. S. Operations Mission). 
In some cases, these ships will replace worn-out and obsolete ships 
which have been kept in operation for lack of better ships to perform 
necessary tasks. In the remainder, they will afford a much-needed 
increase in strength. The committee is confident they will be effec- 
tively employed. 

Suirs To Far Easr 


Section 2 of the bill would extend existing law enacted by the 83d 
Congress which authorizes the President to lend or otherwise make 
available United States ships to friendly far eastern nations. In 
1953, as a result of continued and, in some cases, increased Communist 
activity in the Far East, it became apparent that implementation of 
our national policy in that area would require military assistance to 
our friends there who were combating Communist forces. Emer- 
gency requirements including replacement of ships lost in combat 
and a modest buildup of naval forces in being had to be satisfied. 
Meeting these requirements was possible and accomplished up to a 
degree, within the authority contained in mutual security int 
Under this authority, a considerable number of small craft and minor 
naval vessels, as well as naval equipment, were transferred and still 
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are being transferred to countries in that area. However, the au- 
thority to transfer United States ships under mutual security legisla- 
tion is restricted to ships smaller than destroyer and submarine types 
by Public Law 3, 82d Congres, and provides that these larger ships, 
cannot be transferred unless authorized by Congress. Therefore, 
even though our country felt that it could spare some of these ships 
for this emergency without serious detriment to United States reserve 
stocks, it was necessary that the authority to transfer the ships be 
granted by Congress. Accordingly, Public Law 188, 83d Congress, 
was enacted on August 5, 1953. This law authorizes the transfer of 
not more than 25 ships not larger than destroyer type to friendly far 
eastern nations under terms and conditions determined by the 
President. This authority expires on December 31, 1956. To date, 
18 United States ships have aon transferred under this authority: 
5 destrovers, 4 destroyer escorts, 1 submarine, and 8 tank landing 
ships (LST). These ships were transferred on a loan basis since they 
were not actually excess to our mobilization needs and it was con- 
sidered prudent that the United States be able to repossess them in 
case of el. erzency. 
CHINA, KORBA, JAPAN 


Many of the ships transferred under this authority went to the 
Government of the Republic of China to assist that nation in its 
gallant stand against Communist forces. Other ships were absorbed 
in the young Korean Navy as part of the United States agreement to 
continue support to this nation in its determined effort to resist 
communism and Communist threats of invasion. Japan's reestablished 
navy also received some of these ships; in each of these cases friendly 
naval forces were made capable of performing some of the tasks which 
previously had been the responsibility of United States Navy forces, 
thereby freeing these United States forces for other duties. 


ContTInNGeNcy Aspect oF SEcTION 2 


The proposed legislation would increase the number of ships 
authorized for transfer from 25 to 50 and would extend the expiration 
date of the authority from December 31, 1956, to December 31, 1958. 
This legislation is designed primarily for contingency purposes. 
While there still is authority to transfer seven ships, this number 
would be inadequate in the event that more substantial assistance in 
the far eastern area becomes an emergency requirement in support of 
our national policy. Second only to the above contingency is a prior- 
ity requirement eventually to replace obsolete and obsolescent ships 
which are principally of foreign construction as United States reserve 
fleet ships and mutual defense assistance funds are made available. 


AGREEMENTS Witah ForeIGN GOVERNMENTS 


It is proposed that, upon enactment of this bill into law, a formal 
agreement on the terms of each loan will be concluded by the State 
Department with the recipient foreign government. It will be for a 
term of 5 years with a renewable clause and will stipulate that the 
ships will be used in accordance with the conditions of the Mutual 
Defense Assistance Agreement. The recipient government will have 
use of all equipment and spare parts on board the ships at the time oi 
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delivery, but title remains in the United States even though the ships 
may be placed under the recipient government’s flag. Possession of 
the ships will not be relinquished without consent of the United States, 
and no claims arising as a result of transfer and o »eration of the ships 
can be assessed against the United States. The United States may re- 
possess these ships at any time if necessitated by its own emergency 
defense requirements; and finally, at the expiration of the loan the 
ships will be returned in the same condition as when loaned except for 
fair wear and tear, but if a ship is damaged or lost —— enemy 
HT the recipient country is exempt from liability for such damage 
or loss. 
Requests For SHrPs 


Many requests for United States ships have been received since 
World War II from these and other countries and each has been 
carefully considered in the light of individual country needs as com- 
pared with the United States mobilization requirements, worldwide 
demands on United States resources, and the availability of mutual 
defense assistance funds. The ships now proposed for loan will 

artially satisfy some of the most urgent requests which have been 

ept under consideration. Although the ships proposed for loan are 
included in our mobilization plans, they would not be lost to the 
United States nor to the common defense but would be in the hands 
of reliable allies, manned and ready to assist in the defense of the 
free world in time of emergency. 


Prior TRANSFERS OF SHIPS 


As a matter of interest, since the end of World War II the United 
States has transferred more than 1,000 ships to friendly foreign nations. 
These ships range from aircraft carriers to minecraft and amphibious 
types. Approximately 350 of these ships were sold, 650 were given 
away either under the mutual defense assistance program or other 
authority, and 160 have been transferred on a loan basis. 


TRANSFERS GENERALLY 


The transfer of United States naval vessels to foreign navies is 
rimarily founded on article 1, section 8, of the Constitution, providing 
or the spending of Treasury funds for the ‘‘common defense and 

general welfare of the United States.” 


TRANSFERS BY SpEciFIC Law 


As a practical matter, any substantial ship transfer out of the 
United States Navy and to the navy of a foreign country requires 
specific legislation by the Congress. Illustrative of this method are 
the transfer of destroyer escorts to France, Denmark, Peru, Uruguay, 
Brzil, and the United Kingdom (Public Law 146, 82d Cong., Sep- 
tember 15, 1951), of submarines to Italy and a small aircraft carrier 
to France (Public Law 188, 83d Cong., August 5, 1953), of 18 patrol 
Po ory and 50 landing crafts to Japan (Public "aw 467, 82d Cong., 
July 8, 1952), of submarines to Turkey (Public aw 214, 83d Cong., 
August 7, 1953), of various vessels to China (Public Law 512, 79th 
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Cong., July 16, 1946), and of tight cruisers to Brazil, Chile, and 
Argentina (under sec. 408 (e) of Mutual Security Act of 1951, Public 
Law 621, 8ist Cong.). so, ships have been transferred to allies 
under the Lend-Lease Act when it was operative. 


Sources ror TRANSFER 


The transfer of ships may be based on two fundamental sources: 
(1) from ships stricken from the Navy Register and (2) from ships 
still carried on the register. For a ship to be stricken from the 
register, the Secretary of the Navy must conclude that it is either unfit 
for service or cannot be finished, if in a construction status, without 
great and disproportionate expense. Once stricken, the ship is no 
longer subject to the requirement of Public Law 3, 83d Congress, 
March 10, 1951, to the effect that a battleship, carrier, cruiser, 
destroyer, or submarine cannot be “sold, transferred, or otherwise 
disposed of,’’ unless outhorized by the Congress. 


TRANSFERS OF SMALL SHIPS 


As to ships not stricken from the register, it would be possible to 
declare as excess that number of ships determined by the Secretary 
of Defense to be above the level of the mobilization reserve. In this 
case it is necessary that the Chief of Naval Operations certify that 
the subject of the transfer is not essential to the defense of the United 
States. For ships smaller than submarines or destroyers, the con- 
gressional limitations would be satisfied. 


PERTINENT Laws 


There are several laws which apply in the case of transferring, or 
otherwise disposing of, United States ships. Those particularly appli- 
cable are the following: 


ACT OF JUNE 28, 1940 (54 STAT. 681) 


Notwithstanding the provision of any other law, no naval 
weapon, ship, boat, aircraft, munitions, supplies or equip- 
ment to which the United States has title * * * shall here- 
after be transferred, exchanged, sold or otherwise disposed 
of * * * unless the Chief of Naval Operations shall first 
certify that such materiel is not essential to the defense of 
the United States. 


MUTUAL SECURITY ACT OF 1954, SECTION 102, GENERAL 
AUTHORITY 


Military assistance may be furnished under this chapter 
on a grant or loan basis, and upon such other appropriate 
terms as may be agreed upon, by the procurement from any 
source and the transfer to eligible nations and international 
organizations of equipment, materials and services * * * 
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PUBLIC LAW 8, 82D CONGRESS, DATED MARCH 10, 1951, SECTION 4 


Notwithstanding the provisions of the Mutual Defense 
Assistance Act of 1949, as amended, or the provisions of any 
other law, no battleship, carrier, cruiser, destroyer or sub- 
marine of the United States, which has not been stricken 
from the Navy Register * * * shall hereafter be sold, 
transferred, or otherwise disposed of, unless authorized 
hereafter by the Congress. 


FORM OF TYPICAL AGREEMENT WITH FOREIGN GOVERNMENT 


1. The Government, of the United States agrees to lend to 
(Foreign Government), for the periods set out below, the 
two vessels identified in the annex to this note. 

2. The (Foreign Government) will retain possession of 
and use these vessels for (e. g.) antisubmarine warfare 
training and in accordance with the conditions contained 
in this note and the Mutual Defense Assistance Agreement 
between our two Governments signed on (Date). 

3. The period of the loan for each submarine shall be five 
years from the date of its delivery to (the Foreign Govern- 
ment). The Government of the United States may, however, 
request the return of the vessels at an earlier date if such 
action is necessitated by its own defense requirements. In 
this event (the Foreign Government) will promptly return 
the vessels to the United States. 

4. Each vessel, together with its available on-board spares 
and allowances, including consumable stores and fuel, will 
be delivered to (the Foreign Government) at such place and 
time as may be mutually agreed upon. Each delivery shall 
be evidenced by a delivery certificate. (The Foreign 
Government) shall have the use of all outfitting equipment, 
applicances, fuel, consumable stores and spares and replace- 
ment parts on board the submarines at the time of their 
delivery. 

5. (The Foreign Government) may place the vessels under 
its flag. ‘Title to the submarines shall remain in the Gov- 
ernment of the United States. 

6. (The Foreign Government) renounces all claims against 
the Government of the United States and will save the Gov- 
ernment of the United States harmless from any claims as- 
serted by third parties arising from the transfer, use or 
operation of the vessels. 

7. Upon the expiration of the period for which it was 
loaned, each vessel shall be returned to the United States at 
a place and time to be specified by the Government of the 
United States in substantially the same condition, fair wear 
and tear excepted, as when transferred. However (the 
Foreign Government) shall not be liable for damage to or 
loss of the vessels arising out of enemy action sustained while 
in use under the conditions set forth in numbered paragraph 
2 of this note. If any of the vessels are damaged or lost 
except under the circumstances described in the preceeding 
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sentence, (the Foreign Government) agrees to’ pay the Gov- 


ernment of the United States fair and reasonable com- 
pensation. 


INCREASE IN Free Wortp Navat StTrencTHa 


The addition of these vessels to the navies of our allies in the NATO 
and far eastern areas will serve to ae increase their effectiveness 
and add to the overall naval strength of the free world. These ob- 
jectives, in the opinion of the committee, fully justify the Department 
of Defense’s request for favorable action on this proposed legislation. 


Fiscau Data 


Enactment into law of this measure will involve the expenditure of 
the following sums for activating and providing spare parts and ammu- 


nition for the vessels listed: 
Federal Republie of Germany: 


2 destroyers, $5,000,000 each_..__...--....-..------------- $10, 009,.000 

2 destroyer escorts, $1,700,000 each..............-----.----.- , 400, 
Teas! Secieesu: BO. Ae SOC aU Le teil 13, 400, 000 
Greece: 2 submarines, $3,600,000 each. _......-...-.----------. 7, 200, 000 
Portugal: 2 destroyer escorts, $1,600,000 each.._.......-..-.--.- 3, 200, 000 
Spain: 2 destroyers, $1,600,000 each............-..-....--.--+- F , 000 
Con Waid ia Se Sk eae. ee es dednnwe 27, 000, 000 


The sums required to implement this program will be charged to 
funds programed for the recipient governments under the Mutual 
Security Act of 1954, as amended, or will be provided by the recipient 
governments under reimbursable provisions of that act. It is pointed 
out that the above figure of $27 million exceeds the estimate set out 
in the departmental letters by $4,600,000. This variance arises from 
a reestimate of the rehabilitation costs of certain of the ships involved. 


DEPARTMENTAL Data 


H. R. 11613 is part of the legislative a pon of the Department of 
Defense for the 84th Congress, as indicated by the letters dated May 
23, 1956, and April 18, 1956, from the Under Secretary of the Navy 
and the Secretary of the Navy, respectively, set out below and made 


_ apart of this report. Mr. Gates’ letter also indicates that the enact- 
_ ment of that portion of this bill which pertains to Germany, Greece, 


Portugal, and Spain would be in accord with the program of the 
President. 





Aprit 18, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: There is enclosed a draft of proposed 
Tr to amend section 4 of the act of August 5, 1953 (67 Stat. 
363). 

This proposal is a part of the Department of Defense legislative 
program for 1956 and the Bureau of the Budget has advised that there 
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is no objection to the presentation of this pees for the considera- 
tion of the Congress. The Department of the Navy has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to modify the authority 
of the act of August 5, 1953 (67 Stat. 363), to make naval vessels 
available to friendly far eastern nations by increasing the number 
from 25 to 50, and to extend the time limit on this authorization 
from December 31, 1956, to December 31, 1958. 

Statements of national policy have’ been enunciated to the effect 
that certain far eastern nations would be supported by the United 
States in the event of acts of aggression by the Chinese Communists. 
It is the opinion of this Department that the legislation herein sought 
is an integral part of such a policy. The support of these nations 
will be rendered more effective if the United States, through a careful 
use of this authority, can enhance the ability of these nations to make 
a response to these aggressive acts of an emergency basis. 

Further justification of this proposal is of a classified nature and 
if requested the Department of the Navy is prepared to make a pres- 
entation of these additional reasons in executive session. 

Sincerely yours, 
Cartes S. THoMas, 
Secretary of the Navy. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 23, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Speaxer: There are forwarded herewith a group of 
three legislative proposals which would authorize the President, under 
certain conditions, to loan naval vessels to certain foreign countries, 
together with explanations of each proposal. The first item would 
authorize the loan of 2 submarines to the Government of Greece and 
2 destroyers and 2 destroyer escorts to the Federal Republic of 
Germany; the second would authorize the loan of 2 destroyer escort 
vessels to the Government of Portugal; and the third would authorize 
the loan of 2 destroyers to the Government of Spain. 

These proposals are a part of the Department of Defense legislative 
program for 1956, and the Bureau of the Budget has advised that, as 
an implementation of the military assistance program of the United 
States, the enactment of these proposals as a group would be in accord 
with the program of the President. The Department of the Navy 
has been designated as the representative of the Department of 
Defense for this legislation. It is recommended that this group of 
proposals be enacted by the Congress. 

Sincerely yours, 


Tuomas S. Garss, Jr. 
Under Secretary of the Navy. 





‘4- 
ov. 
1s 


he 


ls 
er 
on 


ct 
ad 
Ss. 
ht 





AUTHORIZE LOAN OF NAVAL VESSELS’ TO FOREIGN GOVERNMENTS 9 


EXPLANATION OF PROPOSAL TO AUTHORIZE THE LOAN OF CERTAIN 
NAVAL VESSELS TO THE GOVERNMENTS OF GREECE AND THE FEDERAL 
REPUBLIC OF GERMANY 


The proposed legislation would authorize the President to loan, for 
& period of 5 years, 2 submarines to the Government of Greece and 2 
destroyers and 2 destroyer escorts to the Government of the Federal 
Republic of Germany. 

hese vessels are required by Greece and the Federal Republic of 
Germany in order that they may participate more fully in the defense 
of the NATO area. It is presently planned that these vessels would 
primarily be used for antisubmarine warfare training. In the case of 
the loans to the Federal Republic of Germany, the vessels would have 
the additional and very important function of providing the means 
by which crews could be trained for those naval vessels which that 
country plans to build in the next few years. There will be an urgent 
need for trained seamen to man the ships'as they are built and it is 
considered in the best interests of the United States to furnish the ships 
for this training. 

The act of March 10, 1951 (65 Stat. 4), in section 4 provides that no 
battleship, carrier, cruiser, destroyer, or submarine of the United 
States which has not been stricken from the Navy Register as provided 
by section 27 of the act of August 5, 1882 (22 Stat. 296), as amended, 
or any interest of the United States in such vessel, shall hereafter be 
sold, transferred, or otherwise disposed of unless authorized by the 
Congress. Both the types of vessels with which the proposed legisla- 
tion treats and the nature of the transactions are within the provisions 
of the act of March 10, 1951. Special legislation is therefore required. 

It is estimated that the cost of activating and providing spare parts 
and ammunition for each submarine will be approximately $1,300,000, 
or a total of $2,600,000. for that portion of the legislation which per- 
tains to the Government of Greece. The cost of activating and pro- 
viding spare parts and ammunition for each destroyer is estimated at 
$5 million and for each destroyer escort at $1,700,000, or a total of 
$13,400,000 for that portion of the legislation which pertains to the 
Federal Republic of Germany. It is provided in the proposed legisla- 
tion that the funds required for these purposes shall be charged to 
funds programed for the recipient governments under the Mutual 
Security Act of 1954, as amended, or provided by the recipient govern- 
ments under reimbursable provisions of that act. 


EXPLANATION OF PROPOSAL TO AUTHORIZE THE LOAN OF 
TWO DESTROYERS TO THE GOVERNMENT OF SPAIN 


The proposed legislation would authorize the President to loan 2 
destroyers to the Government of Spain for a period of 5 years, and in 
his discretion to extend the period of the loan for an additional 
5 years. 

In order to place greater emphasis on a more rapid buildup of the 
Spanish naval forces in implementation of the mutual defense assist- 
ance program, it is considered that the loan of two destroyers from the 
— States reserve fleet would provide a nucleus for a Spanish naval 

orce. 
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Section 4 of the act of March 10, 1951 ic 4, 65 Stat. 4), requires 
the authorization of the Congress for the loan of these destroyers to 
the Government of Spain. 

It is estimated that the total cost of activating and providing spare 
parts and ammunition for the 2 destroyers will be approximately 
$3,200,000. The funds required for this pares will be charged to 
funds programed for the Government of Spain under the Mutual 


Security Act of 1954, as amended, or provided by thit Government 
under reimbursable provisions of that act. 


EXPLANATION OF PROPOSAL TO AUTHORIZE THE LOAN OF TWO 
DESTROYER-ESCORT VESSELS TO PORTUGAL 


This proposed legislation would authorize the President to lend two 
destroyer-escort vessels to the Government of Portugal, with an 
option to the President to renew the loan an additional 5 years. 

There is & continuing anticipated need for incrzased escort capability 
in the NATO area. ‘These vessels are required by Portugal to partici- 
pate more fully in defense of the NATO area. Inasmuch as further 
details concerning this matter are classified, Department of Defense 
witnesses will be prepared to present additional justification in support 
of this proposal in executive session of the committee concerned. 

It is estimated that the cost of activating and providing spare parts 
and ammunition for each destroyer escort will be approximately 
$1.6 million, or a total of $3.2 million. The funds required will be 
charged to funds programed for the Government of Portugal under 
the Mutual Security Act of 1954, as amended, or provided by that 
Government under reimbursable provisions of that act. 


CHANGES IN Existinc Law 


In compliance with paragraph 3 of Rule XIII of the Rules of the 
House of Representatives, there is printed below in parallel columns 
the text of the provisions of existing laws which would be amended by 
the various provisions of the bill. 
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EXISTING LAW 


The Act of August 5, 1953 (ch. 
321, 67 Stat. 363) 


Sec. 4. (a) Notwithstanding 
section 4 of the Act of March 10, 
1951, or any other provision of 
law, the President is authorized to 
lend or otherwise make available 
to any friendly foreign nation in 
the Far Eastern area, with or with- 
out reimbursement and on such 
terms and under such conditions 
as the President may deem appro- 

riate, — = vessels cer 
arger than the destroyer t an 
not to exceed twenty-five sie 
ber, and such assorted minor mis- 
cellaneous craft, naval services, 
training, technical advice, facili- 
ties and equipment, as he may 
deem proper. No vessels shall be 
made available under this section 
unless the Secretary of Defense, 
after consultation with the Joint 
Chiefs of Staff determines such 
transfer to be in the best interests 
of the United States. The Presi- 
dent may, from time to time, pro- 
mulgate such rules and regulations 
as he may deem necessary to carry 
out any of the provisions of this 
section. 

(c) The authority of the Presi- 
dent under this section shall ter- 
minate on December 31, 1956. 


THE BILL 


Sec. 2. * * * That the Act of 
August 5, 1953, chapter 321 (67 
Stat. 363), is amended— 

(1) by striking out the 
word “‘twenty-five” in section 
4 (a) and inserting the word 
“fifty” in lieu thereof; and 


(2) by striking out the 
words “December 31, 1956” 
in section 4 (c) and inserting 
the words “December 31, 
1958” in lieu thereof, 
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DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1957 





JUNE 28, 1956.—Ordered to be printed 





Mr. Manon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 10986} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the Sill (H. R. 10986) 
making appropriations for the Department of Defense for the fiscal 
year ending June 30, 1957, and for other purposes, having met, after 
full and free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 5, 7, 8, 13, 
16, 17, and 18. 

That the House recede from its disagreement to the emendments of 
the Senate numbered 1, 6, 9, and 11, and agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $55,000,000; 
and the Senate agree to the same. 


Amendment numbered 3: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the sum-proposed by said amendment insert $320,162,000; 
and the Senate agree to the same. 


Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 4, and agree to the same with an amendment 
as follows: 
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Tn lieu of the sum proposed by said amendment insert $357,000; and 
the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum préposed by said amendment insert $1 ,140,000,000; 
and the Senate agree to the same. 


Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,724,185 ,000; 
and the Senate agree to the same. 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $41,000,000; 
and the Senate agree to the same. 

The committee of conference report in disagreement amendment 
numbered 14, 

GrorceE Manon, 
Harry R. SHepparp, 
Ropert L. F. Srxzs, 
W. F. Norre.u, 
Jamie L, WHITTEN, 
GrorGcre ANDREWS, 
Joun J. Ritey, 
Cuartes B. Duaneg, 
Danteu J. Fioop, 
CLARENCE CANNON, 
R. B. WicGLesworts, 
Erretr P. Scrivner, 
GERALD R. Forp, Jr. 
Epwarp T. MiLuer, 
Haroup C. Osrertaa, 
Guenn R. Davis, 
JouHNnN TABER, 
Managers on the Part of the House. 
Dennis CHAVEz, 
Cart HayYDEN, 
Ricnarp B. Russe tt, 
Lister HI.u, 
Harry F. Byrp, 
LEvVERETT SALTONSTALL, 
Stytes Bripges, 
Miron R. Youna, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate to 
the bill (H. R. 10986) making appropriations for the Department of 
Defense for the fiscal year ending June 30, 1957, and for other purposes, 
submit the following statement in explanation of the effect of the action 
agreed upon and recommended in the accompanying conference report 
as to each of such amendments, namely: 


DEPARTMENT OF DEFENSE 
Titte III 


DEPARTMENT OF THE ARMY 


Amendment No. 1—Maintenance and operations: Appropriates 
$2,967 ,057,000, as proposed by the Senate instead of $2,954,581,000 
as proposed by the House. 

Amendment No. 2—Military Construction, Army Reserve Forces: 
Appropriates $55,000,000 instead of $40,000,000 as proposed by the 
House and $60,000,000 as proposed by the Senate. Of the $15,000,000 
increase over the House bill, $12,000,000 is for National Guard armory 
and $3,000,000 for National Guard nonarmory construction. The 
managers are agreed that construction of duplicate Reserve facilities 
must be avoided, except in areas where absolutely required as deter- 
mined by the Office of the Secretary of Defense. 

Amendment No. 3—Army National Guard: Appropriates 
$320,162,000 instead of $306,000,000 as proposed by the House and 
$321 ,492,000 as proposed by the Senate. The managers are agreed 
that of the increase of $14,162,000 over the amount contained in the 
bill as passed the House, $11,162,000 is to cover costs resulting from 
the anticipated increase in the strength of the guard, and $3,000,000 
for salaries of additional technicians and equalization of technicians 
pay grade structure. The managers are further agreed that this 
appropriation, in an amount not exceeding $330,000, may be used for 
the travel of National Guard teams to national rifle matches, provided 
that no regular activity is in any way reduced. 

Amendment No. 4—National Board for the Promotion of Rifle Prac- 
tice: Appropriates $357,000 instead of $297,000 as proposed by the 
House and $534,000 as proposed by the Senate. The increase of 
$60,000 over the amount provided by the House is for the purchase 
of .22-caliber ammunition. 

Amendment No. 5—Reduction in appropriation, “Army industrial 
fund’’: Restores language proposed by the House and stricken by the 
Senate reducing the amount available in the Army industrial fund 
by $110,000,000. 
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Tirts IV 
DEPARTMENT OF THE NAVY 


Amendment No. 6—Service-wide operations: Appropriates $102,- 
435,000 as proposed by the Senate instead of $102,472,000 as proposed 
by the House. The managers are agreed that if the three sets of flag 
officers’ quarters are authorized by the Congress and constructed at 
the Naval Observatory they shall be furnished and maintained with 
funds available under this appropriation at a cost of not to exceed 
$37,000. 

Amendment No. 7—Naval Petroleum Reserves: Appropriates 
$683,000 as proposed by the House instead of $1,183,000 as proposed 
by the Senate. The managers are agreed that this appropriation shall 
be available for the costs of maintenance and protective guard services 
of the Government’s oil-shale plant at Rifle, Colo., pending disposition 
of this facility by the responsible federal agencies. 

Amendment No. 8—Reductions in appropriations: Reduces the 
Navy industrial fund by $52,000,000 as proposed by the House instead 
of $12,000,000 as proposed by the Senate, 


Tirte V 
DEPARTMENT OF THE AIR FORCE 


Amendment No. 9—Aircraft and related procurement: Appropriates 
$6,848 ,500,000 as proposed by the Senate instead of $6,048 ,500,000 as 
proposed by the House. The committee of conference is agreed that 
the added funds should be utilized to expedite production of heavy 
bombers, tankers, and other essential Air Force weapons to the 
optimum limit of existing facilities. The managers on the part of 
the House place the Department on notice that the action taken in 
approving the additional funds above the budget for aircraft and 
related procurement should not be interpreted as an invitation toward 
waste and loose fiscal procedures and calls attention to a report on 
procurement policies released by the House Committee on Appro- 
priations earlier this year. 

Amendment No. 10—Procurement other than aircraft: Appropriates 
$1,140,000,000 instead of $1,100,000,000 as proposed by the House and 
$1,177,000,000 as proposed by the Senate. 

Amendment No. 11—Research and development: Appropriates 
$710,000,000 as proposed by the Senate instead of $610,000,000 as 
proposed by the House. 

Amendment No. 12—Operation and maintenance: Appropriates 
$3 ,724,185,000 instead of $3,684,185,000 as proposed by the House and 
$3,780,185,000 as proposed by the Senate. 

Amendment No. 13—Military personnel: Appropriates 
$3,718,440,000 as proposed by the House instead of $3,745,440,000 
as proposed by the Senate. 

endment No. 14—Military personnel: Reported in disagreement. 
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Titte VI 
GENERAL PROVISIONS 


Amendment No. 15: Limits the availability of funds for prepara- 
tion for sale or salvage of military materiel to $41,000,000 instead of 
$31,000,000 as proposed by the House and $53,500,000 as proposed 
by the Senate. 

Amendment No. 16: Deletes provision of the Senate for the transfer 
of $40,000,000 from the Navy industrial fund and $110,000,000 from 
the Army industrial fund to the Air Force industrial fund. 

Amendment No. 17: Deletes provision of the Senate making appro- 
priations for procurement of aircraft and missiles available for expenses 
of development. The committee of conference does not intend that 
the deletion of this provision alter the existing procedures in the 
application of these funds. 

Amendment No, 18: Changes section number. 


GEORGE Manon, 
Harry R. SHEPPARD, 
Roserr L. F. Sixgs, 
W. F. Norre tt, 
Jamie L. WHITTEN, 
GEORGE ANDREWS, 
Joun J. Rivey, 
Cuarues B. Deane, 
Dantet J. Fioop, 
CLARENCE CANNON, 
R. B. WicGLesworts, 
Errett P. Scrivner, 
GERALD R. Forp, Jr., 
Epwarp T. MILter, 
Haroup C. OstertAaaG, 
GLENN R. Davis, 
JoHn TABER, 
Managers on the Part of the House. 
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REINVESTMENT BY AIR CARRIERS OF NET GAINS 
FROM THE SALE OR OTHER DISPOSITION OF CER- 
TAIN PROPERTY 





June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Macx of Illinois, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 8902} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 8902) to amend subsection 406 (b) of the Civil 
Aeronautics Act of 1938, as amended, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That section 406 (b) of the Civil Aeronautics Act of 1938, as amended (49 U.S. C.., 
sec. 486), is amended by inserting ‘(1)’ after “‘(b)”’ and by adding at the end 
thereof the following: 
(2) In determining ‘all other revenue’ of an air carrier for the purposes of 
paragraph (1), the Board— 
“(A) shall not take into account any loss on the sale or other disposition 
of property, and 
“(B shall not take into account any gain on the sale or other disposition 
of property, if the net gain (after applicable taxes) is (within a reasonable 
time to be fixed and determined by the Board) reinvested in other property 
r opps or pas Se service = = Pie tom i : is 
or the purposes of this paragra e term ‘property’ means depreciable prop- 
erty used or useful in the piles A normal Goerbene. = 
Sec. 2. This Act shall be effective with respect to gains or losses realized on or 
after January 1, 1956, whether or not the Civil Aeronautics Board shall have 
entered a final order taking account thereof. 


Purpose oF LEGISLATION 


This bill, as amended by the committee, proposes to change sec- 
tion 406 (b) of the Civil Aeronautics Act so as to provide, in effect, 
that in determining the subsidy element of rates to be paid to air 
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carriers for the transportation of mail, the Civil Aeronautics Board 
shall not take into account net capital gains realized by the carriers 
from the sale or other disposition of depreciable property used or 
useful in the carrier’s normal operations, provided that the net gain 
(after applicable taxes) realized from the sale or other disposition is 
reinvested in other property, similar or related in service or use, within 
a reasonable time to be determined by the Board. It would also pro- 
vide that the Board, in making such determinations, shall not take 
into account any loss on a sale or other disposition of property of the 
character referred to, 


NeEeEeD or LEGISLATION 


Section 406 (b) of the Civil Aeronautics Act of 1938 provides, in 
effect, that in fixing the subsidy element of airmail rates, the Civil 
Aeronautics Board ts to consider— 


the need of each * * * air carrier for compensation for the 
transportation of mail sufficient to insure the performance of 
such service, and, together with all other revenue of the air 
carrier, to enable|such air carrier, under honest, economical, 
and efficient management, to maintain and continue the de- 
velopment of air transportation to the extent and of the 
character and quality required for, the commerce of the 
United States, the postal sérvice,; atid the national defense. 


The Board, in administering this provision, has construed the words 
“all other revenue” to include profits realized on the sale of flight 
equipment and other tangible capital assets, and, on the basis of that 
interpretation, has adopted the policy of deducting such profits, when 
realized during an open-rate period, from the amounts otherwise pay- 
able, under the above-quoted provision of the law, for that period. 
The Board’s interpretation, and its action in applying capital gains 
from the sale of tangible capital assets to the reduction of subsidy 
payments during an open-rate period has been confirmed by the 
Supreme Court (Western Air Lines v. C. A. B., 347 U.S. 67 (1954)). 
The Board has also commenced a proceeding which is now pending 
for the purpose of determining a method for deducting such profits, 
when realized during future closed-rate periods. 

As a result, any air carrier receiving a subsidy now faces the prospect 
of having any capital gain applied as an offset to the subsidy to which 
it is entitled, whether the gain is realized during an ‘open-rate or 
closed-rate period. Under this policy, subsidized carriers would, in 
effect, be forbidden to utilize capital gains to improve their public 
service through the acquisition of new and more efficient equipment, 
and would be forced to utilize these capital assets to pay their day-in 
and day-out operating expenses. Such a policy would deprive the 
carriers of an incentive to dispose of obsolete equipment and to ac- 
quire the newest and most efficient aireraft available. 

Since the policy declared in the Civil Aeronautics Act quite clearly 
calls for the operation by American-flag carriers of the finest equipment 
available, the committee does not believe that Congress, in enacting 
section 406 (b) of the Civil Aeronautics Act, intended that book 
profits from the sale of capital assets should be considered as “other 
revenue.” Consequently, in view of the policiés adopted by the Board, 
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as well as the support of those policies by the decision in the Western 

Air Lines case, the intent of the law must be clarified or the subsidized 

air carriers will be handicapped when they undertake to buy the new 

and modern equipment necessary to meet rapidly growing public de- 

— for air transportation. The nonsubsidized carriers are not so 
andicapped. 

Not only is new and more efficient equipment needed to effectuate 
the air transport policies stated in the Civil Aeronautics Act, it is an 
effective method of reducing, and eventually eliminating, the subsidy 
requirements of these carriers. As the record of the industry clearly 
demonstrates, modern equipment can be operated at lower costs and 
will attract additional traffic. Thus, the subsidized carriers will be 
able to continue and accelerate their progress toward a subsidy-free 
status. 

The Civil Aeronautics Act also contemplates that our fleet of civil 
transports shall at all times constitute an effective auxiliary to the 
national defense, and as is well known, this particular congressional 
policy has been carried out with great effectiveness in the several 
emergencies which have faced the United States since the 1938 act 
was passed. The Government and the airlines, working in coopera- 
tion, have now made even more detailed and specific arrangements 
for the utilization of the civil fleet as a transport auxiliary in time of 
future emergencies. The civil reserve air fleet consists at the present 
time of approximately 300 four-engined transports, owned and 
operated by the airlines, which the airlines are bound to bring into 
military service on 48 hours’ notice. Any withdrawal of these air- 
craft from the commercial fleet in time of emergency results in impos- 
ing the burden of emergency civil transportation upon the remainin 
units of the fleet. Consequently, our national policy must be direct: 
toward the constant improvement in efficiency and capacity of both 
our long-range four-engine aircraft and our shorter-range aircraft 
which will be relied upon to provide essential civilian service. 

Any policy which encourages the operation of obsolete civilian 
transports is contrary to that essential national policy, and must be 
changed. Since the Board’s present policy denies the carriers the 
opportunity to invest capital gains in new equipment and forces them 
to utilize these funds for normal ——— purposes, that policy must 
be changed in the interest of national defense. 

This legislation is essential to all classes of subsidized carriers in 
order to permit them to gain economic strength and ultimate self- 
sufficiency. The major classes of carriers presently subsidized are 
the local-service airlines, some of the international carriers, the terri- 
torial carriers, and the helicopter operators. _ 

Your committee has over the years maintained a constant study 
of the economic condition and progress of the local-service airlines— 
the airlines that bring air service to the small communities all over 
the United States and connect them with major traffic centers. Your 
committee has long been convinced that these airlines cannot provide 
the service they wish to provide or make adequate economic progress 
until they are able to acquire more modern and efficient equipment. 
It now appears that such equipment may be available, and a number 
of the local carriers have placed orders for these new aircraft. While 
present aircraft were acquired at prices in the neighborhood of 
ponent to $150,000 per unit, these new aircraft will cost over 

,000. 





4 REINVESTMENT BY AIR) CARRIERS OF NET GAINS 


- Jt is absolutely essential that the local-service airlines be permitted 
to. invest. any gains they make on the sale of their old equipment in 
these new units if they are to be able to finance them at all. With 
this. financing burden approaching, these carriers, it would be the 
sheerest folly to require them to take the capital gains and use them 
to pay necessary operating expenses. No prudent businessman would 
do that, and your, committee sees no reason why the local-service 
carriers should be foreed to do so: 

The situation of the international carriers who receive subsidy is 
in principle the same as that of the local-service carriers. The non- 
subsidized international carriers do not present a problem in this 
instance, since they are permitted to retain any capital gains they 
make on the sale of equipment. The magnitude of the task confront- 
ing the international carriers is considerably larger, in that they are in 
the. process of replacing piston-engined aircraft, which cost in the 
neighborhood of $1,500,000 to $2 billion, with jet transports, which 
will cost. between $5 million and $6 million each. It is plain that our 
national policy should..be directed toward encouraging our inter- 
national carriers to have and operate the finest air transport equip- 
ment, available. Those familiar with our merchant-marine legislation 
are aware that this is the policy Congress has long maintained with 
respect to the merchant marine, even to the extent of subsidizing the 
acquisition of modern vessels, The present policy of requiring the 
use of capital gains from the sale of old equipment for the payment 
of operating expenses is obviously calculated to dampen the incentive 
of any carrier to sell old equipment and buy new. This proposed 
legislation would make clear to the Civil Aeronautics Board and to 
the carriers the policy of Congress in this respect. 

In the case of the territorial carriers, the major example of the need 
for the financing of new equipment relates to those carriers serving 
Alaska. Transportation between the continental United States and 
Alaska, as well as transportation within the Territory, is -heavily 
dependent upon.air transportation. Within the Territory it is almost 
wholly dependent upon this form of transportation. Here again, the 
small carriers providing this service have been searching for vears to 
find the type of equipment which will meet the special needs of the 
Territory. It is only in recent months that it has appeared that 
equipment of that kind may become available. In view of the difficult 
operating conditions and the thin traflic which prevails in the Terri- 
tory, it is particularly necessary that these carriers be permitted to 
husband their capital resources for reinvestment in new equipment, 
rather than be required to use them in paying operating expenses. 

‘The helicopter operators are our newest type of air transport opera- 
tion. Three of these carriers operate within the United States—in 
New York, Chicago, and Los Angeles. In the years since they have 
been certi‘icated they have made tremendous strides in improving mail 
service, and have in recent years begun passenger service. There is 
a great demand for the rapid and convenient transportation these 
carriers provide within metropolitan areas, but the present helicopters 
are not designed to permit them to take care of this great demand 
without substantial subsidy payments. Your committee .is. fully 
eonvinced that, this class of carrier, like the local-service carriers, 
cannot make strides toward. self-sufficiency without ‘the design and 
development of new helicopter equipment... These carriers should be 
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encouraged to design and acquire this equipment at the earliest possible 
moment. The present policy tends to encourage them to operate 
their present equipment at high subsidy charges indefinitely, This 
policy must be changed. 

The policies adopted by the Civil Aeronautics Board work an unfair 
discrimination against the subsidized _ of the industry. Non- 
subsidized carriers have available for reequipment programs all 
revenues from commercial operations, together with gains on the sale 
of flight equipment, as well. A policy which applies such gains in 
reduction of subsidy requirements could only increase the handicap 
of the subsidized carriers and deprive them of modern and efficient 
pea a further postponing the day when they will no longer need 
subsidy. 

The pending bill does not affect the taxability of capital gains 
realized by the subsidized air carriers. They will continue to pay the 
appropriate tax on these gains. 

he committee has amended the introduced bill to make clear that, 
to obtain the benefits of the legislation, a carrier must apply net 
gains from the sale or other disposition of depreciable property to 
the purchase of other property similar or related in service or use. 
The net gains will not be available to pay salaries, operating or other 
nonoperating expenses, interest, dividends, or taxes. The amendment 
also makes it clear that the Board can determine the ‘reasonable 
time” within which the carrier must reinvest the gains. Due to varied 
conditions confronting individual carriers, it was considered inadvis- 
able to set a definite time limit. _ 

A suggestion that the legislation be limited to net gains on flight 
equipment was considered, but it was felt that this restriction might 
work a hardship on some of the carriers, especially certain Alaskan 
carriers which may need to replace hangars and other types of ground 
equipment. The legislation is limited to “depreciable property used 
or useful in the carrier’s normal operations.” 


Acency Reports 


A statement by Harmar D. Denny and Chan Gurney, members of 
the Civil Aeronautics Board, in support of the legislation, and a state- 
ment by Joseph P, Adams, Vice Chairman of the Board, in opposition 
to the legislation, together with communications from the Secretary of 
Commerce and the Bureau of the Budget, are as follows: 


Tue SecreTaRy OF COMMERCE, 
Washington, April 18, 1956. 
Hon. J. Percy Prisst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in response to your request for the 
views of the Department of Commerce on H. R. 8902 and H. R. 8903, 
identical bills to amend subsection 406 (b) of the Civil Aeronautics 
Act of 1938, as amended, relating to the reinvestment by air carriers 
of the proceeds from the sale or other disposition of certain operating 
property and equipment. 

hese bills propose to exclude from “other revenue” gains realized 
by subsidized air carriers as the result of the sale of flight equipment. 
This exclusion would be conditioned upon such gains being segre- 
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ted by the carriers and used within a reasonable period of time 
or the purchase of new equipment of a similar nature. Apparently 
the purpose to be achieved by this legislation would be to encourage 
subsidized air carriers to dispose of obsolete or less efficient equipment 
for the purpose of acquiring newer, more efficient equipment. There 
is certainly considerable merit to this objective. Nevertheless, we 
are of the view that these bills, if enacted, would not be the best 
device for achieving this objective. We are therefore obliged to 
oppose enactment of these bills. 
apital gains realized from the sale of equipment at a profit have 
been considered by the Board in reducing the subsidy obligation of 
the Government in determining payments to be made for past periods 
to a carrier on an open mail rate. However, where a subsidized car- 
rier has been on a so-called closed rate, no consideration has been given 
to possible gains from the sale of equipment because of the inability 
to predict such gains with any degree of certainty. 

On April 6, 1956, the Board instituted a proceeding for the purpose 
of developing a record on the basis of which to formulate a policy for 
dealing with retirement profits to be applicable to all subsidized 
carriers. In its order instituting the proceeding, the Board recognized 
the need for reappraising its nalioion regarding gains from retirements 
of property in the light of the capital requirements arising from car- 
riers’ reequipment programs. 

We realize that there are problems facing all of the air transporta- 
tion industry in terms of the capital needs arising from technological 
advances which must be implemented if we are to attain our goal of a 
healthy and unsubsidized air carrier industry in all respects. This 
problem is one in which the Government has a great interest and a 
real solution can come only from deliberate judgment based upon 
analysis of all factors involved and consideration of the needs of all 
of our air transportation, both subsidized and nonsubsidized. Prob- 
lems such as these will not necessarily be solved merely by increasing 
the Government’s potential subsidy obligations in a very limited area. 

We strongly urge, therefore, that these bills beset aside at this time 
and that the Board be permitted, with all due speed, to proceed to its 
investigation and to make its report and its recommendations. It 
may well be that upon the conclusion of that proceeding a satisfactory 
solution that is suited to the problem may be available without the 
need for any additional action by the Congress. We believe that this 
would be the most equitable course to follow. 

The Bureau of the Budget has advised that it has no objection to 
the submission of this report, 

Sincerely yours, 
SincLtarR WEEKS, 
Secretary of Commerce. 


He 
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18 Executive Orrice or THD PRESIDENT, 
y BureEAv OF THE BupGeET, 
e Washington, D. C., May 2, 1956. 
t Hon. J. Percy Priest, 
e Chairman, Committee on Interstate and Foreign Commerce, 
6 House of Representatives, New House Office Building, 
t Washington, D. C. 


My Dear Mr. Cuareman: This is in reply to your letters of 
: February 1, 1956, requesting the views of this office with respect to 
f H. R. 8902 and H. R. 8903, identical bills, to amend subsection 
' 406 (b) of the Civil Aeronautics Act of 1938, as amended. 

‘ These bills provide that the Civil Aeronautics Board shall not take 
into account gains or losses resulting from the sale of property in 
determining all other revenue of an air carrier for subsidy purposes. 
The gains must, however, be reinvested in similar property within a 
reasonable period. The apparent objective of the bills is to assist 
subsidized carriers in buying new aircraft. 

| As has been pointed out in agency reports and testimony before 
your committee, these bills would in general require higher subsidy 
payments than under the Board’s current ratemaking practices. 
Questions have also been raised as to whether the inducement to 
reequipping which the bills intend is actually needed or would apply 
equitably to all carriers; or, stated another way, whether the Civil 
Aeronautics Act and the Board’s present practices would not ade- 
quately provide for essential reequipping needs of subsidized carriers. 

It is understood that the Board recently instituted a proceeding to 
develop a record on which to formulate a policy for dealing with the 
profits from retirement of equipment, nd that the proceeding will 
take into account the reequipping problem. We believe it would be 
highly desirable to have the Beneftt of the record which will be de- 
veloped in this proceeding in deciding what changes in the basic law 
may be needed. 

In view of the foregoing the Bureau of the Budget does not favor 
enactment of this legislation. 

If your committee wishes to take action at this time, however, we 
suggest that it explore alternatives which would protect the Govern- 
ment against higher subsidy payments. For example, it might be 
possible to provide for the gradual offset of capital gains against 
subsidy by authorizing reinvestment of gains in appropriate cases, 
if the investment representing such gains were not thereafter rec- 
ognized in allowing depreciation and return on investment for subsidy 
purposes, and if the Government’s interests were fully protected 
should a carrier’s subsidy need end before the reinvested amounts 
had thus been offset fully against subsidy. 

Sincerely yours, 


Percy Rappaport, 
Assistant Director. 
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Executive Orrich oF THE PRESIDENT, 
Bureau or THE BupeGet, 
Washington, D. C., May 9, 1956. 
Hon. J. Percy Prisst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, New House Office Building, 
Washington, D. C. 

My Dear Mr. Cuarrman: In our letter of May 2, 1956 this office 
replied to your request for views on H. R. 8902 and H. R. 8903, iden- 
tical bills, to amend subsection 406 (b) of the Civil Aeronautics Act of 
1938, as amended. In our letter you were advised that the Bureau of 
the Budget does not favor enactment of this legislation. However, an 
alternative was suggested for the committee’s consideration if it wished 
to take action at this time. In view of certain advantages of that 
alternative, it is believed that your committee may be aided by further 
elaboration of it. 

In greater detail, the alternative would operate as follows: 

(1) Carriers would be permitted to retain net capital gains on the 
sale of equipment, provided these were applied within a reasonable 
period to the purchase of like equipment, 

This provision would accomplish the same objectives as H. R. 8902 
and H. R. 8903. 

(2) While retained for reinvestment, the capital gains would not be 
recognized as part of the carrier’s investment base for subsidy purposes 
nor would these retained amounts be available for dividends. 

This limitation may be regarded as implicit in H. R. 8902 and 
H. R. 8903, but it may be desirable to state it explicitly. 

(3) After reinvestment of gains by the carrier, the Board could 
establish subsidy without recognizing the reinvested amounts. 

The effect. of this can be illustrated in terms of the two basic ele- 
ments in a carrier’s subsidy, break-even need and return on investment. 

Break-even need: For subsidy purposes, depreciation expense 
is recognized in computing break-even need. Under the alternative 
suggested, depreciation expense would be computed as follows: 
Assuming a 7-year life for the new equipment purchased with the help 
of capital gains, the Board would allow the carrier, not one-seventh of 
the cost of the new asset, but. one-seyenth of an amount equal to the 
cost of the new asset minus the retained profits used in its purchase. 
To illustrate: If a carrier should purchase a new aircraft at a cost 
of $14 million to which it has applied retained capital gains of 
$3,500,000, under the provisions of H. R. 8902 and H, R. 8903 it would 
be entitled for subsidy purposes to annual depreciation of $2 million 
(one-seventh of $14 million); under the suggested alternative, the 
annual depreciation in this connection would be $1,500,000 (one- 
seventh of $10,500,000 ($14 million minus $3,500,000). It can thus 
be seen that over the 7-year life of the equipment the entire amount 
of the capital gain would be offset against subsidy otherwise payable 
in amounts of $500,000 per vear. 

Return on investment: In allowing the customary return on invest- 
ment as part of subsidy, the value of the carrier’s assets would be 
recognized net of reinvested capital gains. To illustrate: A carrier’s 
investment base consists solely of equipment just purchased at a cost 
of $14 million with the help of capital gains of $3,500,000 and a return 
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of 8 percent is allowed; under H. R. 8902 and H. R. 8903 subsidy 
would be as follows: 

Ist year investment (at cost)_...........--...-.-----------.---- $14, 000, 000 
Subsidy (8 percent of $14,000,000)_......--.-.----------------- 1, 120, 000 
2d year investment (at cost less depreciation (% of $14,000,000))_. 12, 000, 000 
Subsidy (8 percent of $12,000,000)_............-..------------- 960, 000 

This pattern would be followed until the asset is fully depreciated. 
Under the suggested alternative, subsidy would be as follows: 

Ist year investment (at cost less capital gain) .........-...------ $10, 500, 000 
Subsidy (8 percent of $10,500,000) _____.__. . « SSM G0 - 0b. ok 
2d year investment (at net cost ($10,500,000) less depreciation (4 of 

SUNN It width otindntieh cha nnd drab atasoosnnenor 9, 000, 000 
Subsidy (8 percent of $9,000,000) ..................------.------ 720, 000 

This pattern would be followed until the asset is fully depreciated. 

The savings to the Government on this basis would compensate it 
for the interest-free retention by the carrier of its capital gains. 

(4) If a carrier reaches unsubsidized status before its retained 
capital gains have been fully offset against subsidy, as indicated in 
(3) above, adequate provision should be made for the Government to 
a ay the balance of the ag ae ain, 

The foregoing alternative is brought to the attention of your com- 
mittee in the belief that it may make it possible to accomplish the 
desirable objectives of H. R, 8902 and H. R. 8903 without increasing 
the cost to the Government. As an additional benefit to both the 
carriers and the Government, the alternative would appear likely to 
minimize distortions in carrier earnings and air-carrier subsidy totals 
which would coincide with the taking of capital gains, and which could 
serve to obscure the progress of the industry and individual carriers 
toward subsidy-free status. 

This Office will of course be pleased to be of such further assistance 
as may be needed. 

Sincerely yours, 


Percy Rappaport, 
Assistant Director. 


_o 


STATEMENT OF HarMAR D. Denny ano Caan Gurney, MemMBers, 
Civir Arronavutics Boarp, Berore Suscommirrer oN TRANS- 
PORTATION AND CoMMUNICATIONS OF THE House CommMITTEE 
on InreRSTATE AND Forritan Commerce, on H. R. 8902 anv 
H. R. 8903, Apait 18, 1956 


We appreciate the opportunity which your committee has afforded 
us to present our views and comments on H, R. 8902 and H. R. 8303. 

We fully support this proposed legislation and recommend that it be 
enacted into law. 

H. R. 8902 and H. R. 8903 come before you at a time when the air 
transportation industry is faced with reequipment programs that far 
exceed its present potAl thiveibtaniit in aircraft and will require capital 
commitments on a scale which will tax every resource of the industry. 
As of March 20 of this year the airlines of this country had on order 
308 piston-powered aircraft, 244 turboprop aircraft and 156 jet trans- 
ei total of 708 planes se vB to an expenditure of over $1 

illion. These figures, as large as they are, do not represent all 
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equipment orders which will be placed by the industry and it can 
reasonably be expected that several hundred more aircraft will be 
obtained before the reequipment programs are complete. This re- 
equipment program is by far the most extensive in the history of air 
transportation, and oae of far reaching importance to assist all the 
certificated carriers in maintaining a strong civil reserve air fleet, 
which is vital to our national defense. 

The problems which the industry and the Government face in pro- 
viding a sound basis for the accomplishment of the reequipment. pro- 
grams require, in our opinion, a modification of our traditional ap- 
proach to the treatment of capital gains realized from the sale of 
existing equipment. Our traditional interpretation of section 406 
of the Civil Aeronautics Act of 1938 is sound in terms of an industry 
which is buying and selling aircraft in a normal market and in num- 
bers which do not tax the capital structure and credit positions of the 
carriers involved. But we cannot blind ourselves to the wholly 
unprecedented situation which now faces the industry and we must, 
therefore, devise policies which will assure the success of the pendin 
reequipment programs and thus preserve the leadership of the Unite 
States air transportation industry in world aviation. In our opinion, 
H. R. 8902 end H. R. 8903 will aid in the accomplishment of this 
objective. 

Argument against enactment of these bills is advanced on the basis 
that the United States Government may as a result of the enactment 
be obligated to make increased subsidy payments to the airline indus- 
try. Conceding that this may be so for a few years, it is our opinion 
that the investment will pay off in the long run because of the greater 
profitability of our carriers when assured of leadership in world 
aviation. Admittedly, this is a matter of judgment. But it is a 
relatively safe judgment to assume that our carriers will do substan- 
tially better when equipped with the finest equipment in the world 
and in sufficient numbers than they will if the equipment programs 
are restricted by lack of Government support at this time. We believe 
that, in the long run, these bills will be of material assistance to the 
subsidy carriers to become self-sufficient. 

It must be remembered, however, that the Board under section 406 
of the act has the duty and responsibility to determine the fair and 
reasonable rates for air carriers. If the rate of return of the air 
carriers becomes excessive for any reason, the Board has the obligation 
to lower the rates or institute proceedings for lowering the fares to the 
traveling public. 

Specific mention should be made of the problems facing the local 
service carrier industry in the United States. The effect of the enact- 
ment of H. R. 8902 or H. R. 8903 will not be as substantial in the case 
of these carriers as in the case of the international carriers, largely due 
to the small number of aircraft which they operate and the tin ility 
that they will be selling fewer aircraft during any reequipment period. 
Nevertheless, this is needed legislation for the local service carriers; 
relatively speaking, they will be benefited most. But this does not 
militate against the overall desirability of the legislation. Rather it 
indicates that in all probability additional measures will be required to 
assist. the local-service industry during the next few years. With this 
thought in mind, we would propose a two-point. program: 

1. Enactment of H. R. 8902 or H. R. 8903; and 
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2. Enactment of proto legislation authorizing Government 
financing for the design, deve t and service testing of a 
prototype aircraft to replace the d 

In addition to the above-proposed legislation, Mr. Denny also 
believes that additional legislation will be required to solve the equity 
financing of the local-service carriers. Accordingly, Mr. Denny 
would propose enactment of legisiation providing for Government 
guaranty of private loans to enable the local service carriers to pur- 
chase aircraft. It is contemplated that this legislation would not 
involve any expenditure of Federal funds but would ouly provide for 
the guaranty of private loans negotiated by the local-service carriers 
to be used for the purchase of available aircraft or future aircraft 
developed as a result of the prototype legislation recommended under 
2 above. ‘This legislation would have the further advantage of pro- 
viding immediate as well as long-range assistance to the local-service 
carriers and would materially assist in overcoming the serious equity 
capital deficiency of the industry. 


In summary, we strongly recommend the enactment of H. R. 8902 
or H. R. 8903 at this time. 





STATEMENT OF JosepH P. Apams, Vice CHAIRMAN OF THE CrvIL 
Arronavtics Boarp, Berorr TRANSPORTATION AND COMMUNICA- 
TIONS SUBCOMMITTEE OF THE HovusrE INTERSTATE AND FOREIGN 


Commerce Commitrere on H. R. 8902 anno H. R. 8903, Aprin 
18, 1956 


I feel that the Board should not support H. R. 8902 and H. R. 8903. 
While these bills are apparently designed to facilitate the. carriers’ 
reequipment plans, I must oppose them because the manner in which 
they propose to accomplish this is in conflict with the basic principles 
of the Civil Aeronautics Act and sound ratemaking policy in general. 

The act now provides that the Board must grant subsidy in an 
amount sufficient to meet an air carrier’s overall financial require- 
ments. A very substantial part of the total need of a carrier, which 
the Board has always recognized and made allowance for, is deprecia- 
tion expense for property that is used and useful, so that at the end of 
its usefulness there would be no loss on retirement. In addition to 
this allowance, there is included a fair margin of profit to compensate 
for the capital investment in such property and the risks of doing 
business with it. That is on the outgo side of a carrier’s ledger. 

In fixing subsidy the Board, however, must also look at the income 
side of the ledger, such as passenger, freight and express revenues, and 
any other revenues that are incidental to the air transportation busi- 
ness that is being conducted. Both the Board and the courts have 
held that gains from the sale of flight equipment are clearly within the 
“all other revenue” provision of section 406 of the act and must be 
offset against the outgo side of the ledger unless a need is shown for 
this additional amount. Thus, for example, in the system mail rate 
fixed by the Board for Pan American last December, the ‘other 
revenue” of the carrier included approximately $7 million in profits 
from the sale of equipment which served to reduce its subsidy bill. 

I strongly believe that the present method of awarding subsidy on 
the basis of the need of a particular carrier is abundantly fair to the 
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carrier, prevents waste of Government funds, and contains adequate 
inducement to the carriers to maintain and develop the quality and 
quantity of air transportation required in the national interest. Ade- 
quate proof of this is demonstrated by the tremendous development of 
air transportation since the enactment of the very rate provision that 
H. R.-8902 and H. R. 8903 now seek to amend. And yet, these bills 
would in effect disregard the actual need of the particular carrier seek- 
ing subsidy support by prohibiting the Board from looking at the 
profits from the sale of equipment-—the very same equipment which 
through depreciation allowances already might have been paid for 
by the traveling public and the Government through its award of 
subsidy. Whether a particular carrier needs it or not, it would get to 
keep the profit anyway, if these bills pass. 

hese bills would $n effect substitute for the present test of demon- 
strable need of an individual carrier, a conclusive presumption of need 
that is based on some idea that the industry generally requires such an 
inducement. Such a basis for handing out Government money carries 
with it little, if any, assurance that some carriers will not get windfalls. 
I cannot agree that the industry as a whole requires such an induce- 
ment to purchase new equipment for the simple reason that in fixing 
subsidy rates for each and every carrier in the industry through the 
years (with the exception of forced aircraft sales to the Government 
during the last war), we have yet to see sufficient evidence on the part 
of any carrier of such a need. The underwriting with subsidy of the 
depreciation expenses of new equipment, together with an allowance 
to cover the costs of securing capital, has enabled carriers to secure 
all the funds necessary for their reequipment programs at reasonable 
rates. Competition has furnished an additional inducement for 
reequipment. When, and if, the time comes, in the ease of a particular 
carrier, that it needs more than is normally allowed to make ends 
meet and fulfill its role of maintaining and developing its services in 
the national interest, the Board is not only empowered, but is directed, 
to satisfy such need. At the moment, we only have vague speculation 
and loose talk of dire consequences to air transportation, Subsidy 
grants must have a sounder basis than that if Government money is 
not to be wasted. 

Another significant flaw in these bills is that they attempt to deal 
with manifold problems on a broad-stroke basis. One of the results 
under them would be that a carrier with a defined and impending 
reequipment program could realize the full financial benefits it pro- 
vides, while a carrier which was not quite ready yet might well lose 
out on such benefits, simply because of the difference in timing. 
Moreover, they would discriminate even as between carriers engaged in 
reequipping, because the extent of the equipment profits soond le to 
any carrier would depend on the market prices at the time it retired its 
equipment. This discriminatory aspect of the bills might induce some 
carriers to risk overequipping, or to reequip too soon, rather than 
forego their advantages, and might thus encourage uneconomic 
practices. 

I believe that a sound solution to the reequipment problem does not 
lie in legislation which would not only be inconsistent with the concept 
of individual ‘‘need” contained in section 406 of the Civil Aeronautics 
Act, but which would also be discriminatory and unresponsive to the 
individual requirements of the carriers. As indicated in the Board’s 
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statement of provisional findings and conclusions proposing agntom 
mail rates for Pan American, issued December 22, 1955, the Board 
has had under consideration for some time an industrywide proceeding 
for the senpote of determining how best to treat the problem of gains 
and losses from equipment retirements, On April 6, 1956, the Board 
instituted a proceeding for the purpose of determining how gains and 
losses upon the retirement of property can most effectively be reflected 
in the subsidy rates fixed by the Board 

Ironically enough, one of the big problems, as I see it, is not that we 
are offsetting profits realized in periods during which the rates are 
open, but how to offset profits during closed-rate periods. This 
proceeding will give the carriers involved an opportunity to Seuelep a 
record on which the Board may formulate the very best policy to deal 
with this problem. While the Board has previously ees | specific 
proposals, such as taking in retirement gains by offsetting them 
against the cost of the new equipment, the order of April 6, 1956, does 
not mention any specific plan, but is framed in the broadest possible 
terms. I consider this kind of proceeding the best approach to the 
problem because it looks toward a policy consistent with the scheme 
of the Civil Aeronautics Act, fully supported by a complete economic 
record, and geared as closely as possible to the individual needs of the 
carriers. 

This statement has been submitted to the Bureau of the Budget, 
which has advised that it does not favor enactment of the proposed 
legislation. 


STATEMENT OF JOSEPH P. ADAMS, VICE CHAIRMAN OF THE CIVIL AERO- 
NAUTICS BOARD, BEFORE TRANSPORTATION AND COMMUNICATIONS 
SUBCOMMITTEE OF THE HOUSE INTERSTATE AND FOREIGN COMMERCE 
COMMITTEE ON H. R. 8902 AND H. R. 8903, APRIL 18, 1956 


Possible effects of the bill upon the local-service air carrier industry 


My position as a strong proponent of the local air carrier industry 
in this country is, I assume, well established in light of my many 
public statements in speeches, Board opinions, in dissents, and in 
statements before this very committee in support of permanent 
certification legislation. I should like it clearly understood that my 
opposition to H. R. 8902 and H. R. 8903 is in no sense inconsistent 
with my firm belief in the importance of local air carriers and my 
continuing interest in their future development. 

I am convinced, however, that the best way of insuring their future 
sound, economic development in the best interests of the many smaller 
communities which they serve is for the Board to continue an enlight- 
ened program of strengthening each local service carrier’s route system, 
rather than for the Board to request the Congress to alter the Board’s 
ratemaking policy which has proven sound over the past 18 years. 
If the Board will continue, as it has in some cases already, to permit 
these carriers to compete for somewhat richer revenue-producing 
markets and at the same time ease the operating restrictions of these 
carriers, their unit revenues will increase, their unit costs will decline 
and inevitably their dependence upon Federal subsidy support will 
also decline. As these changes are wrought by the Board in coopera- 
tion with both the local service carriers and the trunklines, the l 
air service industry will, I am sure, have little or no difficulty in 
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financing the purchase of new aircraft fleets when an efficient local 
service airplane becomes available. 

Based upon the experience of our trunkline industry in financing 
its new aircraft fleets during the 13-year period (1938-51) when the 
trunklines were all on subsidy a as the local service carriers are 
now) I know of no reason why the local carriers cannot accomplish a 
similar result without sacrificing our sound ratemaking policy. As a 
matter of fact, many of our local carriers have already successfully 
embarked on a large-scale purchase of the best short-haul equipment 
presently available. The fact that at least three of our large, more 
successful local air carriers have already negotiated for the acquisition 
of Martin and Convair equipment costing many millions of dollars 
augurs well for the ability of the local industry in the future to success- 
fully replace the DC-3 airplane on an industrywide basis. 


CHANGES IN THE Existine Law 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 406 (b) or THE Crvit Apronavtics Act or 1938, As AMENDED 


TITLE IV—AIR CARRIER ECONOMIC REGULATION 
RATES FOR TRANSPORTATION OF MAIL 


Avtuority To Fix Rates 
Sec. 406. (a) * * * 


* * baal * 


RaTEMAKING ELRMENTS 


(b) In fixing and determining fair and reasonable rates of compensa- 
tion under this section, the Board, considering the conditions peculiar 
to transportation by aircraft and to the pecoees air carrier or class 


of air carriers, may fix different rates for different air carriers or classes 
of air carriers, and different classes of service. In determining the 
rate in each case, the Board shall take into consideration, among other 
factors, the condition that such air carriers may hold and operate 
under certificates authorizing the carriage of mail only by providing 
necessary and adequate facilities and service for the transportation 
of mail; such standards respecting the character and quality of service 
to be rendered by air carriers as may be prescribed by or pursuant to 
law; and the need of each such air carrier for compensation for the 
transportation of mail sufficient to insure the performance of such 
service, and, together with all other revenue of the air carrier, to enable 
such air carrier under honest, economical and efficient management, 
to maintain and continue the development of air transportation to the 
extent and of the character and quality —— for the commerce 
of the United States, the Postal Service, and the national defense. 
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In determining all other revenue of the air carrier, the Board shall not 
take account of losses on the sale or other disposition of property, ee 
gains on such sale or other disposition provided that the proceeds shall, 
within a reasonable time, be reinvested in other property similar or related 
in service or use. 

Sze. 2. This Act shall be effective with respect to gains or losses realized 
on or after January 1, 1956, whether or not the Board shall have entered 
a final order taking account thereof. 


O 
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REINVESTMENT BY AIR CARRIERS OF NET GAINS 
FROM THE SALE OR OTHER DISPOSITION OF CER- 
TAIN PROPERTY 





Jory 9, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Heseuron, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


MINORITY REPORT 


[To accompany H. R. 8902] 


In my opinion, the reasons against this proposed legislation far 
outweigh any reasons for its passage. 

There are compelling reasons against favorable action at this time. 

The testimony of Hon. Joseph P. Adams, Vice Chairman of the 
Civil Aeronautics Board, to the Subcommittee on Transportation and 
Communications of the House Committee on Interstate and Foreign 
Commerce on April 20, 1956, expresses the reasons for not approving 
this bill. in two brief sentences as follows: 


These bills (referring to H. R. 8902, and a companion bill, 
H. R. 8903) would, in effect, substitute for the present test 
of demonstrable need of an individual carrier, a conclusive 
presumption of need that is based on some idea that the 
industry generally requires such an inducement. Such a 
basis for handing out Government money carries with it 


ttle. if any, assurance that some carriers will not get wind- 
alls, 


Hearings, page 562. 

At the time when Vice Chairman Adams testified before the sub- 
committee, our former colleague, Hon. Ross Rizley, had resigned 
from the Civil Aeronautics Board to become a judge, but previously, 
ss Chairman of the Board, he joined Vice Chairman Adams in using’ 
these exact. words. ' | 

[t is to be noted that no department or agency of the United States, 
Government supports this bill. On the contrary, while two members 
of the Civil Aeronautics Board did support the bill, the Comptroller 
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General of the United States and the Bureau of the Budget opposed 
the proposal, Among those who supported the bill were representa- 
tives of the Air Transport Association of America and of Pan American 
World Airways, Inc. 

As Vice Chairman Adams stated in his testimony, hearings, page 
562, this bill is objectionable because the manner in which it proposes 
to accomplish the air carriers’ reequipment plans— 


is in conflict with the basic principles of the Civil Aeronautics 
Act and sound ratemaking policy:in general. 


After outlining the facts that the act requires the Board to grant 
subsidy in an amount sufficient to meet an air carrier’s overall financial 
requirements, and that a very substantial part of the total need of a 
carrier, which has been recognized always, is depreciation expense and 
a fair margin of profit, he referred to the fact that the income or 
revenue side of the ledger must be examined. 

He stated: 


I strongly believe that the present method of awarding 
subsidy on the basis of the need of a particular carrier is 
abundantly fair to the carrier, prevents waste of Government 
funds, aad: contains adequate inducement to the carriers to 
maintain and develop the quality and quantity of air trans- 
portation required in the national interest. Adequate proof 
of this is demonstrated by the tremendous development of 
air transportation since the enactment of the very rate pro- 
vision that H. R. 8902 and H. R. 8903 now seek to amend. 
And yet, these bills would in effect disregard the actual need 
of the particular carrier seeking subsidy support oy pro- 
hibiting the Board from looking at the profits frome the sale 
of equipment—the very same equipment which, through de- 
preciation allowances, already might have been paid for by 
the traveling public and the Government through its award 
of subsidy. hether a particular carrier needs it or not, it 
would get to keep the profit anyway, if these bills pass. 


The background of this proposal is important. 

On Savenher 11, 1944, the Board sestied a certificate of public 
convenience and necessity to Western Airlines for Route 68, between 
Denver and Los Angeles. United Airlines was the other principal 
applicant. 

estern did not inaugurate service over this route until April 1, 
1946. Less than a year later Western and United entered into an 
agreement, subject to the Board’s approval, for the sale of the cer- 
tificate and route, together with aircraft and certain equipment, for 
$3,750,000. The purchase price represented a substantial profit. 

This led to a dispute, involving the Board and the Postmaster 
General, as to whether the profit to Western was “other revenue” 
under the act which would reduce Western’s mail pay or subsidy. 

In the proceeding before the Board, the Air Transport Association 
of America filed a brief amicus curiae supporting Western’s contention 
that the profit was not “other revenue.” 

The United States Court of Appeals for the District, of Columbia 
Circuit held that the Board was required to take into account, the 
amount of profit as constituting “other revenue.” 
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On certiorari, the Supreme Court of the United States on February 
1 aie, unanimously upheld the decision of the Circuit Court of 
ppeals. 

n December 1955, in the System Mail Rates case, involving the 
Pan American World Airways, Inc., the Board applied the principle 
of looking at the income side of the ledger and ruled that gains from 
the sale of flight equipment is clearly within the ‘other revenue” 
provision of section 406 of the act and must be offset against the 
expenses unless ‘‘need’”’ is shown for the United States Government to 
pay an additional amount of subsidy. Therefore, it held that the 
“other revenue,” including gains from sale of flight equipment, 
securities, and other tangible property during the period January 
1-September 30, 1955, totaled $4,654,000. It stated that— 


Since capital gains are taxed at a 26-percent rate for Federal 
income-tax purposes, application of this income will reduce 
the amount of tax, otherwise allowable— 


and that 


The total impact of this source of income on the carrier’s 
subsidy is a reduction of $7,319,000 for the first 9 months of 
1955. 

It is difficult to forecast what the exact result would be in future 
years if this legislative proposal was to be substituted for the basic 
principles of the Civil Aeronautics Act and sound ratemaking policy 
in general. But I submit that this proposal is inconsistent with the 
concept of individual ‘‘need” contained in section 406 of the act and, 
in practice, would not only be discriminatory but entirely unrelated 
to the individual requirements of the carriers. 

In any event, the best current data as to the actual effect of this 
legislative proposal is indicated in a tabulation prepared by the 
Department of Commerce, which is as follows: 
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Summary of capital gains used to reduce subsidy payments and capital losses 
underwritten with subsidy under final mail rate orders 



































Calendar year 
1951 | 1952 | 1953 1954 | 1955 Total 
a, 
i Dano lls 0 0 | $1,373, 000 $58, 000 $84,000 | $1, 515, 000 
International....... ®) ®) 0 0 * 0 
StS See Cy eae 0 0 0 0 0 0 
Chicago & Southern... 0 9 @) ® ® 
0 es 2 0 0 0 %) c 0 
Continental. ........... 0 0 0 0 0 0 
Se See ee 0 0 0 700, 000 700, 000 1, 400, 000 
i ECR 0 @) (*) ® (4) 
Mid-Continent. ........ 0 (5) (4) ) () () 
5 ESS SRN 0 0 0 0 0 0 
TRI $42, 000 $254, 000 0 0 0 296, 000 
Northwest_............- @) 0 0 «® 0 0 
WOU co obbenneoddoes 0 0 0 0 0 
Allegheny-............. 0 0 0 0 () 0 
ee Ea 170 0 0 0 (3) 170 
8 SS PRISE 2, 032 30 1, 224 0 0 3, 286 
RE 0 ® ® ® (*) ® 
pS oe 0 0 0 0 0 0 
Lake Central piacsinedidielining 43, 604 28, 242 450 0 0 72, 296 
Mid-West... 2222.22.22. 0 i) ® © i) ¢) 
DEGMAWIR.... - cndemocmarios 0 0 0 0 (@) 0 
24, 037 0 0 0 0 24, 037 
0 0 0 0 @ 0 
1 0 0 0 0 @) 0 
0 0 0 0 @ 0 
0 168 0 0 168 
0 16, 083 0 0 0 16, 083 
0 0 2, 150 50 2, 200 
0 0 (@) 9° () 0 
0 0 ® @ ) ) 
—4, 87 0 0 0 0 —4, 872 
364 533 335 0 1, 232 
0 —199 —1, 067 +3, 022 0 —4, 288 
«) ® 0 0 2, 231 —2, 231 
—2, 126 0 0 0 0 —2, 126 
2, 242 724 0 0 0 
0 @%) @°) @%) i) 0) 
—1, 842 0 0 0 0 —1, 842 
183 0 0 0 0 183 
Northern Consolidated . 5, 854 550 0 0 8, 400 3, 006 
Pacific Northern........ 37 0 0 ® @®) 37 
ete. -. o. Jabens ein. 215 1, 410 0 0 0 1, 625 
We vc cecnatitadabubkeus — 4, 678 1, 769 0 0 0 —6, 447 
PI onc enccenecspemnce 2,071 0 — 360 0 0 1,711 
Trans-Pacific. .......... 0} 0 —494 0 0 — 494 
Pan American.......... 3, 085,000 | 1 2,935, 000 3, 419, 000 12613, 000 | 7, 236, 000 17, 288, 000 
Trans World (Interna- 
| a SERIES 287, 000 504, 000 504, 000 0 0 1, 295, 000 
Caribbean .............. 0 0 0 0 0 
i  . 0 0 0 0 () 0 
SN. sc ititinninanes 3, 462, 219 3, 738, 603 5, 208, 436 1, 368, 363 8, 026, 169 | 21, 900, 790 








1 Mail rate open for entire year. 

2 Me into Delta May 1, 1953. 

3 Mail rate open for portion of year. 

“Merged into Western Apr. 10, 1952. 

5 Merged into Braniff Aug. 16, 1952. 

* Merged into West Coast Aug. 1, 1952. 

? Ceased operations Apr. 15, 1952. 

* Merged into Continental Apr. 1, 1955. 

* Ceased operations Aug. 1, 1953. 

#” Ceased operations July 6, 1952. 

1! Mail rate for Latin American Division cpen for calendar year 1952. 
12 Mail rate for Pacific Division open for calendar year 1954. 
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It seoms to me significant that the following amounts would have 


been received by four airlines had this legislative proposal been in 
effoct since 1951: 


PEE UNE ic cr ccdudscacuseddtndnwnanaetibeianinndmabuns $17, 288, 000 
hike ca cuca s kh a maeksudedcdso<ncdsaeidassanadeieen 1, 515, 090 
TORS es Bib ce cheb oda oe od Sao con enn : , 000 
Trane- World. (International) ... 1....-~--nccnecasedsnnnenncucce 1, 295, 000 

yi RP eee eee  . - 7 ieee 21, 498, 000 


An examination of the tabulation indicates how little benefit could 
be anticipated by most of the airlines of the country. , 

It is most significant that the Board recognizes the wisdom of re-* 
appraising existing policies as to gains from the retirement of property 
in terms of the capital requirements arising from the reequipment 
programs of the airlines. 

On April 6, 1956, the Board instituted a proceeding to determine 
how gains and losses upon the retirement of property can be reflected 
most effectively in the subsidy rates. Congress should weigh carefully 
the following statement by Vice Chairman Adams as to this proceeding: 


I consider this kind of proceeding the best approach to the 
problem because it looks toward a policy consistent with the 
scheme of the Civil Aeronautics Act, fully supported by a 
complete economic record, and geared as peak as possible 
to the individual needs of the carrier. 


In my opinion, that is the best guaranty of dealing fairly with the 
individual airlines without the possibility and apparent probability, of 
legislating unpredictable windfalls to a few carriers at the expense of 
many carriers which may be equally entitled to consideration and of 
substantially increased subsidy costs to the taxpayers generally. 
Enactment of this proposal would be a sharp reversal of the efforts 
which have been made by Congress and the executive department 
toward reducing and ultimately eliminating unnecessary waste in the 
form of unjustifiable subsidy grants. Certainly this proposal violates 
the principle that any subsidy should be justified by the “need” 
standard of the act. If not, the word “need” loses any significance 
and should be taken out of the act directly. 


O 


Joun W. HESELTON. 
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Mr. Price, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


[To accompany H. R. 12050] 


The Joint Committee on Atomic Energy, having considered H. R. 
12050, an original committee bill, to amend the Atomic Energy Act of 
1954 to protect the public by providing governmental indemnity and 
granting limitation of liability for persons in the atomic-energy pro- 
gram, do report favorably thereon and recommend the bill do pass. 


BacKGROUND 


When the Atomic Knergy Act of 1954 was passed it was the hope of 
Congress that the provisions in the laws liberalizing the statutory 
restrictions which had hitherto given the Government a monopoly 
in the atomic-energy field would me yn the entrance of private 
industry into tne program, and speed the further development of the 
peaceful uses of atomic energy. 

In January and February of this year the Joint Committee on 
Atomic Energy held its hearings, as required by section 202 of the 
act, to study the development, growth, and state of the atomic-energy 
industry. During these herrings it beeame apparent from the testi- 
mony of many persons that the problem of lability in connection 
with the operation of reactors is a deterrent to further industrial 
participation in the program. On February 20, the Commission took 
the position that legislation was needed at this session of Congress. 
The Commission, however, made no legislative proposals at that time. 
(See pp. 392, 393 of Hearings before the Joint Committee on the 
Development, Growth, and State of the Atomic Energy Industry.) 

The Atomic Energy Commission reports experience of 607,000 
reactor operating hours and nearly 18 million man-hours in reactor 
plants from 1943 through 1954 without any accidents involving 
radiation injury sufficient to cause lost time of personnel. Since then 
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the record has continued substantielly unchanged. The Commission 
reports that the safety record from the operation of reactors in Great 
Britain is equally favorable. 

In the history of reactor operations there have been three incidents 
of public notice involving reactors. ‘Two of these were accidental— 
the one at Chalk River in Canada and the one at the Experimental 
Breeder Reactor at Arco. In both of these, personnel failure caused 
damage which was primarily limited to the reactor itself. The third 
incident was a ddibarete forcing of a small experimental reactor to 
explosion to study the effects of such action. In none of these three 
incidents was there any damage to any person. The property dam- 
age in both of the accidental incidents was essentially confined to the 
reactor itself. 

All of the new reactors which are being built or planned have in- 
corporated into them every cenceivable » Hater to see that they are 
safe. The reactors themselves are constructed with immediate 
shielding designed to minimize blast. damage. They also have gas- 
tight containin envelopes of concrete and steel built around them, 
such as the iplaes which has been built around the Experimental 
Submarine Reactor at West Milten, N. Y. The possibility of dan- 
gerous materials escaping and causing damage outside the reactor 
facilities is infinitesimal. However, the possibility does still exist. 

The Commission has extensive powers to protect the public health 
and safety through its regulatory acts, and it also has mandate for 
a strong Inspection Division to see that the regulations are. complied 
with. Doone the hearings, the Commission explained at some length 
its safety precautions. All of these minimize the possibility of such 
escape. 

Sines radioactive materials are many times more toxic and. poison- 
ous than other substances, the companies which are interested in par- 
ticipating in the reactor program are hesitant about assuming the 
liabilities which could ensue in the remote event of a reactor meltdown 
with the resultitig release of fission products and radioactive materials 
into the air, At this stage in the development of atomic energy 
these companies do not envision any profit for many years from the 
research and development efforts that have to be put into the program. 
Yet, in the unlikely event of a runaway reactor they ‘may be sub- 
jected to damage claims which have been estimated ‘in ‘the testimony 
before the committee at sums ranging fron several hundred thousand 
dollars for large reactors to sums up to a billion dollars, and somewhat 
beyond in a few estimates... The range of damage from creditable 
accidents for an atomic powerplant of 100,000 kilowatt electrical 
output was put at 2 to 6 million dollars, with a maximum of 100 per- 
cent loss of fissionable material (which is an impossibility) at 130 to 
600 million dollars. 

However, it should be pointed out that these sums of damage, in 
the main, represent the amount of damage to property and not to 
persons, since the products from a runaway reactor must be borne on 
winds to the areas where they can cause the damage, ‘and this gives 
a large time period for local municipal authorities and. civilian de- 
fense officials to evacuate persons living in the area which might be 
affected. However, there is a possibility of heavy damage to persons 
and property, and as a consequence, this liability problem has Serre 
a major roadblock to the further development of an atomic energy 
industry in this country. 8OOLT 
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Recognizing the importance of the problem, the Joint Committee 
took the unusual procedure of calling a seminar of people interested 
in the various aspects of this problems. Some 40 persons met with 
the committee in executive session on March 15 and 16. They in- 
cluded representatives from the Atomic Energy Commission, from 
the companies who build reactors or parts, from companies which 
would operate reactors, and from insurance firms. A full, free, and 
frank discussion of the problems between the committee and persons 
involved increased the desire of the committee to find some solution 
to this problem. 

These hearings were based on H. R. 9701, introduced gs Price, 
which provided for a full governmental indemnity, and H. R. 9802, 
introduced by Mr. Cole, which limited the liability of the reactor 
owners. After this seminar the chairman sent out a letter on April 
26 to the industry and others interested which suggested possible 
legislation incorporating features of both the Price and the Cole bills. 
This new proposal was based on staff studies of the indemnity prob- 
lem and of the results of the seminar. In addition, the letter raised 
questions as the basis for possible hearings. 

On May 15, 16, 17, 18, and 21 the Joint Committee held public 
hearings on the problem. ‘The witnesses who were heard were 
in the order of their appearance. 


Lewis L. Strauss, Chairman, Atomic Energy Commission 

Dr. Willard F. Libby, Commissioner, AE 

Harold 8. Vance, Commissioner, AEC 

Thomas E. Murray, Commissioner, AEC 

Harold L. Price, Director, Division of Civilian Application, AEC 

Dr. C. R. MeCullough, Director for Reactor Safeguards, AEC 

William Mitchell, General Counsel, AEC 

W. Kenneth Davis, Director, Division, Reactor Development, AEC 

Don 8. Burrows, Controller, Division of Finance, AEC 

H. R. Searing, chairman of the board, Consolidated Edison Co. of 
New York 

Charles H. Weaver, vice president of Westinghouse Electric Corp. 

Walker L. Cisler, president of Power Reactor Development Co.; 
accomipanied by Edward M. Spencer, assistant treasurer of the 
Detroit Edison Co., and Edward S. Reid, Jr., counsel for Power 
Reactor Development Co. 

R. L. Schacht, general manager, Consumers Public Power District, 
Columbus, Nebr. 

Charles J. Haugh, on behalf of the Association of Casualty and Surety 
Companies 

Ambrose B,. Kelly, general counsel, Associated Factory Mutual Fire 
Insurance Companies 

Elmer L. Lindseth, president, Cleveland Electric Illuminating Co. 
a member, Edison Electric Institute Committee on Atomic 

ower 

Willis Gale, chairman, Commonwealth Edison Co., Chicago 

Francis K. McCune, president, Atomic Products Division, General 
Electric Co.; accompanied by William Kennedy, counsel, Atomic 
Products Division 

Perey Chubb, American Insurance Association 

Philip Sporn, president, American Gas & Electric Co. and Nuclear 
Power Group, Inc. ... .,... ' 
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John Menke, president, Nuclear Development Corp. of America 

ae S. Peterson, American Public Power Association, Washington, 

Ralph ‘E. Becker, secretary-treasurer, Federation of Insurance 
ounsel 


ae W. Yount, vice president of the Liberty Mutual Insurance 

0. 

Tom Pickett, executive vice president of the National Coal Association 

William Webster, president of Yankee Atomic Electric Co. 

Charles E. Oakes, president of the Pennsylvania Power & Light Co. 

eo . . Keen, manager, Wolverine Electric Cooperative, Big Rapids, 

ich. 

Donald H. Dunham, director, Retirement, Safety and Insurance 
Department, National Rural Electric Cooperative Association; 
accompanied by Robert Kabat, administrator, NRECA Atomic 
Energy Study Group 

Kenneth E. Black, president of the Home Insurance Co. and chairman 
of the National Board of Fire Underwriters Committee 

Stoddard M. Stevens, a member of the law firm of Sullivan & Crom- 
well, New York City; accompanied by George C. Kern, Jr., an 
attorney with the firm of Sullivan & Cromwell, New York City 

Andrew J. Biemiller, legislative representative of the American 
Federation of Labor and Congress of Industrial Organizations; 
— by Leo Goodman of the Research Department, AFL- 
At that time the Atomic Energy Commission presented its pro- 

osed bill to the Joint Committee, which Mr. Cole later introduced as 
. R. 11242. On the basis of these hearings and following up lines 
of thought which had earlier been generated by staff studies, the chair- 
man introduced S. 3929, which provided for a different method of 
approach to the problem, following along the lines of his letter of 

April 26, 1956. 

The Joint Committee held hearings on these two bills on June 15, at 
which time these witnesses appeared: 


Harold S. Vance, Commissioner, Atomic Energy Commission 
William Mitchell, General Counsel, Atomic Energy Commission 
Oscar M. Ruebhausen, Atomic Energy Committee, New York City 
Bar Association 
Stoddard M. Stevens, Sullivan & Cromwell, New York City 
H. W. Yount, vice president, Liberty Mutual Insurance Co. 
Charles J. Haugh, representing Association of Casualty Surety Com- 
anies 
Reser J. Biemiller, legislative representative, American Federation 
of Labor and Congress of Industrial Organizations 
Donald H. Dunham, director, Retirement, Safety and Insurance 
Department, National Rural Electric Cooperative Association 


In addition, over 20. statements were filed for the record. The 
unanimous preference of all persons outside the Government agencies 
was for legislation along the lines of S. 3929. 

Commissioner Vance, in speaking for the Atomic Energy Com- 
mission, stated as the Commission position: 


The central fact which emerged from those hearings was 
a striking unanimity of opinion that the liability insurance 
expected to be available from the insurance industry will not 
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roiie adequate protection to the public against the possi- 
ility of catastorphic accidents, remote tho that con- 
tingency may be; and that legislation is needed promptly 
to remove the deterrent effect which limited insurance pro- 
tection will have on development of the nuclear power 
industry. 

The two bills which the committee is considering today— 
H. R. 11242 and 8S. 3929, the bill prepared by the Joint Com- 
mittee staff and introduced by Senator Anderson—both 
have the removal of this deterrent as their principal objective. 
Although the approach embodied in S. 3929 differs some- 
what from that incorporated in H. R. 11242, we believe that 
legislation of the type suggested in S. 3929 would meet the 
problem to which both bills are directed, and could be 
administered in a practical and workable manner. 


In response to questions by Mr. Price as to the Commission’s 
preference, Mr. Vance further stated: 


I frankly believe. that the passing of some bill at this 
session. of Congress is more desirable than the selection of a 
particular bill. On the assumption that a bill such as the bill 
prepared by the staff of the Joint Committee would have a 

etter chance for passage at this session, then we are in favor 
of that bill, and, as I said, we believe it is workable. If, in 
the course of time, it develops that there are difficulties with 
the bill, in another session of Congress it could be amended. 
But if this session ends without some action on this sugges- 
tion, it would ieamanourebly delay what we believe would be 
further progress in this field. 


In addition to the work of the Joint Committee, there have been 
other studies of the problems in this field. In March 1955 the Atomic 
Energy Commission appointed an advisory committee consisting of 
10 persons representing all phases of the insurance industry. This 
committee made a ss report on July 15, 1955, which empha- 
sized that the primary difficulties would be in connection with third- 
eo liability. The committee made another interim report in 

anuary 1956 after the companies had been able to find ways of 
getting together sums which could be used to protect the industry. 
here the highest liability policy which heretofore had been issued 
amounted to $10 million, the stock companies alone combined in a 
pool which would be able to issue policies to protect the property and 
persons of the public for damages up to $50 million. The mutual 
companies were able to form a similar pool which could insure risks 
up to $15 million. 

A study of the problem was also by the Legislative Drafting 
Research Fund of the Law School of Columbia University which was 
employed in November by the Atomic Industrial Forum to prepare 
reports on the problems. The preliminary report was made March 
1, 1956, and the final report will be made by September 15, 1956. 
The resem | report of the fund has been of great assistance to the 
committee. The most pertinent portions of the Columbia report are 


printed in the committee hearings. 

The basic approach of S. 3929, and now of S. 4112, was to have the 
Commission determine the amount of financial protection which the 
licensee for reactors must have to protect the public against nuclear 
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incidents. Beyond the amount of financial protection there would be 
required as a condition of the license the Government would indemnify 
the reactor operators for sums up to $500 million. If a runaway 
reactor should cause any further damages beyond that, the way was 
left open’ for Federal contributions after congressional consideration. 
If the sums available were still not sufficient to take care of all of the 
damage; limitation of liability proceedings would be made available 
in order to provide a ready technique for apportioning the moneys 
available among those hurt. The Commission was given authority 
to use this same power in its contracts for those doing work directly 
for the Commission, not merely licensees. 

The indemnification contracts are to protect the public by means 
of providing funds to the licensee and any of those who might be found 
liable with him for payment of public damages. Those pelple who 
design and construct the reactor and who supply parts for it will 
have funds made available to them if ther are found liable. 

The basic principles underlying the bill are two: 

1. Since the rights of third parties who are injured are established 
by State law, there is no iitaelebelies with the State procedures until 
there is a likelihood that the damages exceed the amount of financial 
responsibility required. At that point the interference is limited to 
the prohibition of making ooh through the State courts. 

2. A system of indemnification is established rather than an insur- 
ance system, since there is no way to establish any actuarial basis for 
the full protection required. ‘The chance that a reactor will run away 
is too small and the foreseeable possible damages of the reactor are 
too great to allow the accumulation of a fund which would be adequate. 
If this unlikely event were to occur, the contributions of the com- 
panies protected are likely to be too small by far to protect the public, 
so Federal action is going to be required anyway. If the payments 
are made large ee to insure that there is an adequate fund avail- 
‘able, the operation of the reactors will be made even more uneconomic. 
On the other hand, if, as the Joint Committee anticipates, there never 
will be any call on the fund for payments, the funds will have: been 
accumulated to no purpose. Hence, in this instance it seemed wisest 
‘to the Joint Committee not to treat this as an insurance problem but 
to treat it as an indemnification problem. There seems to be no real 
need for establishing all of the technical mechanisms of an insurance 
fund in this situation. 

» :It was for the reasons above that the Joint Committee decided 
against the program of permissive reinsurance as suggested by H. R. 
‘11242. While a program of reinsurance may have a place in other 
parts of the Federal insurance program, such as fi insurance, it 
was felt at this time that such a program was not a proper part of the 
indemnity legislation. It can be added at a later time if the need 
develops. It was because of similar reasons that the Commission’s 
ie te have an atomic indemnity fund set up onan actuarial 
basis, including permission to the Commission to issue debentures 
which could be bought by the Treasury and sold on the public market, 
was rejected. The provisions of this bill provide governmental 


indemnifications to those licensees who obtain their licenses within 
the next 10 years. During this period of time it is hoped that there 
will be enough experience gained so that the problems of reactor 
-safety will be to a great extent solved and the insurance people will 
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have had experience on which to base a sound program: of their own. 
In the meanwhile, the Commission is.under two compelling duties: | 

The first is to see that the reactorsswhich are built are designed; 
constructed, and operated in the safest fashion. 

Secondly, the Commission has a duty to make available for indus- 
trial study as much of the information 1t now has, or will accumulate, 
which bears on the problems of safe operation and insvrability of 
reactors. There appear to be many sources of information within 
the Commission’s p other than that directly involved in the 
reactor work for peaceful uses which would be of help in this situation. 


SEcTION-BY-SecTION ANALYSIS 


Section 1 adds to the Atomic Energy Act of 1954 a new finding 
that it is in the interest of the general welfare and common defense 
that the United States can undertake both the indemnity and limita- 
tion of liability programs established by this bill. The primary con- 
cern of the Federal Government is with the protection to the people 
who might suffer damages from the new atomic energy poe ony 
Since many of the reactors which will be built will be producing special 
nuclear material which is vital for the defense of the country, it is in 
the interest, of the common defense and security to see that. these 
companies are protected in their operations by having moneys availa- 
ble to them for payment of public liability claims and having limita- 
tions of liability proceedings available when those funds are insuffi- 
cient. Since title to special nuclear material is in the United States 
Congress has special powers and duties with respect to the use of 
that material. Congress also has a national defense interest in keep- 
ing electric power companies in business to supply this essential in- 
prodient to our industrial complex. One of the other constitutional 

ases for the limitation of liability ak ram is the bankruptcy. power 
of the United States for itis impro able that any firm could survive 
claims against it of $500 million, over and above the insurance which 
ight be available, 
ction 2 modifies the clause in the section of the Atomic Energy 
Act of 1954 relating to the conditions which are attached to the license 
for special nuclear material. Up to now, this clause required the 
licensee to hold the United States harmless from the use of the special 
nuclear material. Now there has been an exception written into the 
clause with respect to those portions of this bill, whereby the United 
States agrees to indemnify the licensee and permit. limitation of li- 
ability proceedings. The exception was written in this manner since 
the provisions of the bill with respect to indemnity have a 10-year 
period of operation at this time. _ It was not intended by the language 
of this exception that the licensee would have to onenpiate the limita- 
tion and indemnification of liability proceedings before. this section 


lied. 
pin HS 3. of the bill adds four definitions to the Atomic Energy Act 
of 1954. These definitions are important solely to the substantive 
BERAROD, of “5 aap Bide, drafting: of the ¥ is macs ae 
easier ese definitions whi it the use of single phrases 
to be a for long complex eae 


The first definition is. of ‘financial protection’ which is defined to 
mean the ability to respond in damages for, public, liability. 
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The second definition is of “public liability” as it is used in the 
definition of financial protection and elsewhere in the statute. It 
means a —_ liability arising out of, or resulting from, a nuclear 
incident. This definition has two exceptions. . The first is to claims 
under State or Federal workmen’s compensation acts where mT om 
are employed in connection with the activity where the nuclear in- 
cident occurred. It is the thought that the insurance carriers who 
pay workmen’s compensation for this group of personnel know and 
understand the risks which they are taking and charge accordingly. 
Therefore, any claims which are paid out for these personnel by the 
carriers should not properly be made claims for which the Government 
provides indemnification. For those employees who are not employed 
in connection with the activity, the workmen’s compensation premium 
does not include any charge for this protection. The premium for 
the workmen not employed at the activity is not calculated on the 
possibility of any nuclear explosion. Therefore, there is a real and 
fair basis for permitting the carriers for these employees to have 
their claims included in the claims to be indemnified. Thus, if a 
licensee has employees who are working in connection with the activity 
and there should be a runaway reactor, the employees who are 
working on the reactor project would not have their workmen’s 
pee pe claims subrogated for payment out of the indemnity 
fund. However, the employees of the same company which are not 
working on the activity may even be in another town and would have 
the workmen’s compansation claims made payable out of the in- 
demnity moneys. In this definition the phrase “State or Federal 
Workman’s Compensation Act” is intended to be descriptive and 
not limiting and includes any law similar to the compensation acts, 
such as the occupational disease acts and also any special legislation 
which may be enacted in the future for the protection of employees 
who are exp )sed to radiation. The suggestion which was contained 
in the draft legislation of the Commission that willful damages be 
excluded was not accepted since the damage to the public is the same, 
whether caused by any means—willful or nonwillful. However, the 
circumstances surrounding any nuclear incident, including the will- 
fulness, would certainly be grounds for examining and possibly sus- 
pending the operations under the license. ' 

The second exception in the definition of “public lability” is for 
oo to property of persons indemnified which is located at the 
site of, and used in connection with, the activity where the incident 
occurs. If there is a reactor incident, there would be no claim for 
the damages to the reactor which could be included in the indemnifica- 
tion of the Government. However, if the same organization owned 
property, for instance in another town, for which nuclear insurance 
would not be expected, that property could be included in the property 
to which the indemnity would be applied. Basically, however, this 
exception was included because it was brought to the attention of the 
Joint Committee that even a small research reactor might be located 
on the campus of a university—if the Commission found such a loca- 
tion to be safe—and there would be no way in which that educational 
institution could obtain atomic insurance on all the rest of its buildings. 
This is designed to afford protection for that kind of Property. 

The definition of ‘nuclear incident” is designed to protect the public 
against any form of damage arising from the special dangerous proper- 
ties of the materials used in the atomic energy program. It includes 
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any damage which may result from any hazardous property of source, 
special nuclear, or byproduct seaeuald It includes bodily injury or 
death, loss of or damage to property, and loss of use of property. 
While most incidents will be happenings which can be pinpointed in 
time—such as a runaway reactor or an inadvertment exposure to 
radiation—it was not thought that an incident would necessarily have 
to occur within any relatively short period of time. For instance, the 
steady exposure to radiation, such as from an undetected leak of radio- 
active materials from a storage bin, could constitute an incident. The 
occurrence which is the subject of this definition is that event at the 
site of the licensed meng or activity for which the Commission has 
entered into a contract, which may cause damage, rather than the site 
where the damage may perhaps be caused. This site must be within 
the United States. If there is anything from the licensed activit 
which causes injury abroad or if there is any activity abroad whic 
causes further injury in the United States the situation will require 
further investigation by the Congress at that time. 

The definition “person indemnified” means more than just the per- 
son with whom the indemnity agreement is executed. In the case of 
license this agreement will be executed with the licensee. Where the 
Commission and a contractor decide to take advantage of the pro- 
visions of this act, an indemnity agreement will be executed with the 
prime contractor. The phrase “person indemnified” also covers any 
other persons who may be liable. For a licensee for a reactor, this 
would mean in addition to the licensee that the indemnification ex- 
tends to such persons as the subcontractors of the licensee, includin 
those responsible for the design and construction of the reactor <— 
the supplying of parts. However, it is not meant to be limited solely 
to those who may be found liable due to their contractual relationship 
with the licensee. In the hearings, the question of protecting the 
public was raised where some unusual inuldonts such as negligence in 
maintaining an airplane motor, should cause an airplane to crash into 
a reactor and thereby cause damage to the public. Under this bill 
the public is protected and the pov company can also take advant- 
age of the indemnification and other proceedings. 

One point mentioned several times in the Grewiies related to the 
possible liability of a carrier transporting spent fuel elements from a 
reactor to a processing plant. If such a company, whether through 
negligence or otherwise, should have an accident which would spill 
the radioactive materials into a stream, this bill would afford protec- 
tion to the public and to the carrier, even though the carrier is not re- 
quired to be a licensee under the Atomic Energy Act of 1954. How- 
ever, those transmitting the material are required to be licensees and 
to see that appropriate safety measures are taken during the shipment. 
The Atomic Energy Commission has had extensive experience in ship- 
ping radioactive materials. back and forth across the country without 
any of these possible incidents having yet occurred. Having the 

eement run to the benefit of any other person who may be Tiable 


will parallel the policies which the insurance companies are planning 
to issue. They, too, will be entered into with the licensee or prime 
contractor and will run for the benefit of any other person who may be 
liable. This method of approach was suggested by the insurance com- 
panies since they did not want to have a pyramiding of insurance at a 
reactor. This pyramiding could result from having each of the design- 














<A REN ARI a ERA Wma Oe 


10 § AMEND ATOMIC ENERGY ACT OF 1954, AS AMENDED 


ers, owners, contractors, and others interested in the reactor taking 
out separate policies of insurance. 

Section 170 of the Atomic Energy Act is added as a new section. 
Subsection a. makes the providing of financial protection and the 
signing of an indemnity agreement a condition of each license under 
section 103 and 104 and each construction permit under section 185. 
Section 103 licenses are for reactors which are found to be of practical 
value and section 104 licenses are for research and demonstration re- 
actors. In addition, the Commission is given the option of requiring 
financial protection for any license issued under section 53, 63, or 81. 
Section 53 permits the licensing of special nuclear material; section 63 
— licensing of source material; section 81 permits licensing of 

yproducts material. It is not expected that ordinarily the Com- 
mission will use the authority given it with respect to these latter 
three types of materials. However, there may be rare instances in 
which the licensee, without at the same time being a licensee of a facil- 
ity, may have such large quantities of materials or such quantities of 
especially dangerous or hazardous materials as to warrant the imposi- 
tion of the provisions of this bill. (This authority is in addition to the 
authority given to the Commission in sec. 182 which permits the 
Commission to find that any applicant for a license is financially 
qualified to undertake the purposes of the license.) 

The Commission is given discretion as to the manner in which the 
financial protection may be afforded. Such protection may come from 
private insurance, private contractual indemnities, self-insurance or 
other proofs of financial responsibility, including cash, other assets, 
bonds, ete. It could be a combination of these items. Where finan- 
cial responsibility is required under the provisions of this section for 
the protection of the public, it is a condition of the license that the 
licensee execute and keep in force the agreement of indemnification 
under subsection 170 c. The maintenance of the financial protection 
is also a condition of the license. Under this subsection the Com- 
mission is given authority to require that an applicant waive any 
immunity it may have conferred by Federal or State law. If a college 
or university, for instance, which is owned by a State should want. to 
have a reactor, it may be required to shed its immunity as.a part of 
the State sovereignty to suit by the public. This authority is not 
mandatory but is permissive, since there may be other courses of 
action which may be as satisfactory in seeing that the public is pro- 
tected. This will give the Commission authority to work out such 
arrangements. While there is reference to a construction permit in 
this particular phrase, the word “license” as used in the balance of 
the bill includes the word “construction permit” in accordance with 
the last sentence of section 185 of the Atomic Energy Act of 1954 
which reads: i 


For all other purposes of this Act, a construction permit is 
deemed to be a “license.” , 


Subparagraph b. sets the maximum amount. of protection which 
the Commission might require at. the amount of private insurance 
available from private sources. .The Commission is authorized to 
set lesser amounts. of financial protection which is required, based 
on such items as the cost and terms of the private insurance, the type, 
size, and location of the facility and, piher factors. pertaining to. the 
hazard and the nature and purpose of the facility. Thus, if there is 
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$65 million available as insurance on a 100,000-kilowatt reactor, a 
5,000-kilowatt reactor might not be required to furnish financial 
protection equal to the full amount of the $65 million. Also, if there 
13° $65 million available for a reactor which is located in a relatively 
little populated area of the country, the Commission might find that 
a reactor located in a completely « mint of the country need not 
require as much financial protection. lf the Commission wants to 
ee a university to do research work, it might require less 
financial protection as an inducement to having the research work 
carried on. However, it is expected that the Commission would 
arrive at the criteria by regulation so that, as closely as possible, 
persons engaged in similar enterprises are treated alike. Thus, if a 
publie or cooperative body wanted to build a large size reactor for the 
production of power, it would have to meet the same requirements 
for financial protection as a private company. ‘One point of caution 
should be mentioned. The reference to the cost of insurance in this 
subsection is not intended to encourage the Commission to undercut 

the amounts of private insurance provided at reasonable rates. Since 
the program is so new, and no rates are yet established the Commission 
must be in a position to set the amount of financial protection 
required at an amount lower than amount of private insurance offered 
if the rates appear high and all other factors indicate a lower amount 
is appropriate. Instead, it is merely to give the Commission a 
chance to look at the economics of the operation of the particular 
kind of reactor in deciding the amount of financial protection which 
may be required. 

The authority given the Commission by this section to gage the 
hazards of a possible activity from the protection point of view, is 
not intended to exclude in any way or to supersede the power of the 
Commission under the other authorities in the Atomic Energy Act 
to establish safe operating conditions and safe operating localities 
for the reactors. The obligations on the Commission under these other 
powers continue unabated. 

Subsection ec. requires the signing of an indemnification agreement 
with those persons who are required to establish financial protection 
under subsection d. The requirement of financial protection can be 
made applicable to licenses issued from August 30, 1954—the date of 
signing the Atomic Energy Act of 1954—and August 1, 1966—about 
10 years after the expected effective date of the bill. In view of the 
provisions in section 187 of the Atomic Energy Act of 1954, maki 
all licenses subject to later amendment of the act, there is no ne 
to incorporate lendahoe here amending the licenses where this finan- 
cial protection may be required. Under these agreements the Com- 
mission will agree to indemnify the licensee for damages arising from 
nuclear ineidents which: are in excess of the financial protection. 
However, the limit of the Commission’s responsibility under these 
agreements is to be $500 million. This limit could be subject to 
upward revision by the Congress in the event. of any one particular 
incident in which, after further congressional study, the Congress 
felt more appropriations would be in order. This limit of $500 million 
is for each incident and it is to cover the incident occurring during 
the period of the license, for those who design and make parts for a 
reactor may have rs ee in those activities before any licenses 
may have been iss If ithey are found to be liable because of 
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nuclear incidents occurring during the pericd of the license, the in- 
terests of the public and of these contributors are well protected 
under this bill. This protection covers those persons who suppl 
standard items of equipment as well as those who may supply special- 
ized items to the same extent. The use of phrases qualifying the terms 
“nuclear incidents” in this subsection, as in others, is not intended in 
= — to change the definition given to that phrase in section 3 of 
the bill. 

Subsection d. authorizes the Commission to treat with its own 
contractors in the same way it can treat with licensees under the 
provisions of this bill. This authority is in addition to any other 
authority which the Commission already has and under which the 
Commission has entered into the indemnity clauses such as were set 
out in the testimony of the General Counsel of the Commission. In 
this subsection, however, the Commission is allotted discretion as to 
the amount of financial protection which may be required of its con- 
tractors before the $500 million guaranteed indemnity attaches. This 
authority is to be available for any type of contract which the Com- 
mission may enter into, as well as to contracts and projects which 
the Commission may enter into jointly with other agencies of the 
government. The joint contracts and projects are usually with one 
of the armed services or with the Department of Defense. Such 
projects have in the past included development of submarine reactors 
and the development of reactors for the propulsion of airplanes. 
Although the matter was raised, it was not deemed appropriate at this 
time to include protection for the prime contractors of the Department 
of Defense alone in this bill: ‘This is a problem which has substantial 
differences and should be resolved only after further and full investiga- 
tion of the scope of the operations. All other agencies of the Govern- 
ment will be licensees of the AEC and therefore will have their opera- 
tions protected by this bill. As in subsection c., the $500 mullion 
limitation on the Government’s agreement to indemnify can be 
increased by special congressional action for any particular nuclear 
incident if it is ever found to be desirable. 

Subsection e. limits the liability of the persons indemnified for each 
nuclear incident to $500 million, together with the amount of financial 
protection required, and any other sums made available by the Com- 
mission as additional indemnification. In order to provide a frame- 
work for establishing this liritation of liability, the Commission or 
any person indemnified is permitted to apply to the appropriate 
District Court of the United States which ies venue in bankruptcy 
matters over the site of the nuclear incident. Again it should be 
pointed out that the site is where the occurrence takes place which 
gives rise to the liability, not the place where the damage may be 
caused. The district court is authorized to issue orders declaring 
the liability limited and staying the payment of claims and the exe- 
eution of court judgments. By this procedure the right of the State 
courts to establish the liability of the pose involved in the normal 
way is maintained, but the payment of those liabilities can be stayed. 


This will permit a payment to all persons who suffer damage on a 
prorated basis and it will not permit full payment to the first claimants 
with no payment to the last claimants. In order to alleviate the 
financial losses of those who may have incurred damages, the court is 
permitted to order partial payments. Since it is possible that there 
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may be damages which are not discovered for a period of years, and 
on the basis of such scientific evidence as may be available to it, the 
court is authorized to set aside a portion of the funds available to cover 
. such later claims. 

Subsection f. establishes the charges for reactors which have been 
proven to be of commercial value uader section 103 at $30 per year 
per thousand kilowatts of thermal energy capacity. The thermal 
energy capacity is a rough indication of the amount of special nuclear 
material which is put into the reactor and is therefore a rough guide 
to the amount of hazard involved in operating a reactor. For the 
research and development reactors which can be licensed under section 
104, the Commission is authorized to charge less than $30 per year 
for the indemnity. This reduction is permitted because some research 
and development reactors do not involve the hazards that the section 
103 reactors would entail. It is also authorized because the policy 
of the Commission may be to encourage research and development 
work by having the Commission render these indemnification services 
without charge—or at a reduced charge—to those engaged in the re- 
search and development work. The Commission is also authorized 
to make a lesser charge for an indemnity granted under the construc- 
tion permit since the hazards in building a reactor are not as great as 
those hazards which accompany the operation of a reactor. 

Subsection g. requires the Commission to use to the greatest extent 
practicable the facilities and services of private insurance companies 
and insurance adjustment organizations. Under the bill, as drafted, 
these organizations could provide real services to the Commission 
without requiring the Commission to build up an organization of its 
own. The brokers who give advice to the persons indemnified and 
provide services in connection with the financial protection would, of 
course, be agents of those persons and not of the Government. The 
brokers can look to the persons indemnified for their fee. 

Subsection h. contains some of the clauses which it was felt the 
Commission should have in its agreements for indemnification. In 
addition to giving the Commission specific authority to write the 
indemnification agreements with clauses that it deems appropriate, 
the Commission is required to collaborate with the person indemnified 
if it seems probable that the United States will be required to make 
indemnity payments. The Commission may be permitted to appear 
in any action through the Attorney General and is given final authority 
on behalf of the United States to settle a claim on a fair and reasonable 
basis. This latter authority is put into this bill so that the Commission 
need not be bound by legal technicalities, such as rules of legal proof 
in @ situation in which the courts have not yet had a chance to estab- 
lish new rules for new problems arising from radiation. This authority 
is also given to the Commission so that its settlements need not be 
required to pass through technical governmental accounting pro- 
cedures before payment. In addition, this authority is given to the 
Commission so it need not wait for an action to go to final judgment 
but. can be settled when it seems fair and reasonable. In giving the 
Commission additional authority to include reasonable expenses to 
the person indemnified, it is expected that such expenses could include 
reasonable attorney’s fees incurred by the person indemnified. 

_ Subsection i, requires the Commission to make a survey in any 
incident where it appears likely that indemnity payments will be 
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;made under, the bill.. This survey is an.aid to the Congress, in estab- 
lishing the causes of a nuclear incident., It is an aid to, the parties in 
any.action where it is unlikely that the public would be able to obtain 
the full amount of sealadeat, information which might be required. 
These reports are required to be made public except to the extent that 
they.contain classified information, In addition, the Commission is 
required to report every 3 years to the Joint Committee on the opera- 
tions of this bill, 

Subsection j. permits the Commission to enter into an indemnit 
contract in nee of appropriations and without advertising. It 
makes the appropriations to the Commission available for payment 
under the indemnity agreements. In order to obtain emergency 
financing, the Commission is authorized to borrow $50 million from 
the Secretary of the Treasury. 


Cuanaes in Existing Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
ae this report are shown as follows (new matter is printed in 
italies): 


A BILL To amend the Atomie Energy Act of 1954, as amended, and for other 
purposes 
Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 2 of the Atomic 
Energy Act of 1954, as ameaded, is amended by adding a new subsec- 
tion to read as follows: 


“¢. In order to protect the public and to encourage the development 
of the aiomic energy industry, in the interest of the general welfare 
and of the common defense and security, the United States may make 
funds available for a portion of the damages suffered by the public 
from nuclear incidents, and may limit the liability of those persons 
liable for such losses.” 


Sue. 2. Subsection 53 e. (8) of the Atomic Energy Act of 1954, as 
amended, is amended to read as follows: 


“(8) except to this extent that the indemnification and limitation 
of liability provisions of section 170 apply, the licensee will hold the 
United States and the Commission haviilnas from any damages 
resulting from the use or possession of special nuclear material 
by the licensee.” 


Sxc. 3. Section 11 of the Atomic Energy Act of 1954, as amended, 
is amended by adding thereto the following new subsections, and 
redesignating the other subsections accordingly: 


“9. The term ‘financial protection’ means the ability to respond in 
damages for public liability.” 

“t. The term ‘public liability’ means any legal liability arising 
out of or resulting from a nuclear incident, except claims under 
State or Federal Workmen’s Compensation Acts of employees of 
persons indemnified who are employed in connection with the 
activity where the nuclear incident occurs, and except claims for 
damage to property of persons indemnified which is located at the 
site of and use in connection with the activity where the nuclear 
incident occurs.”’ 
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_ “n. The term ‘nuclear incident’ pee oR RRR et 
United States causing bodily injury or death, or loss of or srring 
property, or or for loss of use of property arising out of or r 
from the radioactive, toric, explosive, or other hazardous properties 
a special nuclear, or product material. ie 

term ‘person 4 nified’ means the person with whom 


= indemnity agreement is executed and any other person who may be 
ia 


Sec. 4. The Atomic Energy Act of 1954, as amended, is amended 


by adding thereto a new section, with the appropriate amendment to 
the table of contents: 


“Sec. 170. INDEMNIFICATION AND LIMITATION OF LIABILITY.— 


“a, Each license issued under section 108 or 104 and each con- 
struction permit issued under section 185 shall, and each license 
issued under section 53, 63 or 81 may, have as a condition of the 
license a requirement that the licensee have financial protection of 
such type and in such amounts as the Commission shall require in 
accordance with subsection 170 b. to cover public liability claims. 
Such financial protection may include private insurance, private 
contractual indemnities, self insurance, other proof of io 
responsibility, or a combination of such measures. 
financial protection is required, it shall be a further condition « , 
the license that the licensee execute and maintain an indemnification 
agreement in accordance with subsection 170:c. The Commission 
may require, as a further condition of isswing a license, that an 
— waive any immunity from publie lability conferred by 


“b. The amou nt of Jinancial protection a shall not exceed 
the amount of liability insurance available from private sources. 
The Commission shall establish criteria in writing for the determi- 
nation of the amount of financial protection to be required, taking 
pcm rec genre pr ine a 1) the cost and 
terms of private insurance, (2) the type, st location of the 
— and other factors pertaining to Resend and (8) the nature 


nha Se of the oon kal, 

Commission s with respect to licenses issued between 
Pcs 80, 1954, and August 1, 1966, for which it = meas financial 
protection, agree to indemnify ‘and hold harmless licensee and 
other persons indemnified (other than a Government agency), as their 
interest may appear, from public liability claims arising from 
nuclear inevdents which are in excess of the amount of financial 
protection required, but not to exceed $500,000,000 in the aggregate 
for all persons indemnified in connection with each license and for 
each nuclear incident. Such a contract of indemnification shall 
cover public liability claims arising from nuclear incidents occurring 
during the period of the license. 

“‘d. In addition to any other authority the Commission may have, 
the Commission is authorized until August 1, 1966, to enter into 
Sr ptaion of poseon eb fk for the construc- 

ion of production or utilization fi or research 
CX oe for the benefit of the United States. In such 
Soloneniar nification the Commission may require its con- 
tractor to provide financial protection of such a type and in such 
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amounts as the Commission shall determine to be appropriate to 
cover public liability claims arising from nuclear incidents occurring 
during the period of the contract and to indemnify the persons in- 
demnified against such claims above the amount of the financial 
protection required, but not in excess of $500,000,000 in the aggre 
for all persons indemnified in connection with such contract and for 
each nuclear incident. Such agreements may be applicable to 
lump sum as well as cost one — and to contracts and projects 
financed in whole or in poss te. Commission. 

“e. The aggregate liability for a single nuclear incident of persons 
indemnified shall not exceed the sum of $500,000,000 together with 
the amount of financial protection required and any other sums which 
may be made available by the Congress as additional indemnification. 
The Commission or any person indemnified may apply to the 
appropriate district court of the United States having venue in 
bankruptey matters over the location of the nuclear incident, and 
upon a showing that the public liability from a_ single nuclear 
incident will probably exceed the limit of iabilit = peta by this 
section, shall be entitled to such orders as may e for 
enforcement of the provisions of this section, including an order 
limiting the liability of the persons indemnified, orders aoe ond 
payment of claims and the execution of court judgments, order 
apportioning the payments to be made to claimants, orders panthitting g 
partial payments to be made before final determination of the total 
claims, and an order setting aside a part of the funds available for 
possible latent injuries not discovered until a later time. 

“f. The Commission is authorized to charge for the age os Boos 
demnification given by subsection c. of this section. rge 
shall be $30 acsisnandigsomied Muncmneay laaresel energy 

a for facilities licensed under section 103. For facilites 
under section 104, and for construction permits under sec- 
no 185, the Commission 1s authorized to reduce the charge set 


forth above. The Commission shall establish criteria in writing for 


determination of the charge to be made for facilities licensed under 
section 104, ing into consideration such factors as (1) the type, 
size, and location of facility involved, and other factors pertaining to 
hazard, and (2) the nature and purpose of the facility. For other 


licenses the Commission shall make nominal charges as it 
propriate. 
eon ee administering the provisions of this section, the Commis- 


sion. 9 alt use, to the maximum extent practicable, the facilities and 
services of private insurance companies and insurance adjustment 
organizations, and the Commission may contract to pay a reasonable 
compensation for such services. Any contract under the pro- 
visions of this subsection may be made without regard to the provi- 
sions of section 3709 of the Revised Statutes, as amended, upon a 
showing by the Commission that advertising is not reasonably 
practicable, and advance pa 20 ali Be E5 ath oo 

“h. The agreement of i eatin may contain auch terms 
the Commission deems ap to carry out the purposes of this 
Act. Such agreement provide that, when the Commission makes 
a determination that the United States wit probably be required to 
make indemnity payments under this the Commission shall 
collaborate with any person indemnified and may approve the pay- 
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ment of any claim, appear through the Attorney General on behalf of 
the person indemnified, take charge of such action, and settle or defend 
any such action. The Commission shall have final authority on 
behalf of the United States to settle or approve the settlement of any 
such claim on a fair and reasonable basis with due regard for the pur- 
poses of this Act. Such settlement include reasonable expenses 
wn connection with the claim incurred: by the person indemnified. 

“{, After any nuclear incident which will probably require pay- 
ments by the United States under this section, the Commission shall 
make a survey of the causes and extent of damage which shall forth- 
with be reported to the Joint Committee. Except as forbidden by the 
provisions of chapter 12 of this Act or any other law or executive 
order, such reports shall also be made available to the patie. to the 
parties involved and to the courts. The Commission shall report to 
the Joint Commitiee by April 1, 1957, and every three years there- 
after on the operations u this section. 

“9, In administering the provisions of this section, the Commission 
may make contracts in advance of A ear iggy and ineur obliga- 
vions without regard to section 3679 of the Revised Statutes, as 
amended, Any gt wap resently or hereafter made available 
to the Commission shall be avai or the payment of obligations 
tel indemnity GREEN 8 into Pl this neenen. In 

to prrane emergency and tem neing U: 18 sec- 

tion in event of a nuclear getdate por which it seems probable 
that the Commission will be required to make any payments under 
the terms of this section, the Commission is a ized to issue to 
the Secretary of the Treasury, from time to time, notes or other 
obligations in amount not exceeding, 50,000,000 outstanding at any 
one time.. Such notes or other obligations shall contain such terms 
roa rong 9 6 os may be oat oe by oe (peer and the 
ecretary 0 reasury. ecretary 0 reasury 1s au- 
thorized and directed to hase any notes or other obligations fo the 
Commission to be is hereunder and for such purposes the Secre- 


tary of the Tr is authorized to use as a ic debt transaction 
the proceeds from the sales of any securities issued under the Second 
Liberty Bond Act, as a: 


, and the purposes for which securities 
may be issued under such Act, as PaaS pt extended to include 


any purchase of such notes or obligations. _All redemptions, and 
Liees by the Secretary of the Treasury of such obligations shall 
e treated as public debt transactions of the United States.” 














SEPARATE VIEWS OF REPRESENTATIVE 
HOLIFIELD 


I am opposed to the pending bill which authorizes Government 
liability on atomic reactors. 

Atomic power reactors are in the experimental stage. The history 
of experimental reactor operations is very limited. Government- 
‘owned reactors have been operated under the urgency of nuclear 
weapon production for national protection. Unknown risks have 
therefore been assumed by the Government. 

Reactors have been located in sparsely settled areas—away from 
great centers of population. The Government assumed all respon- 
sibility for operation of reactors and location of reactors. Public 
liability for a blowup, meltdown, or leakage of reactors was and is a 
Government responsibility today in Government facilities. 

Neither the AEC nor the private insurance companies bave been 
able to compute on the basis of recorded reactor operation a mathe- 
matical formula or table of probable risk for possible reactor blowups, 
meltdowns, or leakages which might poison surrounding areas with 
lethal radioactivity. 

While there has been accidental leakage as a result of partial melting 
of uranium fuel rods there has not been any significant contamination 
of nearby areas. Such recorded events have occurred to small experi- 
mental type reactors of a size many times smaller than the large 
power reactors now being designed for the power demonstration pro- 
grams of the utility groups. 

Larger reactors necessarily involve the risk of large accidents and 
larger areas of contamination. 

hese larger power reactors are being located or planned to be 
located near large centers of population. 

The private insurance companies refuse to insure public liability 
for over $65 million for each reactor. They have not as yet set a 
price on their premiums. 

Under this bill the Government assumes the public liability risk, 
over the private insurance risks, up to a maximum of $500 million 
on one reactor incident. The Government for this risk assumption 
charges $30 per 1,000 thermal kilowatt capacity annually or $3,000 
annual premium for a 25,000 electrical kilowatt capacity plant. 

For a $3,000 annual premium the Government assumes a minimum 
public liability of $500 million per reactor, If the utilities are not re- 

uired by AEC to take out the maximum coverage of $65 million, the 
Govetsiaant must assume additional millions of liability to fill the gap. 

Why do the hardheaded insurance companies decline to place full 
coverage public liability policies on atomic reactors? 

This is a very simple explanation: 

(1) They have not been able to assess the percentage of risk in- 
volved in atomic-reactor operation. They have access to the best 
engineers, scientists, physicists, and even UNIVAC, but too many 
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intangibles are involved in this new and unknown risk to enable them 
to operate on a known tat.e of probable risk. 

(2) They do know that if a large power reactor runs wild and a 
major meltdown occurs the total loss of life, injury to survivors, and 
property damage would involve dollar claims of such a magnitude 
that any private insurance company or group of such companies 
would be forced into bankruptcy. 

AEC Commissioner Libby’s testimony based on his scientific back- 

und of radiation knowledge and access to all available data can 

e found in the hearings. He uses the following example of probable 
contamination based on accidental release of 1 percent of the fission 
products from a small 2,500 electrical kilowatt reactor: 


* * * in an area of 1 to 5 square miles, crops would 
probably be unfit for use, within this same area perhaps 
one-half square mile would have to be temporarily evacuated, 
perhaps 50 to 100 acres would be unusable for about 2 years 
without thorough decontamination; and im addition, of 
course, there might be a few acres near the site which 
would be more heavily contaminated. For higher power re- 
actors, these figures would be increased nearly propor- 
prisragy Of course, larger releases than 1 percent could con- 
ceivably occur though the probability or possibility of any 
release depends strongly on the reactor design and the type 
of containment. 

These estimates are merely orders of magnitude and 
would be influenced by local conditions of terrain, wind 
patterns, and nature of the surfaces. Personnel con- 
tamination might also occur within these areas, with the 
result that immediate decontamination would be necessary 
to prevent injury from the beta radiations. ' 

ce the area has been contaminated, the intensity of 
radiation will decrease by two mechanisms: (1) by normal 
radioactive decay and (2) by weathering and possible in- 
corporation into the topsoil. Gamma dosage rates at several 
feet above the ground will decrease to the maximum permis- 
sible whole body dosage of 300 mr/week in about 5 years for 
an initial contamination of 5 millicurie per square foot of 
surface area; in about 2 years for an initial contamination 
of 2 millicurie per square foot area; and in about 1 year for 
the 0.5 millicurie per square foot area.’ The specific times 
required will be dependent upon the weathering and upon 
the time of irradiation of fuel elements. 

Rainfall during the escape of fission products would change 
these estimates sinee the rate of local deposition would 
increased and the areas immediately surrounding the plant 
would be subjected to much higher contamination levels, 
This, of course,» would increase the probability of severe 
damage close in'but would decrease the damage farther out, 
with a reduction of the total area involved. 

Contamination of bodies of water could: occur both b 
direct fallout and by secondary leaching of the: materials 
from the land into the streams. Direct fallout could, render 
bodies of water reasonably close to the ‘reactor. unfit for 
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use until the material was carried away. However, leachin 
into the stream is slow enough to cause little trouble althoug 
monitoring downstream is aivieiie. 

Let us consider the possibility of a radioactive cloud of 
fission products passing over a stream during a rainfall. 
Severe contamination could result depending upon the rate 
of rainfall and the stream flow characteristics. Of more 
concern, in at least some cases, is the possibility of the 
escape of reactor coolant containing a significant quantity of 
fission products. Such a mishap could result in a fairly la 
volume of contaminated water, depending in upon the 
flow characteristics of the stream. This could cause severe 
downstream, contamination of water-treating plants or 
other equipment. 

Worst possible damage estimates: In estimating the 
maximum possible cost of a major reactor failure, one can 
assume the very unlikely total release of all the fission 
products instead of the possible 1 percent discussed above. 

If one assumes (a) that property contaminated to the point 
where it would be unusable for more than 2 years (i. e., above 
2 millicurie per square foot would have to be retired from pro- 
ductive use and the owner compensated for the loss of his fand 
at full market value, (5) that property contaminated to the 
point where it would be unusable for 2 years or less would 
require reimbursement to the extent of about 10 percent of 
the market value, and (c) that the first. year’s crops on 
slightly contaminated land would not be offered for sale and 
the owner would be reimbursed therefor, but not for subse- 
quent crops on the same land, then using certain figures from 
the Census Bureau for the value of urban and rural land 
and crop together with the assumptions just given, we esti- 
mate a range of worst. possible property damage as follows: 

(a) for a 10,000 thermal kilowatt reactor, from $5 to 
$24 million; 

(6) for a 100,000, thermal kilowatt reactor, from $50 
to $200 million. 

Larger reactors would involve the possibility of larger 
amounts of damage. This, I want to emphasize, is based 
on the worst possible case—explosive rupture of the core 
of the reactor and complete release of all the accumulated 
fission products after 100 days of operation at. full power. 


This estimate of radiation damage, I emphasize, is based on a 
small 2,500 electrical kilowatt capacity plant. As a comparison 
the Potomac Electric Power Co. plant ted about 2% miles from 
the Capitol is rated at 270,000 electrical kilowatt capacity. (This 
plant serves only a part of Washin , D.C.) 

Multiply Dr. Libby’s estimated damage of a small plant by the 
size of a large plant such as Pepco and then multiply that factor 
by a 25 or 50 percent release of contamination ins of a 1 percent 
release and — can realize why the private insurance companies 
cannot afford to gamble their assets against an unknown but potential 
hazard which almost defines the imagination. 

An aye vote on 84112 and H. R. 12050 means you are willing to 
take the gamble, not just with dollar liability but with hun of 
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thousands of human lives in every urban center, where these atomic 
reactors will be placed and where they may blow up, melt down, or 
leak deadly gas, liquids, or finely divided particles into the nearby 
cities. 

An aye vote means that you are helping to place these potential 
hazards near your people and add to their peacetime nuclear hazard. 
The potential increased radiation hazard of wage or enem 
bombing in case of war is a potential danger which is ignored, 
although it could be a terrible added factor of radioactive’ contamina- 
tion in case of war. 

Multiple building of atomic power reactors which are highly uneco- 
nomic at this period of their etn age presents many nr hazards 
not only to people living near the reactors but possibly to those 
hundreds of miles away. 

A few examples: Accidents which might occur in transporting the 
used fuel elements from the reactor site to the reprocessing plant 
hundreds of miles distant from most large cities. 

Disposal of deadly radioactive waste both liquid and solid. 

Gaseous emissions from.reactor ventilating stacks (in event of core 


_ melting) which winds may carry many miles. 


CONCLUSION 


I am not against progress in the reactor building art. I believe 
that it is premature in the present state of the art to take blind risks 
with human lives before we acquire more knowledge and operating 
“poe in this new and potentially dangerous art. 

believe that the quickest and safest way to progress is to build 
reactors at present Government-owned isolated sites, under strict 
supervision of experienced technicians, under strict safety precautions, 
under Government supervision and where direct Government respon- 
sibility is exercised. Such a program would obviate the necessity 
for this type of legislation. 

I would have no real objection to private industry participating at 
+ etd aati are sites during this critical experimental stage of 
the art. 


Cuer Ho.irFievp. 
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Mr. Enexs, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 9904) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 9904) to provide vocational training for adult 
Indians, having considered the same, report favorably thereoa without 
amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 9904, introduced by Congressman Edmondson 
of Oklahoma, is to provide vocational training primarily for Indians 
between the ages of 18 to 35 years and who live on or near reservations 
or in areas of substantial Indian land allotments. H. R. 9446 and 
H. R. 10086, bills similar to H. R. 9904, were introduced by Con- 
gressmen Berry and Udall, respectively, and were considered con- 
currently with this legislation. 

The program envisaged by the committee members and to be 
effected by H. R. 9904 will embrace institutional instruction in a trade 
or vocation, apprenticeship, or on-the-job her « for periods up to 
24 months, and may sarade transportation and subsistence during the 
course of training. 

H. R. 9904 authorizes an appropriation of $3,500,000 for the 
purposes of the act, of which not more than $500,000 may be used for 
administrative purposes. It is believed that ee ease 1,500 
Indians per year may be provided training under this legislation. Of 


the approximately 300,000 Indians living on or near reservations, 

possibly one-fifth are potential trainees under this proposed program. 

he bill authorizes the Secretary of the Interior to enter into contracts 

or agreements with any local governmental or private organization to 

provide the vocational training. The Bureau of Indian Affairs does 

not anticipate the operation of training schools but will provide the 
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necessary counseling and guidance services through the employment 
of or contracting for additional personnel. 

The committee members believe the training program will have a 
twofold purpose. First, it should stimulate industries to locate near 
Indian reservations and secondly, it should be of great value in pre- 
paring and orienting participants in the Indian relocation program. 
Although this relocation program is of recent creation, it appears 
obvious that since the marginal reservations cannot —— their 

wing populations, it is imperative that some of the tribal members 
Ce-caumuneel with vocational skills which will encourage them to seek 
employment elsewhere. Certain industries, such as the jewel-bearing 

lant near the Turtle Mountain Reservation in North Dakota, can 
attracted to Indian communities but the bulk of employment will 
inevitably be obtained in. the larger population centers.. 

This large-scale adult Indian vocational training program will be a 
new departure for the Bureau of Indian Affairs. During the past 
year the Bureau has conducted an adult vocational training program 
for several Indian groups over which Federal supervision is in the 
process of being terminated. Except for this limited program and the 
work done by the Civilian Conservation Corps between 1933 and 1942, 
few Indians have been beneficiaries of vocational training. During 
the 9-year period of the CCC training, more than 75,000 individual 
Indians were enrolled and on-the-job training was provided in 57 
different vocational trades. Over 8,000 Indian youths were subse- 
quently certified as skilled workmen principally in agriculture and 
mechanical repair work. The experience gained during the past year 
and the success of the CCC program indicate that Indians are qualified 
for, respond to, and benefit substantially from vocational training 
when given opportunities as provided in H. R. 9904. 

H. R. 9904 has the widespread endorsement of Indian tribes and 
organizations. The report of the Department of the Interior dated 
May 18, 1956, is as follows: 


DEPARTMENT OF THE INTERIOR, 
Orrice oF THE SECRETARY, 
Washington, D. C., May 18, 1956. 
Hon. Cratr ENGuz, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enaue: Your committee has requested a report on 
H. R. 9446, H. R. 9904, and H. R. 10086, bills to provide vocational 
training for adult Indians. 

We recommend that one of the bills be enacted. 

The bill authorizes the Secretary of the Interior to undertake « 
program of vocational training that will help adult Indians who live 
on or near reservations to obtain employment. The program includes 
institutional training in a trade or vocation, apprenticeship, and on- 
the-job training, for periods that do not exceed 24 months, as well as 
vocational counseling and guidance. The program may include trans- 
portation and subsistence during the course of training. It is intended 
primarily for Indians between the ages of 18 and 35, and it may be 
undertaken by contract with State or local agencies or persons. An 
appropriation of $3,500,000 per year is authorized, of which not more 
than $500,000 may be used for administrative expenses. 
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Vocational training opportunities for ns who live in rural 
areas are limited, and they are particularly limited for Indians because 
of the isolation of the Indian reservations. A vocational training 
— for this group will be of _— value in connection with the 

epartment’s relocation program use it will enable an increasing 
number of Indians to take advantage of employment opportunities 
that will provide them with more than a bare subsistence living. 
The reservations cannot hope to support the entire population that 
is now living on them, and it is imperative that some of the group 
be equipped to earn their living in other communities. The training 
program will be a worthwhile investment because by making it 
possible for a larger number of Indians to become self-supporting the 
need for special Federal services will be lessened. 

The program should also provide a stimulus for industries to locate 
near Indian reservations. The availability of skilled workers from 
Indian reservations at a time when the Nation is faced with a growing 
—_ of skilled workers will provide an incentive to locate in- 
dustrial enterprises near the reservations, to the mutual advantage 
of the industry and the Indians. 

The $3 million annual appropriation authorized for training will 
provide training for approximately 1,500 Indians per year. This 
will not meet the full need of even a limited group such as the Sioux 
Indians. Of the approximately 300,000 Indians who live on or near 
reservations in the United States about 40,000 are Sioux Indians, 
most of whom live in North and South Dakota. About 22.9 percent of 
the Sioux Indians on reservations in the Dakotas are in the age group 
18 to 35. By applying this percentage to the 40,000 total, we arrive 
at a figure of 9,160 potential Sioux trainees. At the rate of 1,500 
trainees per year it will take approximately 6 years to train the 
present number of potential trainees among the Sioux Indians without 
roviding for persons who will attain the age of 18 during that period. 
‘or the country as a whole, the number of potential trainees is, of 
course, considerably greater. Although the vocational training pro- 
gram proposed is limited in scope, it is nonetheless a constructive step 
forward. 

Persons in the 18 to 35 age group will provide the most suitable 
trainees for the program. ‘There will be a considerable number of 
persons over 35 years of age, however, who will be interested in 
training, and because of the limited number that may be helped it will 
be necessary through vocational counseling and guidance to select 
those persons who will profit most from the program. 

Although the bill authorizes apprenticeship training, the period of 
training under the program is limited to 24 months. The first 2 
years are financially the most difficult for an apprentice, and at the 
end of that period the trainee should have reached a level of earning 
that will provide him with reasonable income to permit him to con- 
tinue without assistance. 

The bill authorizes the Secretary to enter into contracts or agree- 
ments with any local governmental or private organization, and the 
Department expects to utilize them rather than to conduct vocational 
training schools itself. Moreover, the Bureau of Indian Affairs does 
not have an established and trained staff to provide vocational 
counseling or guidance, and the Bureau will also contract for such 
services to the extent possible. As provision is made for transpor- 
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tation to a place of training, the Bureau will utilize training facilities 
located in areas where employment is readily available to assure the 
placement of the trainees upon completion of their p ms. 

. During the past year the Bureau has conducted an adult vocational 
training program for those Indian groups for which Federal responsi- 
bilities are in the process of being terminated. On the basis of that 
experience we believe that the extension of the program to all Indian 
groups as contemplated by the bill would be worthwhile. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 
Sincerely yours, 
Wester A. D’Ewarr, 
Assistant Secretary. of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 9904. 


O 
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Mr. Enate, from the Committee on Interior and Insular Affairs’ 
submitted the following 


REPORT 


[To accompany H. R. 11449] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 11449) to amend section 69 of the Hawaiian 
Organic Act, having considered the same, report favorably thereon 
without amendment and recommend that the fil do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 11449, introduced by Congressman O’Brien 
of New York at the request of the Department of the Interior, is to 
amend section 69 of the Hawaiian Organic Act by deleting language 
which requires the Secretary of the Territory of Hawaii, semiannually, 
to submit to the President copies of the executive proceedings. 

Section 69 of the Hawaiian Organic Act (31 Stat. 141, 154; 48 
U.S. C. sec. 534) prescribes the duties of the Secretary of the Territory 
of Hawaii. Among other duties the Secretary is instructed to trans- 
mit to the President, semiannually, a copy of the executive proceed- 
ings. Inasmuch as experience over a period of years has demonstrated 
that these reports serve no useful purpose and their preparation, serves 
as a burden to the Secretary, the Committee on Interior and Insular 
Affairs recommends the enactment of legislation which will make their 
submission no longer necessary; Further these semiannual reports 
appear to duplicate periodically submitted summary statements made 
by the Territorial officials. — 

The executive communication from the Department of the Interior 
dated May 9, 1956, is as follows: 
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DEPARTMENT OF THE INTERIOR, 
Orrice or THE SECRETARY, 


Washington, D. C., May 9, 19656. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: Enclosed herewith is a draft of proposed 
bill to amend section 69 of the Hawaiian Organic Act. 

We request that this proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

Section 69 of the Hawaiian Organic Act (31 Stat. 141, 154; 48 
U.S. C., see. 534) prescribes the duties of the Secretary of the Territory 
Hawaii. The fourth sentence of that section now provides that the 
Secretary “shall transmit to the President, semiannually, on the Ist 
days of January and July, a copy of the executive proceedings, and 
shall perform such other duties as are prescribed in this chapter or as 
may be required of him by the Legislature of Hawaii.” Our proposed 
amendment would have the effect of deleting that language which 
requires the ating with the President, semiannually, copies of the 
executive proceedings. 

Experience over a period of years has demonstrated that these re- 
ports serve no useful purpose and the requirement in the act merely 
imposes upon the Secretary what appears to be a burden which can 
be lifted without any adverse effect on the efficient administration of 
the affairs of the Territory. For this reason, enactment of the draft 
bill would be desirable. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this proposed legislation to the Congress, 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


A BILL To amend section 69 of the Hawaiian Organic Act 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
the fourth sentence of section 69 of the Hawaiian Organic 
Act (31 Stat. 141, 154; 48 U.S. C., sec. 534) is amended to 
read as follows: 

“He shall perform such other duties as are prescribed in 
os Act or as may be required of him by the Legislature of 

awa.” 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11449. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Section 69 or THE Hawauan Oroanic Act (31 Srar. 141, 154; 
48 U.S. C. 534) 


The Secretary of the Territory of Hawaii shall be appointed by the 
President, by and with the advice and consent of the Senate of the 
United States, and shall be a citizen of the Territory of Hawaii and 
hold his office for four years and until his successor shall be appointed 
and qualified, unless sooner removed by the President. He shall 
rent and preserve all the laws and proceedings of the legislature 
and all acts and proceedings of the governor, and promulgate procla- 
mations of the governor. He shall, within thirty days after the end 
of each session of the legislature, transmit to the President, the 
President of the Senate, and the Speaker of the House of Repre- 
sentatives of the United States one copy each of the laws and journals 
of such session. He [shall transmit to the President, semiannually, 
on the Ist days of January and July, a copy of the executive proceed- 
ings, and] shall perform such other duties as are prescribed in this 
Act or as may be required of him by the Legislature of Hawaii. 

The secretary may, with the approval at te governor, designate 
some other officer of the government of the Territory of Hawaii to 
act as secretary during his temporary absence or — his illness. 
Such designation and approval shall be in writing and shall be filed 
in the office of the governor, and a copy thereof, certified by the gover- 
nor, shall be filed in the office of the Secretary of the Interior of the 
United States. Such person so designated shall, during the temporary 
absence or illness of the secretary, be known as the acting secretary of 
the Territory of Hawaii, and shall have and exercise all the powers 
and duties of the secretary, except those provided for by section 70 
of this Act. Such acting secretary shall serve without additional 
compensation, but the secretary shall be responsible and liable on his 
official bond for all acts done by the acting secretary in the performance 
of his duties as acting secretary. 


O 
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Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 11696] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 11696) to authorize the conveyance of home- 
stead allotments to Indians, Aleuts, or Eskimos in Alaska, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 11696, introduced by Delegate Bartlett, is to 
authorize the conveyance of homestead allotments to Indians, Aleuts, 
or Eskimos in Alaska. 

Under the act of May 17, 1906 (34 Stat. 197, 48 U.S. C. 357), certain 
Indians or Eskimos may obtain allotments not in excess of 160 acres 
of nonmineral land provided that the allotted lands shall be deemed 
the homesteads of the allottees, and their heirs in perpetuity, and shall 
be inalienable and nontaxable until otherwise provided by Congress. 
H. R. 11696 provides that said act be amended to include the Aleuts, 
natives of Alaska. 

As of November 8, 1955, a total of 79 allotments had been made 
pursuant to the act of May 17, 1906, and 64 additional applications 
were under consideration. 

If enacted H. R. 11696 would, in subsection (a) of section 1, broaden 
the 1906 act to permit the t of homestead allotments to Aleuts, 
as well as to Indians and Eskimos in Alaska. 
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Subsection (b) makes it clear that homesteads may be selected 
under section 1 of the 1906 act only from vacant, unappropriated, 
and unreserved land. 

Subsection (c) broadens the 1906 act to permit homesteads to be 
selected on lands that are valuable for coal, oil, or gas deposits if the 
minerals themselves are reserved to the United States. That is the 
rule with respect to homestead selections by non-Indians (act of 
March 8, 1922, 42 Stat. 415, 48 U. S. C. 376). Such a rule would 
facilitate administration if it were applied to Indian homestead allot- 
ments in Alaska. 

Subsection (d) permits Indian, Aleut, and Eskimo homestead 
allottees to sell their allotments with the approval of the Secretary. 

Subsection (e) safeguards the national forests by enacting into law 
the substance of present regulations which prohibit homestead 
selections in the national forests unless they are founded upon occu- 

ancy of the land prior to the establishment of the forest, or unless the 
and selected is determined by the Secretary of Agriculture to be 
chiefly valuable for agricultural or grazing purposes, and which 
require the homesteader to prove 5 years’ occupancy of the land. 
nder existing law. when an Indian or Eskimo is entitled to a town- 
site lot, he is issued a restricted deed that may be alienated with the 
approval of the Secretary of the Interior; therefore, there seems to be 
no sound reason why the same rights should not be extended to 
homestead allottees. 

Finally, H. R. 11696 provides that no application for an allotment 
under this act shall be approved until the applicant has made satis- 
factory proof of 5 years’ use and occupancy—on a substantially con- 
tinuous basis—of the land as an allotment. 

Two bills, H. R. 10505 and H. R. 11023, both similar to H. R. 
11696, were also introduced by Delegate Bartlett. The first bill was 
introduced as the result of an executive communication from the 
Department of the Interior. H. R. 11023 was drafted to include 
several technical amendments recommended by the Subcommittee 
on Territories and Insular Affairs and the Department of the Interior. 
H. R. 11696 is a clean bill introduced following a second series of 
subcommittee hearings. The executive communication and the 
report on H. R. 11023, dated April 2, 1956, and June 7, 1956, respec- 
tively, are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 2, 1956. 
Hon. Sam Raysurn, 3 
Speaker of the House of Representatives, 
Washington, D. C. 
My Dear Mr. Speaker: Transmitted herewith is a draft of a 
tay bill to authorize the conveyance of homestead allotments to 
ndians or Eskimos in Alaska. 
We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 
The act of May 17, 1906 (34 Stat. 197, 48 U.S. C. 357), provides 
for the allotment of not to exceed 160 acres of nonmineral land to 
certain Indians or Eskimos in Alaska, and provides that “the land 
so allotted shall be deemed the homestead of the allottee and his 
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heirs in perpetuity, and shall be inalienable and nontaxable until 
otherwise provided by Congress.” 

As of November 8, 1955, a total of 79 allotments had been made 
pursuant to this act, and 64 additional applications were under 
consideration. 

When an allottee dies and his heirs do not wish to live on the allotted 
land, the land becomes worthless to the heirs for all practical purposes 
unless they are able to sell the land. Several such situations have 
arisen. Even before an allottee dies, moreover, the inalienability of 
the allotment deprives the land of most of its value if the allottee de- 
cides to move to another tract. We therefore believe that provision 
should be made for the sale of the land, subject to the approval of the 
Secretary of the Interior in order to safeguard the interests of the 
Indian or Eskimo, and for the conveyance of an unrestricted title to 
the land unless the purchaser is an Indian or Eskimo who is in need 
of continued Federal protection and the conveyance specifically pro- 
vides for a continuance of the restrictions. The proposed bill so 
provides, 

It should be noted that under section 1 of the act of May 25, 1926 
(44 Stat. 629, 48 U.S. C. 355a), when an Indian or Eskimo native of 
Alaska is entitled to a townsite lot he is issued a restricted deed that 
may be alienated with the approval of the Secretary of the Interior. 
We believe that there is no sound reason for denying homestead 
allottees the same right that is extended to townsite allottees. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior, 


A BILL To authorize the conveyance of homestead allotments to Indians or 
Eskimos in Alaska 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That any Indian or Eskimo 
native of Alaska who has received a homestead allotment pursuant to 
the Act of May 17, 1906 (34 Stat. 197, 48 U. S. C. 357), or his heirs, is 
hereby authorized to convey by deed, with the approval of the Secre- 
tary of the Interior, the title to the land so allotted. Such conveyance 
shall vest in the purchaser a complete title to the land which shall be 
subject to restrictions against alienation and taxation only if the pur- 
chaser is an Indian or Eskimo who the Secretary determines is unable 
to manage the land without the protection of the United States and 
the conveyance provides for a continuance of such restrictions. 


a 


DEPARTMENT OF THE INTERIOR, _ 
OFrFIce OF THE SECRETARY; 
Washington, D. C., June 7, 1956. 


Hon. Crate Enotes, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 
My Dear Mr. Enate: H. R. 11023, a bill to authorize the convey- 
ance of homestead allotments to Indians, Aleuts, or Eskimos in Alaska, 
was introduced as a clean bill to include the amendments that the 
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Subcommittee on Territories proposed to make to H. R. 10505. The 
latter bill was drafted and submitted by executive communication from 
this Department on April 2, 1956. 

After reviewing H. R. 11023, we believe that several technical 
amendments are desirable and a draft substitute bill is enclosed which 
we believe will accomplish the purposes of the subcommittee and also 
make the corrections explained below. 

The primary purpose of the bill, as indicated in our letter of April 
2, 1956, is to permit an Indian or Eskimo in Alaska who receives a 
homestead allotment under the act of May 17, 1906 (34 Stat. 197, 
48 U.S. C. 357), or his heirs, to alienate the land with the approval 
of the Secretary of the Interior, and to permit the purchaser to take 
an unrestricted title unless he is an Indian or Eskimo who the Secretary 
determines needs further Federal protection. An Indian or Eskimo 
who has a townsite allotment in Alaska may alienate the tyme) with 
the approval of the Secretary, and we believe that an Indian or Eskimo 
homestead allottee should have the same right. 

Subsection (a) of the enclosed substitute bill broadens the 1906 act 
to permit the grant of homestead allotments to Aleuts, as well as to 
Indioge and Eskimos in Alaska. This is a provision recommended 
by the subcommittee. 

Subsection (b) of the enclosed substitute bill makes it clear that 
homesteads may be selected under section 1 of the 1906 act only from 
vacant, unappropriated, and unreserved land. That has been the 
consistent administrative interpretation of the act. Unless that fact 
is specified, however, the provision in section 2 of the bill permitting 
Indian homesteads to be selected in national forests under certain 
circumstances might be made the basis for an inference that other 
reserved lands are also available for homesteading. 

Subsection (c) of the enclosed substitute bill broadens the 1906 act 
to permit homesteads to be selected on lands that are valuable for 
coal, oil, or gas deposits if the minerals themselves are reserved to 
the United States. That is the rule with respect to homestead selec- 
tions by non-Indians (act of March 8, 1922, 42 Stat. 415, 48 U.S.C. 
376), and it is the rule proposed for other forms of entry by H. R. 
11026. It would facilitate administration if the same rule were 
applied to Indian homestead allotments in Alaska. 

ubsection (d) of the enclosed substitute bill contains the substance 
of our original proposal, which is the principal purpose of the bill, i. e., 
to permit Indian and Eskimo homestead allottees to sell their allot- 
ments with the approval of the Secretary. 

Subsection (e) of the enclosed substitute bill contains the sub- 
committee recommendations that are designed to safeguard the 
national forests. Some fear was expressed during the subcommittee 
hearings that the authority to sell homesteads might encourage Indians 
and Eskimos to seek homestead allotments in the national forests for 
the ped ore of selling them to others. This danger is effectively 
obviated by enacting into law the substance of the Department’s 
present regulations on the subject, which prohibit homestead selec- 
tions in the national forests unless they are founded upon occupancy 


‘of the land prior to the establishment of the forest, or unless the land 


selected is determined by the Secretary of Agriculture to be chiefly 
valuable for agricultural or grazing purposes, and which require the 
homesteader to prove 5 years’ occupancy of the land. 
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As a technical drafting matter, these provisions should be incorpor- 
ated by amendment into the 1906 act, rather than restricted to 
allotments made under the new legislation. Also as a technical 
matter, it is preferable to refer to lands in the national forests that are 
chiefly valuable for agricultural or grazing purposes rather than to 
refer to section 31 of the act of June 25, 1910 (36 Stat. 863, 25 U.S.C. 
337), which recognizes only the timber value of the land in comparison 
with its agricultural or grazing value, and ignores other public values 
of the forest lands. Finally, as a technical matter, the 5-year occu- 
pancy provision should indicate that the occupancy must be sub- 
stantially continuous and does not. include only intermittent use. 

We hope that the enclosed substitute bill will facilitate the delibera- 
tions of your committee. We believe that it will accomplish the 
principal purpose of our original proposal and at the same time include 
all of the safeguards which the Subcommittee on Territories suggested. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


PROPOSED SUBSTITUTE FOR H. R. 11023 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Act of May 17, 1906 (34 Stat. 197; 48 U.S. C. 357) is hereby 
amended: 

(a) By inserting after the word “Indian” in the first 
sentence thereof the following: “, Aleut’’. 

(b) By inserting before the word “nonmineral” in the first 
sentence thereof the following: ‘‘vacant, unappropriated, and 
unreserved”’. 

(c) By inserting after the word “Alaska’”’ the first time it 
appears in the first sentence thereof the following: “, or, 
subject to the provisions of the Act of March 8, 1922 (42 
Stat. 415, 48 U. S. C. 376-377), vacant, unappropriated, and 
unreserved land in Alaska that may be valuable for coal, oil, 
or gas deposits,’’. 

(d) By striking the period after the first sentence thereof 
and adding the following: ‘: Provided, That any Indian, 
Aleut, or Eskimo who receives an allotment under this act, 
or his heirs, is authorized to convey by deed, with the 
approval of the Secretary of the Interior, the title to the 
land so allotted, and such conveyance shall vest in the 
purchaser a complete title to the land which shall be subject 
to restrictions against alienation and taxation only if the 
purchaser is an Indian, Aleut, or Eskimo native of Alaska 
who the Secretary determines is unable to manage the land 
without the protection of the United States and the convey- 
ance provides for a continuance of such restrictions.” 

(e) By adding two new sections as follows: 

“Src. 2. Allotments in national forests may be made under 
this act if founded on occupancy of the land prior to the 
establishment of the particular forest or if the Secretary of 
Agriculture certifies that the land in an application for an al- 
lotment is chiefly valuable for agricultural or grazing 


purposes. 
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“Src. 3. No allotment shall be made to any person under 
this act until said person has made proof satisfactory to the 
Secretary of the Interior of substantially continuous use and 
occupancy of the land for a period of five years.” 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11696. 


CHANGES IN 





EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or May 17, 1906 (34 Stat. 197; 48 U. S. C. 357) 


The Secretary of the Interior is authorized and empowered, in his 
discretion and under such rules as he may prescribe, to allot not to 
exceed one hundred and sixty acres of vacant, unappropriated, and 
unreserved nonmineral land in Alaska, or, subject to the provisions of 
the Act of March 8, 1922 (42 Stat. 415, 48 U. S. C. 876-377), vacant, 
unappropriated, and unreserved land in Alaska that may be valuable 
for coal, oil, or gas deposits, to any Indian, Aleut or Eskimo of full 
or mixed blood who resides in and is a native of Alaska, and who is 
the head of a family, or is twenty-one years of age; and the land so 
allotted shall be deemed the homestead of the allottee and his heirs 
in perpetuity, and shall be inalienable and nontaxable until otherwise 
provided by Congress[.] : Provided, That any Indian, Aleut, or 
Eskimo who receives an allotment under this Act, or his heirs, is au- 
thorized to convey by deed, with the approval of the Secretary of the 
Interior, the title to the land so allotted, and such conveyance shall vest 
in the purchaser a complete title to the land which shall be subject to 
restrictions against alienation and taxation only if the purchaser is an 
Indian, Aleut, or Eskimo native of Alaska who the Secretary determines 
is unable to manage the land without the protection of the United States 
and the conveyance provides for a continuance of such restrictions. Any 
person qualified for an allotment as aforesaid shall have the preference 
right to secure by allotment the nonmineral land occupied by him 
not exceeding one hundred and sixty acres. 

Szc. 2. Allotments in national forests may be made under this Act if 
founded on occupancy of the land prior to the establishment of the par- 
ticular forest or if the Secretary of Agriculiure certifies that the land in 
an application for an allotment is chiefly valuable for agricultural or 
grazing purposes. 

Sec. 3. No allotment shall be made to any person under this Act 
until said person has made proof satisfactory to the Secretary of the 
Interior of substantially continuous use and occupancy of the land for a 
period of five years. 

oO 
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Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 11787] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11787) to amend further and make permanent the Missing 
Persons Act, as amended, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 


do Bona 
he amendments are as follows: 
On page 1, line 7, following the word “departments,” add: 


who are citizens or nationals of the United States, or who are 
aliens who have been admitted to the United States for per- 
manent residence,. 


On page 2, line 18, after the word “same” delete the words “pay 
and allowances” and insert: 


basic pay, special pay, incentive pay, basic allowance for 
quarters, and basic allowance for subsistence 


On page 2, line 24, after the word “Act.” add a new sentence as 
follows: 


For the purposes of the benefits prescribed herein the person 
who is performing wartime training duty or other wartime 
duty without pay, or in active duty training with or without 
pay, shall be treated as though he had been entitled to receive 
the active duty pay and allowances of his grade at the be- 
ginning of and for the period in which he is carried or deter- 
mined to be in a missing status. 
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On page 6, line 2, after the word “claim” add a new sentence as 
follows: | 


When such claim is allowed it shall be paid from the — 
wore for Refunding Monies Erroneously Received and 
overed. 


PURPOSE OF THE BILL 


The bill would revise the Missing Persons Act (56 Stat. 143), as 
amended (50 U.S. C. App: 1001 et seq.), and would provide permanent 
authority for heads of military or other Government departments 
to continue payment of the pay and allowances of military and 
civilian personnel during periods of absence from their posts of duty 
while in a missing status, to initiate and discontinue allowances of 
dependents of such personnel, and to make presumptive findings of 
death and other determinations under appropriate circumstances. 


EXPLANATION OF THE BILL 


Authority for the continuance of pay and allowances to the de- 
pendents of persons who are in a missing status and for the head of 
the department concerned to make prompt settlement of such missing 
person’s account was initially provided during World War II. The 
Congress early in 1942 recognized the need for such authority because 
the executive departments could not, under existing law, make appro- 
priate and expeditious payment to dependents of persons in a missing 
status or settle the accounts of such missing personnel. As a result 
the Congress enacted the Missing Persons Act on March 7, 1942, which 
was a temporary measure. That act would have expired on July 25, 
1947 (61 Stat. 451). However, mounting tensions throughout the 
world and the increased number of incidents which had involved 
mysterious disappearance and detention of individuals, military and 
civilian, indicated that there was a continued need for legislation of 
this type. In addition, commitments of the United States Govern- 
ment ci am that both military and civilian personnel continue to 
serve within or in the near vicinity of troubled areas. Consequently, 
on June 24, 1948, the Congress extended the temporary missing persons 
legislation by section 4 (e) in the Selective Service Act of 1948 (62 
Stat. 608) and since then that authority has been extended from time 
to time. 

The demands of the international situation indicate that legislation 
of this type is necessary, not only to meet the current needs but to 
meet the needs for years in the foreseeable future. In the event of 
war, legislation of this type would be even more essential. Under the 
circumstances, the committee believes that this type of legislation 
should be of.a permanent nature. 


HOW THE BILL WOULD AMEND THE TEMPORARY MISSING PERSONS ACT 


The bill contains the following proposed amendments to the existin 
temporary law which will adapt it to present military practices an 
current world conditions: 

1. Part-time, hourly, or intermittent employees would be covered. 
Provision of equitable treatment to Federal employees employed on 
a part-time, intermittent, or hourly basis is believed to be essential. 
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2. Employees who enter a missing status within the continental 
limits of the United States would: be covered when the head of the 
department concerned determines that the missing status is the 
proximate result of their employment: This extension of coverage, 
under the act, to Federal employees in the United States is extremely 
important because of the possibility that such employees may enter 
a missing status while performing their duties as the result of aircraft 
accident or while engaged in security missions. 

3. The bill would extend limited coverage, under the act, to members 
of the Reserve components while performing training duty or inactive 
duty for training. If these reservists enter a missing status while 
performing that duty they would receive, or have credited to their 
pay accounts, the same pay and allowances that they would receive 
if they were performing full-time active duty. This coverage would 
provide benefits to the members of the Reserve components com- 
parable to those provided for the active forces. 

4. The bill would provide authority to make a determination of 
death for for evaeasage of personnel covered by this act. This deter- 
mination will be conclusive on all agencies of the Federal Government. 
There have been situations where dependents of military and civilian 
personnel have been directed to accompany the principal as a routine 
requirement. With no authority to declare a dependent in a missing 
status, other dependents have suffered undue hardships when judicia 
determinations have been required prior to the payment of various 
benefits by the Federal Government. 

5. It will provide authority to move household and personal effects 
to the official residence of record or residence of the dependents or 
next of kin of a person who is in a missing status for a period of more 
than 30 days, injured, or officially reported as dead, with or without 
the application of the next of kin or other persons having a substantial 
interest in the return of such effects. Existing law provides only for 
shipment to a “dependent” upon application. The services have 
encountered serious difficulty in locating dependents to whom the 
household or personal effects can be shipped. This often results in 
unnecessary storage costs and excessive correspondence. 

6. Provides, in emergency circumstances, for the sale of privately 
owned vehicles and other bulky items, the proceeds to be forwarded 
to the owners or their dependents. This would go far to reduce 
unnecessary claims and excessive administration. 


COMMITTEE AMENDMENTS 


The committee amended the bill by inserting language which would 
make the provisions of the act applicable only to individuals who are 
citizens or nationals of the United States, or who are aliens who 
have been admitted to the United States for permanent residence. 
As the legislation was proposed, it would have included all indigenous 
employees of the United States, and inasmuch as the United States 
Government is employing thousands of nationals at various locations 
around the world where it has military bases and installations, the 
subcommittee was reluctant to include all of these employees within 
the provisions of the act. The committee also amended the bill so 
as to clarify the type of pay and allowances which could be received 
under its provisions. e bill would have authorized the payment 
of per diem for any person who was in a per diem status when he 
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became missing. Actual cases, which happened in World War II, 
came to the attention of the committee, whereby a serviceman 
traveling under orders authorizing per diem pay was captured b 
the enemy, and as a result of beimg in that status when tiene, 
was entitled to draw per diem, in addition to his pay and allowances, 
for each day he was a prisoner of war. The committee did not favor 
this type of payment and consequently amended the bill to make 
certain that such payments could not be made in the future. Another 
committee bi, Ma makes the benefits authorized by the bill 
applicable to reservists performing inactive duty training without 
pay. We have many interested and patriotic reservists who partic- 
ipate in Reserve training without pay, such as Reserve aviators who 
y on weekends. Under the provisions of the bill if one of these 
reservists is lost and declared to be in a missing status he, or his 
survivors, would not be entitled to the provisions of the act since he 
was not in a pay status when lost. The committee amendment will 
provide that if a person on authorized inactive duty training without 
pay is declared to be missing in the line of duty he will be entitled to 
the pay of his rank or grade for the time he is in a missing status, 


PROVISIONS OF THE BILL CONCERNING PHILIPPINE SCOUTS 


The bill contains a provision authorizing benefits for Philippine 
Scouts, which was not contained in the original Department proposal. 
The language in the bill provides that entitlement to pay and allow- 
ances shall not be denied in the case of any member of the Philippine 
Seouts, who was captured in the Philippine Islands by the enemy 
during World War LI, solely on the ground that such member was 
paroled or permitted to return to his home prior to the Japanese 
occupation of the Philippine Islands. 

The Philippine Scouts were actually members of the United States 
Army. They are not to be confused with the members of the Army of 
the Philippines. Early in this century the Congress authorized a 
military component of the United States Army to be made up of 
qualified Filipinos which was known as Philippine Scouts. This new 
organization became a part of the Regular Army of the United States. 
Because of economic differences in ‘the two countries the initial pay 
rate for the Philippine Scouts private soldier was at the rate of $9, or 
18 pesos per month. There were small increases for longevity in the 
beginning, and throughout its proud history the personnel of the 
Philippine Scouts was virtually handpicked, thus representing the 
cream of Philippine citizenry. Asa result the prestige of the Philippine 
Scouts rose and this career unit became one of great distinction. 

Upon the surrender of the Philippines, Americans and Filipinos 
alike were taken prisoners of war and diverted to prison camps. 
Thereafter, the Japanese, wanting to relieve themselves of the large 
number of prisoners, evolved a plan of parole for Filipinos. If there 
was an alternative to parole it could scarcely have been more than 
death through disease or wounds or starvation. Consequently, the 
members of the Philippine Scouts were ane but were kept under 
constant surveillance and were required to report to the Japanese 


authorities so often that they were virtually in the hands of the enemy. 
As a matter of fact, the official United States history of World War II 
states in effect that parolees were just as effectively prisoners of war as 
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if they had been confined to prison camps. For violations or suspected 
violations of parole men were hauled back to prison camps for long 
periods of unreasonable questioning or periodical beatings, and some 
were executed. When parole violators could not be found the Japanese 
inflicted cruel penalties upon their families or upon entire communities. 

When the Phillipine Islands were recaptured and the members of 
the Philippine Scouts returned to military control the United States 
Army refused to pay them for the time they were on parole. 

It is interesting to note, however, that the Department of the 
Navy held the opposite view and for all of its so-called Insular Forces, 
made up of Filipinos, authorization for payment under the provisions 
of the Missing Pancha Act was made. So we find that one branch 
of the service paid its Filipino servicemen for the exact type of duty 
which another service refused to honor. 

The committee believes that the time has come when this Govern- 
ment’s obligation to the remaining members of the Philippine Scouts 
should be met. There are approximately 6,000 remaining members 
of this organization, and if all now claim, under the provisions of 
this bill, the total cost would not exceed $2,640,000. 

The committee wishes to make it clear that it favors the payment 
of claims, under the Missing Persons Act, for Philippine Scouts only. 
It is recognized that there were many soldiers of the Philippine Army 
who were captured and paroled, as were the members of the Philip- 
pine Scouts. However, the members of the Philippine Army were 
not members of the United States Army, whereas the Philippine 
Scouts were, and consequently the committee believes a contractual 
relationship exists between our Government and the members of the 
Philippine Scouts and therefore their claims should be honored. 


COST AND BUDGET DATA 


It is difficult to estimate cost of the provisions of the bill amending 
and making permanent the Missing Persons Act, inasmuch as there 
is no way of knowing how many persons may become missing in the 
next fiscal year. However, since there are only four persons in a 
missing status at the present time the cost will not be high and can 
be absorbed in Department appropriations. The cost of paying 
claims of the Philippine Scouts will be a maximum of $2,640,000. 


DEPARTMENT RECOMMENDATIONS 


The Department of the Army is opposed to the provision concern- 
ing payment of the claims of Philippine Scouts. The Department 
of Defense favors enactment of the other provisions of the bill, and 
the Bureau of the Budget interposes no objection. 

The Department letter follows: 


Fesrvary 20, 1956. 


Hon. Sam Raysurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legisla- 
tion to amend further and make permanent the Missing Persons Act, 
as amended. 

This proposal is a prt of the Department of Defense legislative 
program for 1956 an 


the Bureau of the Budget has advised that 
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there would be no objection to the presentation of this proposal for 
the consideration of the Congress. The Department of the Army 
has been designated as the representative of the Department of 
Defense for this legislation, It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


This proposal would revise the Missing Persons Act (56 Stat. 143), 
as amended (50 U. S. C. App. 1001 et seq.), and would provide 
peimanent authority for heads of military or other Government de- 
partments to continue payment of the pay and allowances of military 
and civilian personnel during periods of absence from their posts of 
duty while in a missing status, to initiate and discontinue aliowances 
of dependents of such personnel, and to make presumptive findings 
of death and other determinations under appropriate circumstances. 
van current provisions of law the Missing Persons Act will expire 

uly 1, 1956. 

Authority for the continuance of pay and allowances to the de- 
pendents of persons who are in a missing status and for the head of 
the department concerned to make prompt settlement of such missing 
person’s account was initially provided during World War II. The 
Congress early in 1942 recognized the need for such authority because 
the executive departments could not, under existing law, make ap- 
propriate and expeditious payment to dependents of persons in a 
missing status or settle the accounts of such missing personnel. 
As a result the Congress enacted the Missing Persons Act on March 7, 
1942, which was a temporary measure. That act would have expired 
on July 25, 1948, by the operation of section 3 of the act of July 25, 
1947 (61 Stat. 451). However, mounting tensions throughout the 
world and the increased number of eeidonits which had involved 
mysterious disappearance and detention of individuals, military and 
civilian, indicated that there was a continued need for legislation of 
this type. In addition, commitments of the United States Govern- 
ment required that both military and civilian personnel continue to 
serve within or in the near vicinity of troubled areas. Consequently, 
on June 24, 1948, the Congress extended the temporary missing persons 
legislation by section 4 (e) in the Selective Service Act of 1948 (62 
Stat. 608), and since then that authority has been extended from time 
to time. 

The demands of the international situation indicate that legislation 
of this type is necessary, not only to meet the current needs but to 
meet the needs for years in the foreseeable future. In the event of war, 
legislation of this type would be even more essential. Under these 
circumstances, it is bellowed that this type of legislation should be of a 
permanent nature and the attached proposal has been so drafted. 

This proposal would amend section 1 (a) (3) of the existing law to 
provide coverage of civilian officers and employees of the departments 
except that a determination by the head of the department concerned 
that their status is the proximate result of employment is required in 
the case of— 

(1) Persons who enter missing status within the continental 
limits of the United States; and 

(2) Persons who enter missing status who are residents at or 
near their place of employment in the Territories and possessions 
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or in — countries and who were not living there solely as a 
result of their employment. 

Also, the proposal would amend section 2 of the Missing Persons 
Act to provide coverage for persons on training duty under certain 
conditions, in addition to persons on active service. 

The proposal would further amend the Missing Persons Act (50 
U.S. C. App. 1012) by addition of section 9 (a). This section would 
permit the head of a department to make a determination as to missing 
status, or death, with respect to dependents of an employee in the same 
manner as presently provided in determinations affecting the employee 
himself. This determination would be conclusive on other depart- 
ments of the Government, but would not give a dependent any right 
to pay, allowances, or other compensation to which he would not 
otherwise be entitled. 

Section 1 (d) would amend section 12 of the Missing Persons Act 
(50 U.S. C. App. 1012) to provide additional authority with regard 
to the transportation of dependents and household and personal ef- 
fects of persons dead, injured, missing for 30 days or more, interned 
in a foreign country, or captured, to the official residence of the 

erson, or to another location approved by the head of the department. 

n case of emergency, the head of the department is authorized to 
dispose of certain items, the proceeds from the sale to be transmitted 
to the owner, or persons of interest, if practicable, or to be covered 
into the Treasury as miscellaneous receipts if not ascertainable. The 
amendment would further authorize the head of the department to 
store household and personal effects. 

Section 1 (e) provides that the act shall be effective from September 
8, 1939, the date of the original enactment, excepting, however, sec- 
tions 13, 16,and 17. (Sec. 18 was repealed by the act of June 16, 1942 
(56 Stat. 369).) 

Section 2, by making effective the amendments contained in this 
proposed legislation as of the date of enactment of this legislation, 
would preclude any possible misinterpretation as to their retro- 
activity. 

COST AND BUDGET DATA 


In the event this proposal is enacted into law, it is estimated that 
little, if any, additional cost will result for fiscal year 1957. Any 
additional cost that will result will be absorbed within the amounts 
requested for operation of the Department of Defense during fiscal 
year 1957. 

Sincerely yours, 


Witser M. Brucker, 
Secretary of the Army. 
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CHANGES IN Existine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 


EXISTING LAW 
(50 U. S. C. App. 1001-1008) 


For the purpose of this Act— 
(a) the term “person”? means 
* * (3) civilian officers and em- 
ployees of departments and civil- 
1an Officers and employees of the 
United States Naval Government 
of Guam, during such time as they 
may be assigned for duty or 
serving outside the continental 
limits of the United States or in 
Alaska, exclusive of part-time or 
intermittent employees or native 
labor casually hired on an hourly 
or per diem basis; 


* 


Any person who is in active serv- 
ice and who is officially determined 
to be absent in a status of missing, 
missing in action, interned in a for- 
eign country, captured by a hostile 
force, beleaguered or besieged shall, 
for the period he is officially car- 
ried or determined to be in any 
such status, be entitled to receive 
or to have credited to his account 
the same pay and allowances to 
which he was entitled at the be- 
ginning of such period of absence 
or may become entitled thereafter, 
and entitlement to pay and allow- 
ances shall terminate upon the 
date of receipt by the department 
concerned of evidence that the 
person is dead or upon the date 
of death prescribed or determined 
under provisions of section 5 of 
this Act [section 1005 of this 


THE BILL 


(3) Civilian officers and employ- 
ees of the departments, except 
that the following categories of 
civilian officers and employees 
shall be covered only upon a 
determination by the head of the 
department concerned that such 
status is the proximate result of 
employment by the department: 

(i) Persons who enter any status 
listed in section 2 of this Act 
within the continental limits of 
the United States; and 

(ii) Persons who enter any status 
listed in section 2 of this Act who 
are residents at or in the vicinity 
of their places of employment in 
the Territories and possessions or 
in foreign countries and who were 
not living there solely as a result 
of their employment. 

Sec. 2. Any person who is in the 
active service, or is performing full- 
time training duty, other full-time 
duty, or inactive duty training and 
who is officially determined to be 
absent in a status of missing, miss- 
ing in action, interned in a foreign 
country, captured by a_ hostile 
force, beleaguered by a hostile 
force, or besieged by a hostile 
force shall, for the period he is 
officially carried or determined to 
be in any such status, be entitled 
to receive or to have credited to 
his account the same pay and al- 
lowances to which he was entitled 
at the beginning of such period of 
absence or may become entitled 
thereafter, and entitlement to pay 
and allowances shall terminate 


upon the date of receipt by the 
department concerned of evidence 
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EXISTING LAW 


Appendix]: Provided, That such 
entitlement to pay and allowances 
shall not terminate upon expira- 
tion of term of service during ab- 
sence and in case of death during 
absence shall not terminate earlier 
than the dates herein prescribed: 
Provided , That there shall 
be no entitlement to pay and allow- 
ances for any period during which 
such n may be officially deter- 
mined absent from his post of duty 
without authority and he shall be 
indebted to the Government for 
any payments from amounts 
credited to his account for such 


period. 


THE BILL 


that the person is dead or upon 
the date of death prescribed or 
determined under provisions of 
section 5 of this Act. Such en- 
titlement to pay and allowances 
shall not terminate upon the ex- 
piration of a term of service during 
absence and, in case of death dur- 
ing absence, shall not terminate 
earlier than the dates herein pre- 
scribed. There shall be no entitle- 
ment to pay and allowances for 
any period during which such per- 
son may be officially determined 
absent from his post of duty with- 
out authority and he shall be 
indebted to the Government for 
any payments from amounts 
credited to his account for such 
period. Persons performing full- 
time training duty, or inactive 
duty training shall be entitled to 
the benefits of this section only 
when such persons are officially 
determined to be absent in a status 
of missing, missing in action, in- 
terned in a foreign country, cap- 
tured by a hostile force, belea- 
— by a hostile force, or 
esieged by a hostile force as a 
result of the performance of pre- 
scribed duty ordered by compe- 
tent authority: Provided, That not- 
withstanding any other provision 
of law, such entitlement to pay and 
allowances shall not be denied, in 
the case of any member of the 
joven 6 ro Scouts who was cap- 
tured in the Philippine Islands b 
the enemy during World War i. 
solely on the ground that such 
member was eee and permitted 
to return to his home and engage 
in civilian pursuits prior to the 
termination of the Japanese oc- 
cupation of such islands. Claims 
of members of the Philippine 
Scouts for pay and allowances 
under this section (whether or not 
such claims have presented 
and rejected or disallowed) may 
until ¢ ree years after the date of 


enactment of this Act, be presented 
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EXISTING LAW 


THE BILL 


for consideration or reconsidera- 
tion and payment under this 
section. 

Section 9 is amended by the 
aceon of a subsection (a) to 
read: 


“Sec. 9. (a) A dependent of any 

n in active service, as defined 

y this Act, is a ‘person’ under 
this Act for the sole purpose of 
determining status as provided in 
sections 5 and 9, and any deter- 
mination under those sections by 
the head of the department con- 
cerned shall be conclusive on all 


. other departments of the Govern- 


The dependents and household 
and personal effects of any person 
in active service (without regard to 
pay grade) who is_ officially 
reported as dead, injured, missing 
for a period of thirty days.or more, 
interned in a foreign country, or 
captured by a hostile force, upon 
application by such dependents, 
may be moved (including packin 
and unpacking of Conschaln 
effects), upon receipt by such 
dependents of such official report, 
to such location as may be deter- 
mined in advance or subsequently 
approved by the head of the 
department concerned or by such 
persons as he may designate. The 
cost of such transportation, inelud- 
ing packing and unpacking of 
household effects, shall be charged 
against appropriations currently 
available. In lieu of transporta- 
tion authorized by this section for 
dependents, the head of the 
department concerned may au- 
thorize the payment in money of 
amounts equal to such commercial 
transportation costs for the whole 
or such, part of travel for which 


ment: Provided, That nothing in 
this section shall be construed as 
conferring upon any dependent 
any right to pay, allowances, or 
other compensation to which not 
otherwise entitled.” 

Sec. 12. The dependents and 
household and personal effects of 
any person in active service (with- 
out regard to pay grade) who is 
officially reported as dead, injured, 
missing for a period of thirty days 
or more, interned in a foreign 
country, or captured by a hostile 
force, may be moved (including 
packing, crating, drayage, tempo- 
rary storage, and unpacking of 
household and aeinak: effects) to 
the official residence of record for 
any such person or to the residence 
of his dependent, next of kin, or 
other person entitled to receive 
custody of the effects in accord- 
ance with regulations issued by 
the head of ‘the department con- 
cerned; or, upon application by 
such dependent, next of kin, or 
other person, or upon the person’s 
application if injured, to such 
other location as may be deter- 
mined in advance or subsequently 
approved by the head of the 
department concerned or by such 

rsons as he may designate. 

en the head of the department 
concerned determines that an 
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EXISTING LAW 


transportation in kind is not 
furnished, when such travel shall 
have been completed. When the 
person is in an “injured’’ status, 
the movement of dependents or 
household and personal effects 
provided for herein may be au- 
thorized only in cases where the 
anticipated period of hospitali- 
zation or treatment will be of 
prolonged duration. No trans- 
portation shall be authorized pur- 
suant to this section unless a 
reasonable relationship exists 
between the condition and cir- 
cumstances of the dependents and 
the destination to which trans- 
| sro is requested. Beginning 
une 25, 1950, and for the purposes 
of this section only the terms 
“household and personal effects” 
and “household effects” may 
include, in addition to other 
authorized weight allowances, not 
to exceed one privately owned 
motor vehicle, shipment of which 
at Government expense is au- 
thorized in those cases where the 
vehicle is located outside the 
continental limits of the United 
States or in Alaska. 


THE BILL 


emergency exists and that such 
sale would be in the best interests 
of the Government, he may 
provide for the disposition of the 
motor vehicles and other bulky 
items of such household and 
personal effects of the person by 
public or private sale. Prior to 
any such sale, and if practicable, 
a reasonable effort shall be made 
to determine the desires of the 
interested persons. The net 
proceeds received from such sale 
shall be transmitted to the owner 
or to other persons in accordance 
with regulations issued by head 
of the department concerned; 
but if there be no such persons or 
if such persons or their addresses 
are not ascertainable within one 
year from the date of sale, the net 
 aveee may be covered into the 
‘reasury as miscellaneous receipts. 
Claims for net proceeds which are 
covered into the Treasury under 
the authority of this section may 
be filed with the General Account- 
ing Office by the rightful owners, 
their heirs or next of kin, or their 
legal representatives at any time 
prior to the expiration of five 
years from the date the proceeds 
are covered into the Treasury; 
and, if so filed, the General 
Accounting Office shall allow or 
disallow the claim. If claims are 
not filed prior to the expiration of 
five years from the date the 

roceeds are covered into the 

reasury, they shall be barred 
from being acted on by the courts 
or the General Accounting Office. 
The provisions of this section 
shall not be construed as amend- 
ing or repealing the Act of March 
29, 1918 (ch. 31, 40 Stat. 499); 
section 1, subchapter II of the 
Act of June 4, 1920 (ch. 227, 41 
Stat. 809) as amended; the Act 
of February 21, 1931 (ch. 268, 46 
Stat. 1203) as amended; the Act 
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EXISTING LAW 


THE BILL 


of December 28, 1945 (ch. 597, 
59 Stat. 662) as amended; the 
Federal Tort Claims Act (60 Stat. 
842-847), as amended; the Act of 
April 14, 1949 (ch. 50, 63 Stat. 44); 
or section 507, title 14, United 
States Code. The head of the 
department concerned is author- 
ized to store the household and 
personal effects of the person 
until such time as proper dis- 
position can be made. The cost 
of such storage and transportation, 
including packing, crating, dray- 
age, temporary’ storage and 
unpacking of household and per- 
sonal effects, shall be charged 
against appropriations currently 
available. In lieu of transporta- 
tion authorized by this section 
for dependents, the head of the 
department concerned may au- 
thorize the payment in money of 
amounts equal to such commercial 
transportation costs or a monetary 
allowance in lieu of transportation 
as authorized by law for the whole 
or such part of travel for which 
transportation in kind is not 
furnished, when such travel shall 
have been completed. When the 
person is in an “‘injured”’ status, 
the movement of dependents or 
household and personal effects 
provided for herein may be au- 
thorized only in cases where the 
anticipated period of hospitali- 
zation or treatment will be of 
prolonged duration. No trans- 
portation shall be authorized 
pursuant to this section — 
application by dependents unless 
a reasonable relationship exists 
between the condition and cir- 
cumstances of the dependents and 
the destination to which trans- 
— is requested. Beginning 
une 25, 1950, and for the purposes 
of this section only, the terms 
“household and personal effects” 
and “household effects” may 
include, in addition to other 
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EXISTING LAW 


Sec. 15. This Act, except sections 
13, 16, 17, and 18, shall be effective 
from September 8, 1939, and shall 
remain in effect until July 1, 1956. 


THE BILL 


authorized weight allowances, not 
to exceed one privately owned 
motor vehicle, shipment of which 
at Government expense is author- 
ized in those cases where the 
vehicle is located outside the 
continental limits of the United 
States or in Alaska. 

Sec. 15. This Act, except sec- 
tions 13, 16, and 17, is effective 
from September 8, 1939. 


Sec. 2. The amendments made 
by this Act shall be effective upon 
the date of enactment. 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES { REPORT 
2d Session No. 2536 





EXTENSION OF FEDERAL IMPORT MILK ACT TO ALASKA, 
HAWAII, AND PUERTO RICO 





June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coouey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 609) 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 609) to amend the Federal Import Milk Act, approved Feb- 
ruary 15, 1927 (44 Stat. 1101, 21 U.S. C. Annotated, 141-149), having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 7, strike out “including Alaska.” and insert “Alaska, 
Hawaii, and Puerto Rico,” 

The Federal Import Milk Act, enacted in 1927, prohibits entry 
into the United States from any foreign country of milk or cream 
unless the producer and the shipper thereof have been certified by 
the Food and Drug Administration. ‘The law also describes in some 
detail the sanitation and other qualifications which the dairy farm 
and the milk handlers must meet in order to be eligible for such 
certification. By definition, the act applies only to “continental 
United States” and this has been construed to exclude Alaska. 

The basic objective of the law is to prevent entry into the United 
States of milk which does not meet health standards. Conversely, 
the provisions of the law may be used to establish and enforce ade- 
quate health standards on milk sources regularly importing into the 
United States and thus facilitate such movement. It is in this 
connection that H. R. 609 was introduced and its enactment urged 
on the committee. 

The bill was introduced by Delegate E. L. Bartlett of Alaska at the 
request of health authorities and civic officials of Ketchikan, Alaska. 
The situation as described to the committee is that there are no dairy 
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2 EXTENSION OF FEDERAL IMPORT MILK ACT 


farms in the vicinity of Ketchikan and that milk has been imported 
from the area of Prince Rupert, British Columbia, Canada. 

Under the provisions of the law there is no way in which the health 
authorities of Alaska can establish or enforce standards of sanitation 
at the source of the milk used in Ketchikan. This bill would require 
and permit such certification. 

The committee amendment will make the provisions of the law 
applicable also to Hawaii and Puerto Rico. 















DEPARTMENTAL VIEWS 





Following is the letter from the Department of Health, Education, 
and Welfare recommending enactment of the bill and suggesting an 
amendment which was excluded by the committee because of doubt as 
to its germaneness in this bill. 











DEPARTMENT OF Heatta, Epucation, AND WELFARE, 
Foop anp Drug ADMINISTRATION, 
Washington, D. C., September 9, 1955. 






Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear Mr. Cuairrman: This letter is in response to your request of 
February 14, 1955, for a report on H. R. 609, a bill to amend the Fed- 
eral Import Milk Act, approved February 15, 1927 (44 Stat. 1101, 
21 U.S.C. Annotated, 141-149). 

The bill would provide for the inclusion of the Territory of Alaska 
within the scope of the Federal Import Milk Act, This act relates 
to milk or cream transported into the United States and by its terms 
defines ‘United States” to mean “continental United States.” It 
has, therefore, been interpreted that the scope of the act does not 
include the Territory of Alaska. The proposed amendment would 
merely change the act to include Alaska. 

The purpose of the Import Milk Act, as described by the 69th 
Congress at the time of its passage, is to regulate the importation of 
milk and cream into the United States for the purposes of promoting 
the cary industry of the United States and protecting the public 

ealth. 

It is understood that the Territory of Alaska does not have sufficient 
domestic production of milk and cream to supply its own needs and 
must therefore depend upon interstate shipments Tom the continenta! 
United States and import shipments from Canada, The same pur- 
poses intended to be served by the original enactment are applicable 
in extending the provisions of the act to the Territory of Alaska. 
While we believe that the amendment should be passed by the Con- 
gress, we have certain suggestions which we believe should be included. 

The act provides in section 3 that in lieu of the inspections to be 
made by or under the direction of the Secretary “he may, in his dis- 
cretion, accept.a duly certified statement si by a duly accredited 
official of an authorized department of any foreign government and/or 
of any State of the United States or any municipality thereof that the 
provisions in clauses 1, 2, and 3 of section 2 of this Act have been com- 
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plied with.” We would suggest that the words “or Territory” be 
inserted after the word “State” as quoted herein. 

We would also suggest that the act be further amended by pro- 
viding for the collection of appropriate fees for the performance of 
investigations and inspections incident to the issuance of permits 
wherever the United States Government is put to expense in connec- 
tion therewith, and that such fees shall be adequate to cover the actual 
costs of such inspections. Notwithstanding the fact that the Secre- 
tary is now authorized by the act to accept certified inspection reports 
from foreign governments and from States and municipalities in the 
United States, it is not mandatory that such official bodies perform 
such services, and in the event that it is necessary or expedient for 
such inspections and investigations to be actually performed by 
officers and employees of the United States Government as a service 
to the foreign-milk producer, provision should be had for recovery 
of the costs thereof from other than public funds of the United States. 
It is suggested that the following be added to the fourth paragraph of 
section 3: 

“Such regulations may include provisions requiring the applicant 
for a permit to pay all costs incident to investigations and inspections 
made in response to applications for permits or renewals thereof. 
Under such regulations, the performance of the Secretary’s services 
or other functions may be conditioned upon the payment of such fees, 
and the refusal to make such payment may be the basis for declining 
to proceed with said investigations and inspections and grounds for 
declining to issue a permit or renewal thereof. Such regulations may 
further provide for waiver or refund of fees in whole or in part when 
in the judgment of the Secretary such waiver or refund is equitable 
and not contrary to the purposes of this paragraph.” 

The reference in section 2 to the Bureau of Dairy Industry should 
be deleted. The Bureau was absorbed in a branch of the Agricultural 
Research Service in a recent reorganization in the Department of 
Agriculture. 

We would therefore recommend that the bill, modified as suggested 
above, be enacted by the Congress. 

The Bureau of the Budget advises that it perceives no objection to 
submission of this report to your committee. 

Sincerely yours, 
Roswetu B. Perkins, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman); 
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Act or Fesrvary 15, 1927 
(44 Stat. 1101) 


* * * *” * * * 


Sec. 9. When used in this Act— 

(a) The term ‘‘person’’ means an individual, partnership, associa- 
tion, or corporation. 

(b) The term “United States’’ means continental United States, 
Alaska, Hawati, and Puerto Rico. 


0 
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2d Session { No. 2538 





TRANSFERRING TO THE JURISDICTION OF THE DEPARTMENT OF 
THE ARMY THE BRIDGE ACROSS THE MISSOURI RIVER BETWEEN 
THE FORT LEAVENWORTH MILITARY RESERVATION IN KANSAS 
AND PLATTE COUNTY, MO., AND AUTHORIZING ITS REMOVAL 





Jung 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Buatnik, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany 8. 2092] 


The Committee on Public Works, to whom was referred the bill 
(S. 2092) transferring to the jurisdiction of the Department of the 
Army the bridge across the Missouri River between the Fort Leaven- 
worth military reservation in Kansas and Platte County, Mo., and 
authorizing its removal, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Attorney General of the 
United States to transfer back to the Department of the Army juris- 
diction over the existing bridge across the Missouri River at Fort 
Leavenworth, Kans., which connects the military reservation with 
lands of the Department of Justice; repeal a proviso of the Second 
Deficiency Act of 1924 (43 Stat. 687), requiring the bridge to be open 
to public use; and to authorize the Secretary of the Army to remove 
said bridge and relocate Government-owned utilities now carried b 
the bridge, including authorization of appropriation of necessary fun 
for such work, 

STATEMENT 


The bridge was constructed in 1872 and has been closed to traffic 
since April 2, 1955, when a new toll highway bridge, about 1 miles 
downstream was opened to traffic. The new bridge is on a relocation 
of State Route 92 which will permit the removal of through traffic 
from the Fort Leavenworth Military Reservation. 
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2 TRANSFER JURISDICTION OF BRIDGE AND AUTHORIZE ITS REMOVAL 


In its present condition, the old bridge is considered to be a hazard 
and an unreasonable obstruction to navigation, and its removal is 
desired. The removal of the bridge will also require relocation of the 
Government-owned utilities now carried by the bridge and serving 
the facilities of the Department of Justice in Platte County, Mo. 

The utilities carried by the old bridge are as follows: 

1. A 6-inch waterline on the bottom chord of the north truss. This 
line is connected to the Fort Leavenworth water-distribution system 
and extends to and serves the Department of Justice Honor Prison 
Farm on the Missouri side of the river. It is proposed to relocate the 
waterline to cross the Missouri River on the new bridge. The esti- 
mated cost of relocating the waterline is $150,000. 

2. A 2,400-volt electric-distribution line furnishing power to the 

rison farm. This line will be salvaged. The Department of Justice 
ti determined that equal service can be obtained from a public 
utility on the Missouri side without a connection charge. 

3. A 16-inch natural-gas line belonging to the Cities Service Gas 
Co. located on the bottom chord of the south truss. This line is now 
being relocated by the owner to cross the river on the new bridge. 

4, Telephone lines of the Southwestern Bell Telephone Co. are now 
being relocated by the owner. 

The estimated cost of removing the bridge is $320,000, which with 
the estimated cost of relocating the waterline, will require a total 
authorization for appropriation of $470,000 to carry out the provisions 
of this bill. 

Since the bridge is no longer in use, and as it constitutes a hazard 
and obstruction to navigation in its present condition, the committee 
concurs in the recommendations of the Department of the Army and 
the Department of Justice that its ramoval be authorized. It appears 
that the only utilities now carried by the bridge that will require re- 
location at Federal expense are the Government-owned utilities, and 
the bill so provides, 

Comments of the Federal agencies on a companion bill, H. R. 6550, 
expressing approval of the legislation are set forth below, and the 
amendments suggested therein are included in the bill herein reported. 





DEPARTMENT OF THE Army, 
Washington 25, D. C., August 15, 1956. 
Hon. Cuartes A. Bucktey, 
Chairman, Committee on Public Works, 
House of Representatives. 


Dear Mr. CuatrMANn: Reference is made to your recent request for 
the views of the Department of the Army with respect to H. R. 6550, 
84th Congress, Ist session, a bill transferring to the jurisdiction of 
the Department of the Army the bridge across the Missouri River 
between the Fort Leavenworth Military Reservation in Kansas and 
Platte County, Mo., and authorizing its removal. 

The Department of the Army offers no objection to favorable con- 
sideration of H. R. 6550, subject to the comment that follows. 

H. R. 6550 repeals a proviso of the Second Deficiency Act of 1924 
(43 Stat. 687), requiring the bridge to be opened to public use, and 
authorizes the Attorney General to transfer the bridge to the juris- 
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diction of the Department of the Army and further authorizes the 
Secretary of the Army to remove the bridge if and when it constitutes 
an unreasonable obstruction to navigation. Such appropriation is 
authorized as may be necessary for removal of the bridge and reloca- 
tion of utilities now carried by the bridge. 

The bridge was constructed in 1872 and has been closed to traffic 
since April 2, 1955 when a new toll highway bridge, about 1% miles 
downstream, was opened to traffic. In its present condition the bridge 
is considered to be a hazard and an unreasonable obstruction to navi- 
gation. Accordingly, it is suggested that the bill be amended on 
page 2, line 6, by striking out the words “if and when it constitutes” 
and substitutin therein, the word “as”. It is also suggested that the 
provision for relocation of utilities carried by the bridge and servin 
the Justice Department facilities be limited to Government-owne 
utilities by inserting on page 2, line 9, the words “government-owned” 


preceding the word “‘utilities”’. 

The cost of removing the bridge and relocating Government-owned 
utilities is presently estimated at $470,000. 

The Bureau of the Budget advises that there is no objection to the 
submission of a similar report on S. 1994, an identical bill. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 





DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATroRNEY GENERAL, 


Washington, July 22, 1955. 
Hon. Cuartes A. Buck.ey, 


Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 6550) 
transferring to the jurisdiction of the Department of the Army the 
bridge across the Missouri River between the Fort Leavenworth Mili- 
tary Reservation in Kansas and Platte County, Mo., and authorizing 
its removal. 

Under the bill the Attorney General would be authorized and di- 
rected to transfer back to the jurisdiction of the Department of the 
Army the bridge across the Missouri River at Fort Leavenworth, 
Kans., connecting the military reservation with lands belonging to the 
Department of Justice in Platte County, Mo. Provision would be 
made to effect a repeal of existing law (43 Stat. 687) requiring that 
the bridge be open to use by the public. The Department of the 
Army would be authorized to remove the bridge and necessary appro- 
priations would be authorized for such bo ee and relocation of utili- 
ties carried by the bridge which serve the lands of the Department of 
Justice in Platte County, Mo. 

A new bridge in this area was completed and opened to traffic on 
April 2, 1955, and because of its dangerous condition the old — 
has been closed. The old bridge carries utilities which serve only the 
prison farm, but arrangements are underway to relocate or obtain 
such utilities from other sources. 
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Inasmuch as the removal of this bridge is considered desirable and 
since it is an engineering problem, it is believed the simplest way to 
effect such removal is, as provided by the bill, to transfer the bridge 
to the Department of the Army. However, with respect to the pro- 
vision in section 3 of the bill relative to “relocation of the utilities now 
carried by said bridge” a determination of what easements are held 
by the utilities involved cannot be determined without extensive 
research into very old records. The necessity for this would be ob- 
viated if the bill were amended by inserting after the word ‘‘the” 
in line 9 on page 2 of the bill the words “Government owned.” Such 
an amendment would relieve the Government of any responsibility for 
relocating utilities which are not owned by the Government. 

If amended as herein suggested the Department of Justice would 
favor enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 


Wituiam P. Rogers, 
Deputy Attorney General, 


O 
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AMENDING THE ACT ESTABLISHING THE CIVIL AIR 
PATROL AS A CIVILIAN AUXILIARY OF THE UNITED 
STATES AIR FORCE 





JuNnE 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany 8. 1135] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1135) to amend the act entitled “An act to establish Civil Air 
Patrol as a civilian auxiliary of the United States Air Force and to 
authorize the Secretary of the Air Force to extend aid to Civil Air 
Patrol in the fulfillment of its objectives, and for other purposes’, 
having considered the same, sy favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

On page 2, strike out lines 11 through 22, and substitute therefor 
the following: 


(b) In administering that Act for members covered by this 
section— 

(1) the monthly pay of such a member shall, for the 
purpose of computing compensation for disability or 
death, be considered to be $300; 

(2) the percentage applicable to payments under sec- 
tion 10 of that Act are— 

(A) 45 per centum for clause (C) of that section, 
in any case where the member died fully or cur- 
rently insured under title II of the Social Security 
Act, with no additional payments for a child or 
children so long as the widow or widower remains 
eligible for payments under that clause; 

(B) 20 per centum for clause (D) of that section, 
for one child and 10 per centum additional for 
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each additional child, but not. more than a total of 
75 per centum, in any case where the member died 
fully or currently insured under title II of the 
Social Security Act; and 
(C) 25 per centum for clause (E) of that section, 
if one parent was wholly dependent for support 
upon the deceased member at the time of his 
death and the other was not dependent to any 
extent; 16 per centum to each, if both were wholly 
dependent; and if one was, or both were, partly 
dependent, a proportionate amount in the posta 
tion of the Secretary of Labor; 

(3) no payments may be made under clause (F) of 
that section; 

(4) the term “performance of duty’’, as used in that 
Act, means only active service, and travel to and from 
such service, rendered in performance or support of 
operational missions of the Civil Air Patrol, under 
direction of the Department of the Air Force, and under 
written authorization by competent authority covering 
a oe assignment and prescribing a time limit for 
such assignment; and 

(5) the Secretary of Labor, or his designee, shall 
inform the Secretary of Health, Education, and Welfare 
whenever a claim is filed and eligibility for compensation 
is established under clause (C) or clause (D) of section 
10 of that Act, and that Secretary shall then certify to 
the Secretary of Labor as to whether or not the member 
concerned was fully or currently insured under title II 
of the Social Security Act at the time of his death. 


On page 4 add the following after line 11: 


Sec. 2. (a) Section 760 of title 14, United States Code, is 


amended— 





(1) by striking out “$150” in subsection (a) and 
inserting “$300” in lieu thereof; and 

(2) by adding the following subsection at the end 
thereof: 

“(e) In administering the Federal Employees’ Com- 
pensation Act for persons covered by this section— 

‘“(1) the percentages applicable to payments 
under section 10 of that Act are— 

“(A) 45 per centum for clause (C) of that 
section, in any case where the member died 
fully or currently insured under title II of the 
Social Security Act, with no additional pay- 
ments for a child or children so long as the 
widow or widower remains eligible for pay- 
ments under that clause; 

“(B) 20 per centum for clause (D) of that 
section, for one child, and 10 per centum addi- 
tional for each additional child, but not more 
than a total of 75 per centum, in any case 
where the member died fully or currently in- 
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ot under title II of the Social Security Act; 
an 
*“(C) 25 per centum for clause (E) of that section, 
if one parent was wholly dependent for support 
upon the deceased member at the time of his death 
and the other was not dependent to any extent; 16 
per centum to each if both were wholly dependent; 
and if one was, or both were, partly dependent, a 
proportionate amount in the discretion of the 
Secretary of Labor; 
(2) no payments may be made under clause (F) of 
that section; and 
(3) the Secretary of Labor of his designee shall in- 
form the Secretary of Health, Education, and Welfare 
whenever a claim is filed and eligibility for compensation 
is established under clause (C) or clause (D) of section 
10 of that Act, and that Secretary shall then certify to 
the Secretary of Labor as to whether or not the member 
concerned was fully or currently insured under title IT 
of the Social Security Act at the time of his death.” 

(b) The amendments made by this section apply only to 
benefits for months beginning after the month in which it is 
enacted. 

(c) The entitlement of any person to benefits under the 
Federal Employees’ Compensation Act as it was in effect 
before the enactment of this section is not affected by this 
section. 

PURPOSE OF THE BILL 


The purpose of this bill is to extend the benefits of the Federal 
Employees Compensation Act to senior members of the Civil Air 
Patrol who are injured or disabled, and to the survivors of those who 
are killed, while engaged in activities authorized by the Air Force for 
the benefit of the United States. Eligibility for benefits under this 
bill would be made retroactive to the organization of the Civil Air 
Patrol in 1941, but payments based on entitlement to FECA benefits 
would be authorized only after the date of enactment of this bill. 
No retroactive payments are authorized. 


BRIEF HISTORY OF CIVIL AIR PATROL 


Beginning in 1941 as a volunteer group of citizens who wanted to 
do their part in the defense of our country, the Civil Air Patrol 
rendered valuable assistance to our Government during World War II. 
Civil Air Patrol pilots flew approximately 50 million miles on missions 
for our military forces, approximately half of which were over the 
Atlantic Ocean and the Gulf of Mexico in antisubmarine patrol. 
During the war, a total of 56 Civil Air Patrol members lost their lives, 
26 of them while engaged in hazardous antisubmarine missions. 


After the war, members of the Civil Air Patrol petitioned Congress. 


for incorporation, which was granted by Public Law 476 of the 79th 
Con . Public Law 557 of the 80th Co recognized the Civil 
Air Patrol as a civilian auxili of the United States Air Force. 
Under this law, the Secretary of the Air Force is authorized to accept 
and to utilize the services of the Civil Air Patrol in fulfillment of the 
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noncombatant mission of the Air Force. Services so accepted and 
utilized by the Air Force are referred to as Air Force-authorized 
missions. 

During 1954, Civil Air Patrol pilots flew a total of 357 Air Force- 
authorized missions, employing over 31,000 members and utilizing 
nearly 6,000 aircraft, for a total of over 21,000 flying-hours. Of this 
total number of missions, 110 were actual search-and-rescue missions 
for missing military aircraft. 


GOVERNMENT ASSISTANCE TO CAP 


The Air Force makes available to the Civil Air Patrol light liaison- 
type aircraft that are excess to the requirements of the Armed Forces, 
and the Air Force also furnishes the necessary fuel and lubricants for 
the performance by Civil Air Patrol of Air Force-authorized missions. 
Members of the Civil Air Patrol do not receive pay from the Govern- 
ment for their services. The Air Force does assume responsibility for 
personal injuries to third persons and for damage to their property 
when such damage is caused by Civil Air Patrol personnel in the per- 
formance of Air Force-authorized missions. Civil Air Patrol senior 
members who are injured during such missions may be hospitalized 
and treated at Air Force hospitals. However, if any Civil Air Patrol 
members are permanently injured or killed during these missions, no 
compensation is granted to the disabled members or to the survivors 
of those who die. 


BENEFITS FLOWING TO GOVERNMENT 


An obvious question is what advantages accrue to the Government 
from the performance of Air Force-authorized missions by the Civil 
Air Patrol. The slow-flying Civil Air Patrol aircraft are more suitable 
to search-and-rescue missions than are the faster military aircraft. 
The lighter CAP aircraft are operated at a cost that is lower than 
comparable Air Force aircraft. The services of CAP personnel are 
voluntary and include the primary use of privately owned aircraft 
Thus, to the extent that the Civil Air Patrol may be used in substitu- 
tion for active-duty personnel, the Air Force is required to utilize less 
personnel and less equipment. 


ANALYSIS OF AIR FORCE-AUTHORIZED MISSIONS IN TYPICAL YEAR 


For the purpose of illustration, there follows a breakdown of the 
types of missions performed by the Civil Air Patrol for the Air Force 
during 1954: 

CAP flew 110 actual search-and-rescue Air Force-authorized 
missions, employing 9,062 members and utilizing 2,221 aircraft, for 
a total of 10,671 flying hours. 

CAP flew 54 search-and-rescue training missions upon request of 
Air Rescue Service, employing 13,876 members and utilizing 1,793 
aircraft, for a total of 5,258 flying hours. 

CAP flew 161 missions, employing 5,429 members and utilizing 
a aircraft, for a total of 4,486 flying hours, for the Ground Observer 

orps. 
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CAP flew 20 aircraft-wreckage-marking missions, employing 1,689 
members and utilizing 222 aircraft, for a total of 712 flying hours, for 
Air Rescue Service. 

CAP flew 11 Air Force-authorized missions, employing 1,735 
members and utilizing 204 aircraft, for a total of 455 flying hours, for 
Civil Defense. 

CAP membership totaled 86,507 members (36,953 senior members, 
of whom 12,756 were pilots, and 49,554 cadets). 

CAP had available 536 aircraft on loan from the Air Force and at 
least 10 times this number available from other sources. 


PRECEDENT FOR THE BILL 


The act of August 4, 1949 (14 U.S. C. 832), extends to members of 
the Coast Guard Auxiliary who are physically injured or who die as a 
result of physical injury incurred while performing any specific duty 
to which they have been assigned by competent Coast Guard author- 
ity, the same benefits provided for temporary members of the Coast 
Guard Reserve who suffer physical injury or death resulting from 

hysical injury incurred incident to service. Section 760 of title 14, 

nited States Code, extends to temporary members of the Coast 
Guard Reserve who are injured or killed in the performance of active 
duty the provisions of law authorizing compensation for employees of 
the United States suffering injuries while in the performance of their 
duties. It appears that members of the Coast Guard Auxiliary per- 
form service for the Coast Guard comparable to that which members 
of the Civil Air Patrol perform for the Air Force. 


SECTIONAL ANALYSIS 


Section 1 amends the act of May 26, 1948 (62 Stat. 274), estab- 
lishing the Civil Air Patrol by adding thereto new sections 3 and 4, 
for the purpose of providing disability benefits for members of the 
Civil Air Patrol who have incurred injuries or disabilities, including 
those resulting in death, while on active service in the performance or 
support of operational missions of the Civil Air Patrol. 

ction 3 (a) would provide that members of the Civil Air Patrol, 
except Civil Air Patrol cadets, shall, for the purpose of the administra- 
tion of the Federal Employees’ Compensation Act, be deemed to be 
civilian employees of the United States. 

Section 3 (b) would provide that in the administration of the 
Federal Employees’ Compensation Act the monthly pay of such 
members for the purpose of computing compensation for disability 
or death shall be deemed to be $300, and that the term “performance 
of duty” shall mean only active service rendered in performance or 
support of operational missions of the Civil Air Patrol. 

Section 3 (c) would provide that the Secretary of the Air Force or 
his designee shall advise, if so requested, the Secretary of Labor 
tno te the facts with respect to claims filed with the Secretary of 

abor. 

Section 3 (d) makes the provisions of the new section 3 applicable: 
as of May 20, 1941; however, no benefits would accrue or be payable. 
in any case for any period prior to the date of this act, except medical 
or other expenses as authorized by sections 9 and 11 of the Federal 
Employees’ Compensation Act. This subsection terminates the 
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entitlement to benefits now being extended to members of the Civil 
a Patrol and their dependents, coincident with the enactment of 
this act. 

Section 4 would specify that the act does not confer military or 
veteran status upon any person. 


COMMITTEE AMENDMENTS 


- The committee amended the bill in two respects. It wished to 
make certain that survivors of Civil Air Patrol members were not 
authorized benefits in excess of those authorized for dependents of 
military personnel. 

Legislation has recently passed the House and is pending in the 
Senate, which revises survivor benefits for military personnel. Under 
that legislation benefits from the Veterans’ Administration are com- 
bined with benefits which survivors of military personnel will receive 
from social security. more ona the committee amendments 
scale down the benefits Civil Air Patrol survivors may receive under 
the Federal Employees Compensation Act, so when those benefits are 
combined with social-security benefits, the total, for all practical 
purposes, will be equalized with the benefits which survivors of military 

nnel will receive. 

In addition the committee took cognizance of the fact that members 
of the Coast Guard Auxiliary and their survivors are already entitled 
to compensation and death benefits, but on a lower scale. For the 

of the Federal Employees Compensation Act, members of 
the Coast Guard Auxiliary, under present law, are given an assumed 
wage base of $150. The committee amended and raised the assumed 
wage base to $300 and thus make the benefits which may be received 
by members of the Coast Guard Auxiliary, or their survivors, the same 
as for members of the Civil Air Patrol. 


BENEFITS AUTHORIZED BY THE BILL AS AMENDED BY COMMITTEE 


There follows a table which shows the various benefits which will 
be authorized by the act: 


i ihe RR ate SAR REIS ee SR SE As GF RN LU ER TG $135 
S. Widow end Temas iis 630s is A Slack 1241 
Bi Widow: andi? eltildven.{. ciniaciuwinee eb Ccccwuslewend-istspadh sodse 1 263 
4. Widow and 3 or more Chlidret non i oe ach od de ev sc cncenenrs 1 263 
os hE UR i eas atuanishin ae eaaaib aad niacin saee we mre ae oe 2122 
We DUO ose eas ébardedla mh ek haw eed oe b MAS ee Renae Benda oe 1196 
7, relies Lah oe Si iG k tL na 1248 
C4 GaUMON 3 sisal i hee Sead Weeks Je ec ok bb ck was 1278 
9. 1 perent (whally dependent)... on. - denne ons nee in seneencedetecbece 75 
10. 2 parents (wholly dependent) ...........-...........--..-------.- 96 


1! These totals predicated on combining FECA compensation with social-security benefits based on $160 
wage credit. 


DEPARTMENT RECOMMENDATIONS 


The Department of Defense recommends enactment of the bill, 
and the Bureau of the Budget inter no objection to the committee 
amendments. The Department letter follows: 
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DEPARTMENT OF THE AIR Force, 
Orrice or THE SECRETARY, 


Washington, February 4, 1955. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 

Desr Mr. Speaker: There are forwarded herewith a. draft of 
legislation to amend the act entitled “An act to establish Civil Air 
Patrol as a civilian auxiliary of the United States Air Force and to 
authorize the Secretary of the Air Force to extend aid to Civil Air 
Patrol in the fulfillment of its objectives, and for other purposes” and 
a sectional analysis thereof. 

This ra is yr of the Department of Defense legislative 
program for 1955 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this pea for the 
consideration of the Congress. The Department of the Air Force has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


This legislative proposal would amend the act of May 26, 1948 
(62 Stat. 274), establishing a Civil Air Patrol. It would provide 
disability benefits for volunteer civilian members of the Civil Air 
Patrol, other than Civil Air Patrol cadets, who have incurred injuries 
or disabilities including those resulting in death while on active 
service in the performance or support of operational missions of the 
Civil Air Patrol, by extending to them the benefits of the Federal 
Employees’ Compensation Act. 

e benefits of the proposed bill are appropriately restricted. The 
term “performance of duty” for service rendered prior to the date of 
enactment of the proposal is specifically limited to “active service, 
and travel to and from such service, rendered in performance or sup- 
port of operational missions of the Civil Air Patrol, under direction 
of the Office of Civilian Defense, the Department of the Army (War), 
including the Army Air Forces, or the Department of the Air Force.” 

For service rendered on or subsequent to the date of enactment 
of the proposed bill, the term “performance of duty” is specifically 
limited to “active service, and travel to and from such service, 
rendered in performance or support of operational missions of the Civil 
Air Patrol, under direction of the Department of the Air Force, and 
under written authorization by competent authority covering a specific 
assignment and prescribing a time fimit for such assignment.” 

During World War II, members of the Civil Air Patrol, under the 
direction of the commanding general, Army Air Forces, performned 
invaluable services in the accomplishment of coastal patrol, liaison 

atrol, military courier service, and tow a and tracking duties 
or antiaircraft gunnery training. Civil Air Patrol operation aay 
that period is illustrated by the fact that, incident to coastal patro 
activities, nearly a quarter-million hours were flown; 363 survivors 
were reported ; 91 vessels were reported in distress; and 173 submarines 
were located and reported. Apart from the payment of expenses 
for the use of er owned aircraft and a small subsistence allow- 
ance, no emoluments were received by individuals for their services 
as active members of the Civil Air Patrol. 
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The proposed bill specifically provides that nothing contained 
therein shall be construed to confer military or veteran status upon 
any person. 

LEGISLATIVE REFERENCES 


This proposal was submitted to the 83d Congress on January 5, 
1953, as part of the Department of Defense legislative program for 
1953. It was introduced in the House of Representatives as H. R. 
2275 on January 29, 1953, and in the Senate as S. 2279 on July 2, 
1953. 

COST AND BUDGET DATA 


This proposal would cause no increase in budgetary requirements 
for the Department of Defense. 
Sincerely yours, 
(Signed) Harotp E. Tatsorr. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


EXISTING LAW THE BILL 
(62 Stat. 274) 


That Civil Air Patrol be estab- 
lished as a volunteer civilian 
auxiliary of the United States Air 
Force; and that, to assist Civil Air 
Patrol in the fulfillment of its 
objectives as set out in section 2 
of Act of July 1, 1946 (Public 
Law 476, Seventy-ninth Congress), 
the Secretary of the Air Force is 
hereby authorized, to the extent 
and under such conditions and 
regulations as he may prescribe— 

(a) to make available to Civil 
Air Patrol by gift or by loan, 
sale or otherwise, with or with- 
out charge therefor, obsolete or 
surplus aircraft, aircraft parts, 
materiel, supplies, and equip- 
ment of the Air Force Estab- 
lishment; 

(b) To permit utilization of 
such facilities of the Air Force 
Establishment as, in the opinion 
of the Secretary of the Air 
Force, are required by Civil Air 
Patrol to carry out its mission; 
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EXISTING LAW 


(ce) to furnish to Civil Air 
Patrol such quantities of gaso- 
os = os as may ~ required 

v it for the purpose o i 
out any maser ii pote, 
mission; 

(d) to establish, maintain, 
supply, and equip liaison offices 
of the United States Air Force at 
the National and State head- 
quarters of Civil Air Patrol, and 
to detail and assign military and 
civilian personnel of the Air 
Force Establishment to such 
liaison offices; 

(e) to detail military and ci- 
vilian personnel of the Air Force 
Establishment to units and in- 
stallations of Civil Air Patrol to 
assist in the training program of 
Civil Air Patrol. 

Sec. 2. The Secretary of the Air 
Force is authorized in the fulfill- 
ment of the noncombatant mission 
of the Air Force Establishment to 


accept and utilize the services of 
Civil Air Patrol. 


THE BILL 


That the Act approved May 26, 
1948 (62 Stat. 274), entitled “An 
Act to establish Civil Air Patrol 
as a civilian auxiliary of the United 
States Air Force and to authorize 
the Secretary of the Air Force to 
extend aid to Civil Air Patrol in 
the fulfillment of its objectives, 
and for other purposes’’, is hereby 
amended by adding thereto the 
following new sections: 

“Sec. 3. (a) Volunteer civilian 
members of Civil Air Patrol, ex- 
cept Civil Air Patrol Cadets, 
shall, for the purpose of adminis- 
tration of the Federal Employees’ 
Compensation Act, be deemed to 
be civilian employees of the United 
States within the meaning of the 
term ‘employee’ as defined in sec- 
tion 40 of that Act, and the provi- 
sions of that Act shall apply to 
them in all respects, subject to the 
remaining provisions of this sec- 
tion. 
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EXISTING LAW 


THE BILL 


*“(b) In the administration of 
that Act in such cases the follow- 
ing shall apply: 1) The monthly 
pay of such members for the pur- 
— of computing compensation 
or disability or death shall be 
deemed to $300; and (2) as 
applied to such members, the 
term ‘performance of duty’, as 
used in that Act, shall mean only 
active service, and travel to and 
from such service, rendered in 
performance or support of opera- 
tional missions of the Civil Air 
Patrol, under direction of the 
eee of the Air Force, and 
under written authorization by 
competent authority covering a 
specific oe and prescrib- 
ing a time limit for such assign- 
ment. 

““(c) When a claim is filed, tho 
Secretary of Labor or his designee 
may inform the Secretary of the 
Air Force or his designee, who shall 
advise, if so requested, the Secre- 
tary of Labor concerning the facts 
with respect to the injury, includ- 
ing the question whether at the 
time of injury the member of the 
Patrol was rendering service, or 
engaged in travel to or from such 
service, in performance or support 
of an operational mission of the 
Patrol: Provided, That this shall 
not be construed to dispense with 
the reports of the member’s im- 
mediate superior required under 
section 24, or other reports agreed 
coon under section 28a of that 

ct. 

“(d) The provisions of this sec- 
tion shall be applicable as of May 
20, 1941, in the cases of members 
of the Civil Air Patrol as it existed 
under and pursuant to Executive 
Order 8757 of May 20, 1941, as 


amended by Executive Order 9134 
of April 15, 1942, and Executive 
Order 9339 of April 29, 1943: 
Provided, That the time limitations 
in that Act, in respect to notice of 
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EXISTING LAW 


THE BILL 


injury and claim for compensa- 
tion, shall not begin to run until 
the date of enactment of this Act: 
Provided further, That no benefits 
under that Act shall accrue or be 
payable in any case for any period 
prior to the date of this Act, but 
this provision shall not bar the 
payment or reimbursement of 
medical and other expenses as 
authorized by sections 9 and 11 of 
that Act, if not otherwise paid or 
furnished by the United States: 
Provided further, That, with re- 
spect to services rendered prior to 
the enactment of this Act, the 
term ‘performance of duty’, as 
used in that Act, shall mean only 
active service, and travel to and 
from such service, rendered in 
performance or support of opera- 
tional missions of the Civil Air 
Patrol, under direction of the 
Office of Civilian Defense, the 
Department of the Army (War), 
including the Army Air a or 
the Department of the Air Force: 
And provided further, That the 
entitlement of any person to 
receive benefits from the United 
States under any other provision 
of law in effect prior to the date of 
enactment of this Act for an 
injury or death for which benefits 
are authorized by this Act is 
hereby terminated. 

“Sec. 4. Nothing in this Act 
shall be construed to confer mili- 
tary or veteran status upon any 
person.” 
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June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Harris, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


(To accompany 8S. 1456) 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1456) to amend sections 212, 219 (a), 221 (a), 
and 410 (a) of the Communications Act of 1934, as amended, havin 
considered the same, report favorably thereon with amendments Fe 
recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 2, line 17, after “Section 219” insert “(a)”. 

Page 2, line 20, strike out “the section” and insert “such section 
219 (a)’’. 

Page 4, line 2, after “agreements” insert “, arrangements, or con- 
tracts affecting the same, as the Commission may require’. 

Page 5, lines 10 and 11, strike out “the section” and insert “such 
section 410 (a)’’. 


PURPOSE OF LEGISLATION 


It is the purpose of this legislation to relieve the Federal Communi- 
cations Commission and common carriers subject to its jurisdiction 
of administrative burdens which do not benefit the public interest but 
which result in a waste of money and manpower. Specifically, the 
bill would—— 

(1) make inapplicable in the case of companies under common 
ownership the present requirement that authority must be ob- 
tained from the Federal Communications Commission before any 
person may hold the position of officer or director of more than 
one common carrier subject to the act; 

(2) make inapplicable in the case of limited or specialized 
carriers the present requirement that the annual reports required 
of common carriers subject to the act must contain certain 
specified detailed information; 
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(3) eliminate the present requirement of mandatory hearings 
by the Federal Communications ‘Commission in all cases of 
acquisition or merger of telephone companies, and give the FCC 
discretion whether or not hearings should be held in the public 
interest unless such hearings are requested by a telephone com- 
pany, or an association of telephone companies, or by a State 
commission or local governmental authority; and 

(4) give to joint boards (composed of members of the Federal 
Communications Commission and the various States affected 
by a particular communications problem) the same power as is 
now conferred on hearing examiners, thus giving the full Com- 
mission an opportunity to act before a final determination is made 
in a particular case referred to a joint board. 

This legislation has been requested by the Federal Communications 
Commission and the committee knows of no opposition to this legis- 
lation. The committee feels that the proposed amendments will 
promote efficiency and serve the public interest. 

The Subcommittee on Transportation. and Communications held 
hearings at which the Federal Communications Commission and the 
common carriers involved appeared and testified in favor of this 
legislation. 

INTERLOCKING DIRECTORATES 


Section 212 of the Communications Act at present requires that 
authority must be obtained from the Commission before any person 
may hold the position of officer or director of more than one common 
carrier subject to the act. Such person must show that neither pub- 
lic nor private interests will be adversely affected by his holding such 
positions. The section was designed to prevent the abuses which 
might be expected to flow from so callect Thawseoking directorates. 
However, nearly all the applications for authority to hold dual posi- 
tions received by the Commission involve companies under common 
ownership. In recent years the FCC has been called upon to con- 
sider many requests by officers or directors of one company of a com- 
monly owned or controlled system such as the Bell System of the 
American Telephone & Telegraph Co. to serve as well in a similar 
capacity with respect to another company within the system. Such 
applications have been consistently approved by the Commission since 
it feels that this type of dual holding does not adversely affect either 
public or private interests. 

The proposed amendment would change section 212 so as to permit 
the Commission to exempt from the requirements of the section those 
persons holding dual positions in carriers one of which owns more than 
50 percent of the stock of the other or both of which are more than 
50 percent owned by the same person. It is expected that this will 
relieve the Commission and the carriers of considerable unnecessary 
administrative burden and expense. 


ANNUAL REPORTS 


The need .of an amendment to section 219 (a) arises primarily out 
of the development and growth of certain new types of limited or 
specialized common carriers.in the communications field. particularly 
in the mobile and maritime fields, Section 219 (a). of the act au- 
thorizes the Commission to require annual reports of common carriers. 
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The first sentence of section 219 (a) gives the Commission discretion- 
ary authority to require common carriers to submit annual reports of 
financial, statistical, and other information. Once the Commission 
requires the report to be submitted, the second sentence of section 
219 (a) which is couched in mandatory terms prescribes a long list of 
data which shall be included in such annual reports. 

The data prescribed to be furnished is desirable in the ene 
sive reports required from large carriers and undoubtedly will be con- 
tinued in future reports from the large carriers. On the other hand, 
such detailed information ordinarily is not necessary in reports from 
specialized carriers and furnishing it imposes a substantial unnecessary 
burden on them. 

Various new types of limited or specialized carriers have developed 
in the communications field in recent years and the Commission’s ex- 
perience has proved that it is not necessary to require the small spe- 
cialized carriers to submit information in as much detail as the larger 
carriers who furnish @ more general type of communications service. 
In order to give the Commission flexibility and to permit it more 
readily to tailor its requirements to particular needs for information, 
the bill would amend section 219 (a) so as to authorize the FCC to 
determine the type of information each carrier should submit. 


MERGERS OF TELEPHONE COMPANIES 


Section 221 (a) of the act requires the Commission to hold public 
hearings upon all applications requesting authority to consolidate 
telephone properties or authority of one telephone company to 
acquire the property or control of another: 

is section is designed to permit the FCC to confer immunity from 
the antitrust laws in cases of telephone company acquisitions and 
eee where the Commission finds that such acquisition or merger 
would be of an advantage to the persons to be served and in the public 
interest. The record reveals that almost all of the applications filed 
under this section are generally supported by all parties in interest 
including the telephone users themselves and involved no points of 
et significance which justified the time and expense of a public 

earing. 

The bill as passed by the Senate requires the Commission to hold 
hearings when requested by a telephone company, or an association of 
telephone companies, or by State commissions or local governmental 
authority. This provision has the support of the Independent 
Telephone Association. In all other cases, the Commission will have 
discretion to determine whether or not a hearing is justified. 

The Cong on August 2, 1949, made an amendment similar to 
what the FCC recommended to section 5 (2) (b) of the Interstate 
Commerce Act which added a clause making public hearings manda- 
tory in cases involving consolidations, mergers, and acquisitions of 
control of railroads, a proviso that such hearings need not be held 
where the Commission “determines that a public hearing is not 
necessary in the public interest.” 


POWERS OF JOINT BOARDS 


Section 410 (a) of the act eae for the referral of matters arising 
under the Communications to joint boards composed of members 
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from the FCC and the various States affected by a particular com- 
munications problem at issue. Originally, the section provided that 
such boards should have the same power and authority as a single 
Commissioner designated to hold a hearing. However, the Com- 
munications Act Amendment of 1952 (act of July 16, 1952, 66 Stat. 
711) abolished the former procedure under which single Commissioners 
could hear cases, and section 410 (a) was amended at the same time 
so as to confer on joint boards the same authority as is conferred on 
the Commission itself. 

The Commission believes that such a delegation of power is too 
broad. It also felt that, in view of such a broad delegation, it is 
unlikely that it would ever find it desirable to refer matters to such 
boards. The proposed amendment to section 410 (a) would authorize 
the Commission to confer on joint boards the same power and author- 
ity as is now conferred on the Commission’s hearing examiners in 
adjudicatory cases and thereby gives the full Commission an oppor- 
tunity to act before a final determination is made. 

The comments of the Federal Communications Commission are set 
forth below. 


FeperaAt ComMMUNICATIONS CoMMISSION, 
Washington, D. C., February 14, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear ConGressMAN Prisest: This is in reply to your request for 
the Commission’s comments on S. 1456, a bill to amend various 
sections of the Communications Act of 1934 relating to the Com- 
mission’s regulation of common carriers. 

S. 1456 was introduced at the request of the Commission, and 
constitutes part of our legislative program. The bill was amended 
in several respects before it was passed by the Senate, and the Com- 
mission has no objection to those amendments. 

As you know, a similar bill, H, R. 4939, is pending before your 
committee, and the Commission presented testimony concerning it 
before the Transportation and Communications Subcommittee on 
February 2, 1956. 

The Eicomiaaren strongly favors the enactment of this proposal as 
it was enacted by the Senate, and if we can be of any further assistance 
to your committee in connection with it, please do not hesitate to call 
upon us. 

Sincerely yours, 
Grorce C. McConnauGuey, Chairman. 





Feperat Communications Commission, 


Washington, D. C., February 28, 1955. 
Hon. Sam RAyYBurn, 


Speaker of the House of Representatives, 
Washington, D. C. 
Dear Mr. Speaker: The Federal Communications Commission 
wishes to recommend for the consideration of the House of Representa- 
tives four amendments to the Communications Act of 1934, as 
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amended, relating to its regulatory authority over communications 
common carriers, enactment of which, it is believed, will substantially 
relieve the administrative burdens of such regulation on both the 
Commission and the carriers subject to its jurisdiction without in 
any way detracting from the essential regulatory authority of the 
Commission. These amendments are to sections 212,219 (a), 221 (a), 
and 410 (a) of the act, respectively. A draft bill incorporating each 
of the amendments is attached. 

Section 212 of the Communications Act presently makes it unlawful 
for any person to hold the position of officer or director of more than 
one carrier subject to the act, unless the dual holding is first authorized 
by Commission order upon a showing, in a manner to be prescribed by 
the Commission, that neither public nor private interests will be 
adversely affected thereby. An objective of Congress in enacting this 
requirement—the prevention of the exercise of indirect control over 
ostensibly competing carriers through such “interlocking direc- 
torates’’—is, we believe, clearly salutary. But the all-embracing 
language of the section makes it applicable to dual holdings within 
an integrated communications system under common ownership and 
control as well as to interlocking relations between the competitive 
systems to which the section must have been primarily intended to 
apply. The result has been that in recent years the Commission has 
been called upon to consider a substantial number of requests by 
officers or directors of one company of a commonly owned and con- 
trolled system, such as the Bell System of the American Telephone & 
Telegraph Co., to serve as well in a similar capacity with respect to 
another company within the system. The Commission has felt that 
in such situations, where the dual holding cannot have any effect upon 
the ultimate control or management policy of either of the companies, 
the determination as to whether a particular individual can best serve 
the interests of the system by concentrating his efforts in one of the 
constituent eo ye or by making his talents available to more than 
one is a detail of carrier management which can and should be left to 
the discretion of the carrier itself. It has, accordingly, regularly issued 
orders approving such requests. It is believed, however, that in the 
interests of efficiency and avoidance of unnecessary effort by both the 
Commission and the carrier personnel involved, it would be advisable 
to amend section 212 to make possible elimination of unnecessary 
applications and Commission orders in such situations. This would 
be accomplished by amending section 212 to add the following proviso 
at the end of the first sentence: 


“Provided, That the Commission may authorize persons to hold the 
position of officer or director in more than one such carrier, without 
regard to the requirements of this section, where it has found that one 
of the two or more carriers directly or indirectly owns more than 50 
per centum of the stock of the other or others, or that 50 per centum or 
more of the stock of all such carriers is directly or indirectly owned by 
the same person.” 

In addition, certain language changes will be required in the second 
sentence of the section, as revised, in view of the insertion of the new 
proviso. These are set out in full in the draft bill attached hereto. 

The need for an amendment to section 219 (a) of the act arises 
partly out of an apparent ambiguity of the existing language and 
partly out of the development and growth of certain new types of 
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limited or specialized common carriers.in the communications field 
concerning the operation of which a somewhat lesser degree of annual 
information may be necessary in order to insure effective Commission 
regulation. The first sentence of this section presently authorizes 
the Commission to require the filing of annual reports by all carriers 
subject to the act, a provision taken over from the Interstate Com- 
merce Act, as amended. However, the second sentence of the section, 
which was added at the time the Communications Act of 1934 was 
adopted, speaks in mandatory terms and provides that such annual 
reports “shall show in detail” a long list. of specific types of informa- 
tion. The absolute nature of these uirements is, apparently, 
stressed by the language of the third and last sentence of the subsec- 
tion which authorizes the Commission, by ation, to require that 
additional information be contained in such annual reports. And 
while the legislative history relating to the section is by no means 
extensive, what there is tends to reinforce the interpretation of the 
section which would make mandatory the inclusion in any annual 
report required to be filed by the Commission of all of the detailed 
information specified in the second sentence of the section. 

Experience in recent years, especially with respect to certain types 
of specialized common carriers which have been established in the 
mobile and maritime services, has indicated that some of the informa- 
tion requieed by the second sentence of the section is unnecessary and 
serves little or no regulatory function. Accordingly, this section 
should be amended to make clear -hat the Commission has authority 
to tailor the annual reports required from particular types of carriers 
to the peculiar needs of the Commission with respect to each service 
and type of carrier. This would be accomplished by amending the 
second sentence of the section by inserting the words “Except as 
otherwise required by the Commission” at the beginning of the 
sentence so that it will read: “Except as otherwise required by the 
Commission, such annual reports shall show in detail * * *.” 

It is presently prov iien in section 221 (a) of the act that the Com- 
mission must hold public hearings upon all applications for authority 
to consolidate telephone properties or for authority for one telephone 
company to acquire the property of another or the control of another. 
It is believed that this mandatory hearing requirement should be 
eased, as many of the applications being received are of such minor 
significance that hearings are not justified. This is particularly true 
since in a large number of these cases all conceivable parties in interest 
are actively in favor of the merger. The Congress on August 2, 1949, 
made an amendment, similar to what the Commission is recommend- 
ing, to section 5 (2) (b) of the Interstate Commerce Act by adding to 
a clause making public hearings mandatory in cases involving con- 
solidations, mergers, and acquisitions of control of railroads a proviso 
that such hearings need not be held where the Commission ‘‘deter- 
mines that a public hearing is not necessary in the public interest.” 
In its 66th Annual Report for the fiscal year ended October 31, 1952, 


the Interstate Commerce Commission, commenting upon the results 
of the amendment of August 2, 1949, stated that during the year 
under report it ‘found that public hearmgs were not necessary in 32 
out of 35 proceedings under section 5 (2).” It is believed that similar 
savings in time-consuming procedures would be realized in the 
Federal Communications Commission if section 221 (a) were similarly 
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amended, as set forth in detail in the appendix. This amendment 
would permit the Commission to dispense with the hearing in an 
case where, after notifying all parties in interest and considering their 
views, the Commission determines that such a hearing is not necessary 
in the public interest. The new age proposed is patterned 
after language now in sections 220 (i) and 309 (a) of the act and the 
amendment of August 2, 1949, to section 5 (2) (b) of the Interstate 
Commerce Act. 

In the Communications Act Amendments, 1952, Congress rewrote 
section 409 (a) of the act so as to provide that adjudicatory hearings 
should be conducted only by the Commission or by one or more ex- 
aminers. This had the effect of forbidding the hearing of adjudica- 
tory matters by a single member of the Commission. With section 
409 (a) so rewritten it was igen to make certain amendments to 
section 410 (a) to bring it into conformity with the new age of 
section 409 (a). In amending section 410 (a) Congress provided that 
certain Spear might continue to be referred to a joint board com- 

of a member or members, selected from each of the States 
affected. In stating the jurisdiction and powers conferred upon such 
a joint board, it was stated in the amendment adopted that any such 
board should have all the jurisdiction and powers conferred by law 
upon the Commission whereas the language replaced gave these joint 
boards only the same powers as po by a single member of the 
Commission when designated by the Commission to hold a hearing. 
It would seem that the new delegation of jurisdiction and powers is 
undesirably broad. 

In any event, with the wording of section 410 (a) inserted by the 
Communications Act Amendments, 1952, it does not seem likely that 
the Commission would ever find it desirable to refer any matter to a 
joint board. It is believed that if the second sentence of section 
410 (a) were changed to give joint boards the same jurisdiction that 
is now conferred on an examiner, it would be more nearly what Con- 
gress must have intended and would make the section more usable 
to the Commission in the administration of the act. 

The consideration of these amendments by the House will be 
greatly appreciated. The Commission will be most happy to furnish 
any additional information that may be desired by the House of 
Representatives or by any committee to which this material is referred. 
The Bureau of the Budget has advised the Commission that it has no 
objection to the submission of this letter. 

by direction of the Commission: 

Grorce C. McConnavucuey, Chairman. 


CHANGES IN EXISTING LAW 


a compliance yon clause 3 of rule ome he coated the aa 
of Representatives, changes in existing law made by the bill, as passe 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 
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Communications Act oF 1934, as AMENDED 


INTERLOCKING DIRECTORATES—OFFICIALS DEALING IN SECURITIES 


Src. 212. After sixty days from the enactment of this Act it shall 
be unlawful for any person to hold the position of officer or director 
of more than one carrier subject to this Act, unless such holding shall 
have been authorized by order of the Commission, upon due showing 
in form and manner prescribed by the Commission, that neither 
public nor private interests will be adversely affected thereby: Pro- 
vided, That the Commission may authorize persons to hold the position 
of officer or director in more than one such carrier, without regard to the 
requirements of this section, where it has found that one of the two or 
more carriers directly or indirectly owns more than 50 per centum of the 
stock of the other or others, or that 50 per centum or more of the stock of 
all such carriers is directly or indirectly owned by the same person. 
After this section takes effect it shall be unlawful for any officer or 
director of any [such] carrier subject to this Act to receive for his own 
benefit, directly or indirectly, any money or thing of value in respect 
of negotiation, hypothecation, or sale or any securities issued or to 
be issued by such carrier, or to share in any of the proceeds thereof, 
or to participate in the making or paying of any dividends of such 
(carrier] carriers from any funds properly included in capital account, 

- + * * * . s 


ANNUAL AND OTHER REPORTS 


Src, 219. (a) The Commission is authorized to require annual re- 
ports under oath from all carriers subject to this Act, and from persons 
directly or indirectly controlling or controlled by, or under direct or 
indirect common control with, any such carrier, to prescribe the man- 
ner in which such reports shall be made, and to require from such 
persons specific answers to all questions upon which the Commission 
may need information. [Such] Except as otherwise required by the 
Commission, such annual reports shall show in detail the amount of 
capital stock issued, the amount and privileges of each class of stock, 
the amounts paid therefor, and the manner of payment for the same; 
the dividends paid and the surplus fund, if any; the number of stock- 
holders (and the names of the thirty largest holders of each class of 
stock and the amount held by each); the funded and floating debts and 
the interest paid thereon; the cost and value of the carrier’s property, 
franchises, and equipments; the number of employees and the salaries 
paid each class; the names of all officers and directors, and the amount 
of salary, bonus, and all other compensation paid to each; the amounts 
expended for improvements each year, how expended, and the char- 
acter of such improvements; the earni and receipts from each 
branch of business and from all sources; the operating and other ex- 
penses; the balances of pres and loss; and a complete exhibit of the 
financial operations of the carrier each year, including an annual bal- 
ance sheet. Such reports shall also contain such information in rela- 
tion to charges or regulations concerning charges, or agreements [ar- 
ee or contracts affecting the same, as the Commission may 
require]. 
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SPECIAL PROVISIONS RELATING TO TELEPHONE COMPANIES 


Src. 221. (a) Upon application of one or more telephone companies 
for authority to consolidate their properties or a part thereof into a 
single company, or for authority for one or more such companies to 
acquire the whole or any part of the property of another telephone 
company or other telephone companies or the control thereof by the 
purchase of securities or by lease or in any other like manner, when 
such consolidated company would be subject to this Act, the Com- 
mission shall [fix a time and place for a public hearing upon such 
application and shall thereupon] give reasonable notice in writing to 
the Governor of each of the States in which the physical property 
affected, or any part thereof, is situated, and to the State commission 
having jurisdiction over telephone companies, and to such other 
persons as it may deem advisable [J] , and shall afford such parties 
a reasonable opportunity to submit comments on the proposal. <A public 
hearing shall be held in all cases where a request therefore is made by a 
telephone company, an association of telephone companies, a State 
Commission, or Bir governmental authority. [After such public 
hearing,] Jf the Commission finds that the proposed consolidation, 
acquisition, or control will be of advantage to the persons to whom 
service is to be rendered and in the public interest, it shall certify 
to that effect; and thereupon any Act or Acts of Congress making the 
proposed transaction unlawful shall not apply. Nothing in this sub- 
section shall be construed as in anywise fimitin or restricting the 
powers of the several States to control and vee Se telephone com- 
panies. 


* 4a a * * x > 


USE OF JOINT BOARDS-——-COOPERATION WITH STATE COMMISSIONS 


Src. 410. (a) Except as provided in section 409, the Commission 
may refer any matter arising in the administration of this Act to a 
joint board to be composed of a member, or of an equal number of 
members, as determined by the Commission, from each of the States 
in which the wire or radio communication affected by or involved in 
the proceeding takes place or is proposed. For purposes of actin 
upon such matter any such board shall have all the jurisidction an 
powers conferred by law upon an examiner provided for in section 11 
of the Administrative Procedure Act, designated by the Commission, 
and shall be subject to the same duties and obligations. The action 
of a joint board shall have such force and effect and its proceedings 
shall be conducted in such manner as the Commission shall by regu- 
lations prescribe. The joint board member or members for each 
State shall be nominated by the State commission of the State or by 
the Governor if there is no State commission, and appointed by the 
Federal Communications Commission. The Commission shall have 
discretion to reject any nominee. Joint board members shall receive 
such allowances for expenses as the Commission shall provide. 
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84TH Concress t HOUSE OF REPRESENTATIVES | Report 
2d Session No. 2541 





AUTHORIZING THE DISPOSAL OF THE NAVY RELIC, 
U, S. S. “HARTFORD” 





Jung 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Corr, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 9419] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 9419) to authorize the disposal of the United States ee 
Hartford, having considered the same, report favorably thereon wit 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: ge 

Strike all after the enacting clause and insert in lieu thereof the 

following: 
That the Secretary of the Navy is authorized to restore and preserve the United 
States ship Hartford, and upon completion to maintain the United States ship 
Hartford as a historic monument for display to the public either by direct operation 
as a Navy activity, or by contract. 

Sec. 2. The Secretary of the Navy shall make recommendations to the Con- 
gress prior to January 1, 1957 for the preservation of Navy ships and relics 
which are deemed to be of unusual historic interest together with an estimate of 
the cost of carrying out such program. 

Sec. 3. There is hereby authorized to be appropriated out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to 
carry out the purposes of this Act. 


Amend the title to read as follows: 


A bill to provide for the preservation of the United States ship Hartford, and 
for other purposes. 


PURPOSE OF THE LEGISLATION 


The bill would provided statutory authority which the Secretary of 
the Navy feels is desirable before disposing of the U. S. S. Hartford. 
It would also provide for the disposal, by loan, sale, or gift of parts or 
pieces suitable for use as souvenirs, relics or mementos. 
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EXPLANATION OF THE BILL 


The act of July 23, 1954 (60 Stat. 527) dealt with the restoration 
and maintenance of the U. S. S. Constitution, and the transfer of the 
U. S. S. Constellation to Baltimore, Md., the U. S. S. Hartford to 
Mobile, Ala.; and the U. S. S. Olympia and the U. S. S. Oregon to 
applicants with certain 2 ag 

The sections which relate specifically to the Hartford provide that 
applications for transfer could be received only from organizations 
desiring this vessel for memorial purposes at Mobile, Ala., that those 
applications could only be received until July 23, 1955, and that 
transfer could only be effected until July 23, 1955. No provisions 
for disposal of this vessel in the event a donation is not effected are 
included, although specific authority for the disposal of the Olympia 
and Oregon is provided. 

No applications for transfer of the Hartford have been received, 
alike a patriotic group at Mobile, Ala., made extensive efforts 
to find a site and raise the necessary funds. In addition, the Hartford 
is in extremely poor condition. Due to the rotten state of her timbers, 
work about the vessel is hazardous. She is taking water badly and can 
only be kept afloat by pumps operating continuously. It is quite 
apparent that it will not be feasible to keep the Hartford afloat much 
longer without restoring her to some degree. 

General authority for the disposal of naval vessels is found in the 
acts of August 5, 1882 (22 Stat. 296), as amended (34 U.S. C. 491); 
March 3, 1883 (22 Stat. 599), as amended (34 U.S. C. 492); and 
in the Federal Property and Administrative Services Act of 1949 (63 
Stat. 378), as amended (40 U.S. C. 471-492). However, in view of 
the failure to provide in the act of July 23, 1954 (68 Stat. 527) for 
the disposal of the Hartford in the event a donation is not effected, 
although specific authority for disposal of the Olympia and the Oregon 
was provided for in said act, the Department of the Navy questions 
its authority to dispose of the Hartford through the exercise of its 
general authority for the disposal of naval vessels. 


COMMITTEE AMENDMENTS 


The committee was not in agreement with the Navy Department 
on this legislation. Quite on the contrary, it is believed that this 
historic vessel should not be scrapped, but should be restored and 
preserved as a historic monument for display to the public. 

The Hartford is the last remaining vessel of the Civil War era. 
During that war it acted as the flagship for Admiral Farragut in the 
Battle of Mobile Bay. The committee believes that the Secretary 


_ of the Navy should be authorized to restore and preserve this historic 


vessel, and upon complete restoration she should be maintained as a 
historic monument for display to the public, either by direct operation 
as a Navy activity, or by contract. 

There is a precedent. for the committee’s action in this matter. 
In the 83d Congress there was enacted the act of July 23, 1954, which 
has heretofore been mentioned in this report. This act authorized the 
restoration and maintenance of the U. 8. S. Constitution, another 
famous and historic vessel. 

The committee also amended the bill by inserting language which 
would direct the Secretary of the Navy to make recommendations to 
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the Congress prior to January 1, 1957, for the preservation of Navy 
ships and relics which are deemed to be of unusual historic interest, 
together with an estimate of the cost of carrying out such a program. 


COST AND BUDGET DATA 


The Navy estimated that the present annual maintenance cost of 
the Hartford is $18,928 and that it would cost approximately $35,000 
to scrap or otherwise dispose of this ship. The cost of completely 
restoring the Hartford is estimated to be $1,250,000. 


DEPARTMENT RECOMMENDATIONS 


The Department of the Navy recommended the disposal of the 
U.S.S. Hartford and the Bureau of the Budget interposes no objection. 
The Department letter follows: 


DEPARTMENT OF THE Navy, 
Washington, D. C., February 13, 1956. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to authorize the disposal of the U. S. S. Hartford, and for 
other purposes. 

This proposal is part of the Department of Defense legislative 
program for 1956 and the Bureau of the Budget has advised that 
there is no objection to the submission of this proposal for the con- 
sideration of the Congress. The Department of the Navy has been 
designated as the representative of the Department of Defense for 
this legislation. It is recommended that the proposal be enacted by 
the Congress. 

PURPOSE OF THE LEGISLATION 


This proposed legislation would provide statutory authority which 
the Secretary of the Navy feels is desirable before disposing of the 
U.S. S. Hartford by sale or by scrapping. It would also provide for 
the disposition by loan, sale or gift of parts or pieces suitable for use as 
souvenirs, relics or mementos. 

The act of July 23, 1954 (68 Stat. 527) dealt with the restoration 
and maintenance of the U.S. S. Constitution, and the transfer of the 
U. S. S. Constellation to Baltimore, Md.; the U. S. S. Hartford to 
Mobile, Ala.; and the U.S. S. Olympia and the U.S. 5S. Oregon to ap- 
plicants with certain qualifications. 

The sections which relate specifically to the Hartford provide that 
applications for transfer could be received only from organizations 
desiring this vessel for memorial purposes at Mobile, Ala., that those 
applications could only be received until July 23, 1955, and that trans- 
fer could only be effected until July 23, 1955. No provisions for dis- 
posal of this vessel in the event a donation is not effected are included, 
although specific authority for the disposal of the Olympia and Oregon 
is provided. . 

No applications for transfer of the Hartford have been received, 
although a patriotic group at Mobile, Ala., made extensive efforts to 
find a site and raise le funds. In addition, the Hartford is 
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in extremely poor condition. Due to the rotten state of her timbers, 
work about the vessel is hazardous. She it taking water badly and 
can only be kept afloat by pumps operating continuously. It is quite 
apparent that it will not be feasible to keep the Hartford afloat much 
longer without the expenditure of large sumsof money. This expendi- 
ture cannot be justified because these sums would have to be diverted 
from the maintenance and repair of our active and reserve fleet. 

General authority for the disposal of naval vessels is found in the 
acts of August 5, 1882 (22 Stat. 296), as amended (34 U. S. C. 491); 
March 3, 1883 (22 Stat. 599), as amended (34 U. S. C. 492); and in 
the Federal Property and Administrative Services Act of 1949 (63 
Stat. 378), as amended (40 U.S. C. 471-492). However, in view of 
the failure to provide in the act of July 23, 1954 (68 Stat. 527) for the 
disposal of the Hartford in the event a donation is not effected, although 
specific authority for disposal of the Olympia and the Oregon was 
provided for in said act, the Department of the Navy questions its 
authority to dispose of the Hartford through the exercise of its general 
authority for the disposal of naval vessels. Enactment of this pro- 
posal is, therefore, desired to provide specific authority for the dis- 
posal of the Hartford. 


COST AND BUDGET DATA 


The estimated annual maintenance cost is $18,928 and the cost of 
scrapping the Hartford is estimated to be $35,000. ‘The Department 
of the Navy will absorb the difference between scrapping and main- 
tenance cost. While items of historical value helt: of course, be 
retained, the vessel has no realizable scrap value to be deducted from 
this cost of scrapping. 

Sincerely yours, 


Raymonp H. Foauer, 
Acting Secretary of lhe Navy. 
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2d Session No. 2542 





AUTHORIZING THE CONSTRUCTION, OPERATION, AND MAINTE- 
NANCE OF THE HELLS CANYON DAM ON THE SNAKE RIVER 
BETWEEN IDAHO AND OREGON, AND FOR RELATED PURPOSES 





June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enatg, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
Together with 
MINORITY VIEWS 
[To accompany H. R. 4719] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4719) to authorize the construction, operation, 
and maintenance of the Hells Canyon Dam on the Snake River 
between Idaho and Oregon, and for related purposes, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendment is as follows: ; 

Page 2, line 5, following the word “projects,” insert the words 
“authorizes and directs’. ; 

Page 2, lines 7 and 8, strike out the words “is authorized and 
directed”. 

Page 2, line 25, strike out the word ‘The’ and insert the words 
“Notwithstanding the provisions of any otber law, the”. 

Page 3, line 4, following the word ‘‘upstream” insert the words 
“or downstream”. : 

Page 3, line 10, following the words “kilowatts of” insert the 
words “continuous prime’’. 

Page 5, lines 6 and 7, strike out the words “such sums as may be 
required” and insert the figure ““$484,000,000". 

. R. 4719 was introduced by Mrs. Pfost. Similar bills were intro- 
duced by Mr. Metcalf, Mrs. Green, and Mr. Magnuson. Four days 
of public hearings were held by the committee in July 1955, and, in 
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addition, several members of the committee attended field hearings 
of the Senate Committee on April 4, 5, and 6, 1955. Also, the irriga- 
tion and reclamation subcommittee field trip in October and November 
1955, included an inspection of the Hells Curves damsite. 


PURPOSE 


This legislation would authorize continuation of full, comprehensive, 
multiple-purpose development of the Columbia River and its tribu- 
taries. Specifically, the legislation would authorize the Secretary of 
the Interior to construct (1) the Hells Canyon Dam, powerplant and 
appurtenant facilities, including the transmission facilities to inter- 
connect the project with the Federal power system in the northwest, 
and (2) the Scriver Creek power facilities of the Payette unit of the 
Mountain Home project—both developments as described in reports 
of the Department of the Interior dated 1951. The legislation also 

rovides that additional irrigation developments in the Central and 
Conus Snake River Basin, which may be authorized by Congress in the 
future, shall be integrated with the projects authorized by this legis- 
lation for the purpose of financial assistance to such irrigation develop- 
ments from Hells Canyon and Scriver Creek power revenues. 

Authorization and construction of these projects would— 

(1) Reaffirm the jurisdiction of Congress over the development 
of the Nation’s water resources and would have the effect of 
canceling the license issued by the Federal Power Commission 
to the Idaho Power Co. for its three-dam plan of development; 

(2) Reaffirm conservation policies evolved over the last 50 
years and reassert congressional policy of securing the maximum 
development of the water resources of the Columbia River Basin 
in the best interests of the Northwest and the Nation; 

(3) Carry forward the comprehensive plan for the Columbia 
Basin which has been developed over the last 2 or 3 decades by 
the Corps of Engineers and the Department of the Interior; 

(4) Provide the maximum generation of prime power and at 
the same time furnish a large measure of flood protection to 
downstream areas by developing to the fullest this stretch of the 
Snake River and by full integration with the Columbia River 
power and flood control systems; 

(5) Assure maximum economic growth in the central and 
upper Snake River Basins and throughout Idaho by furnishing 
low cost power to this area, providing flood protection, and by 
providing financial assistance for the full development of the 
water resources of the Snake River for irrigation purposes; 

(6) Contribute to the completion of the 500-mile inland navi- 

ation route from the mouth of the Columbia to a point above 
wiston on the Snake River; and 

(7) Assist fish and wildlife conservation and provide an out- 
standing national recreational resource in one of the most rugged 
areas in the United States. 


BACKGROUND 


The Hells Canyon Dam was first proposed as a unit in the compre- 
hensive Columbia Basin development in a 1946 report of the Bureau 
of Reclamation which was approved by the Secretary of the Interior 








HELLS CANYON DAM 3 


in February 1947. This report was subsequently submitted to Con- 

ess in 1950 and printed as House Document 473, 81st Congress. 
The Hells Canyon Dam was also included as a key project in the 
Corps of Engineers’ comprehensive plan for the basin, which was com- 
pleted in 1948 and sweeney submitted to Congress and printed 
in eight volumes as House Document 531, 81st Congress. Legislation 
to authorize the Hells Canyon project was considered in the 82d 
Congress but was not enacted. 

In 1947 the Idaho Power Co. applied to the Federal Power Com- 
mission for a preliminary permit for a new project at the Oxbow site 
on the Snake River, a damsite which would be inundated by the reser- 
voir behind the high Hells Canyon Dam, but the company subse- 
quentty requested that this application be pemponenny suspended. 

In December 1950, the company formally applied for a license to 
build the Oxbow project and in May 1953, the company filed license 
applications for the other 2 projects of its 3-dam plan—the Brownlee 
and low Hells Canyon projects. 

In July 1952, the then somite of the Interior intervened in the 
Federal Power Commission proceeding to oppose granting of the 
license and in May 1953, Secretary McKay withdrew the Depart- 
ment’s intervention. The Federal Power Commission, in August 
1955, issued a license to the Idaho Power Co. for construction of its 
three-dam plan. 


ENGINEERING ASPECTS 


The Hells Canyon project is a multiple- se development 
designed to fully develop a 93-mile stretch of the Snake River. The 
Hells Canyon Dam would be located in the deep Snake River Gorge 
about 100 miles downstream from Weiser, Idaho, and about 108 miles 
upstream from Lewiston, Idaho. The dam would be a concrete arch 
structure with a height of about 720 feet above the foundation and 602 
feet above the water surface of the Snake River. The reservoir 
would store a total of 4,400,000 acre-feet of water and the powerplant 
at the toe of the dam would provide space for nine 100,000 kilowatt 
generators, eight of which would be installed initially. ‘The reservoir 
would be operated for the multipe purposes of power, flood control, 
and navigation. The operations of the project would be coordinated 
with other developments within the Columbia River Basin. In 
order to facilitate the economic development of the Central and Upper 
Snake River Basins, the legislation provides that 500,000 kilowatts of 
prime power shall be made available for use in Idaho and the Central 
and Upper Snake River Basin outside Idaho. 

With respect to the Hells Canyon development, the legislation 
provides that the operation shall not conflict with present and future 
rights for the use of water for irrigation or other beneficial consumptive 
uses upstream or downstream from the dam, either now or in the 
future. Potential future irrigation development in the Snake River 
Basin was taken into account in estimating power production from the 
Hells Canyon development. 

On the basis of historical flows of the Snake River and allowance for 
future depletion for irrigation and other beneficial consumptive uses, 
it is estimated that an average amount of 900,000 kilowatts of prime 

wer would be added to the Federal power system in the Northwest 

y the addition of Hells Canyon during a 50-year amortization period. 








roa wed pee Dis Best ee ee By ' Ae tatd “ 
~ ana ncea thet me a imi Eee seragren : 





4 HELLS CANYON DAM 


This as is based on the contribution of the Hells Canyon develop- 
ment during critical periods which determine system prime power 
output. 

The Scriver Creek power facilities comprise a system of dams, 
tunnels, powerplants, and transmission lines. ‘The works which 
would be authorized would divert waters of the North Fork of the 
a River to the Middle Fork of that river. The power facilities 
include the Upper Scriver Creek powerplant with an installed capacity 
of 37,500 kilowatts and the Lower Scriver Creek powerplant with an 
initial capacity of 60,000 kilowatts with provision for ultimate capacity 
of 120,000 kilowatts. Incidental features include the existing Cascade 
Reservoir, Smith’s Ferry Diversion Dam on the North Fork of the 
Payette River, Smith’s Ferry-Scriver Creek Tunnel, Scriver Creek 
Dam and Reservoir, Scriver Creek-Garden Valley Tunnel, and the 
necess switchyards and transmission facilities. The combined 
output from the 2 PP age ors is estimated to be 635 million 
kilowatt-hours annually. e available storage on the Payette River 
would permit flexible operation of the Scriver Creek power facilities 
with the result that most of the power would be firm, 


FINANCIAL ASPECTS 


The estimated construction cost of the Hells Canyon Dam, power- 
plant and appurtenant facilities is $308,472,000. Interest during con- 
struction would increase this amount to about $331.6 million. Tenta- 
tive allocations indicate that of this amount about $48 million would 
be allocated to nonreimbursable functions and the remaining $283.6 
million would be allocated to pon 

The Hells Canyon power facilities would be operated as an ite- 
grated unit in the Northwest Federal power system. A financial 
analysis based upon such operation indicates that addition of the 
Hells Canyon facilities to the base system would be financially sound 
and would not adversely affect existing power rates. On the basis 
of 75 percent load factor, transmission losses of 10 percent at peak 
and 7 percent average between the powerplant and load centers, and 
a diversity factor of 1.05, the firm energy attributable to the Hells 
Canyon power development amounts to 7,332 million kilowatt-hours 
annually. Assuming amortization of the power investment in 50 
years with interest at 2% percent and assuming annual transmission 
costs of $7 per kilowatt of installation, the unit cost of 7,332 million 
kilowatt-hours of firm energy attributable to Hells Canyon would be 
3.56 mills per kilowatt-hour delivered at load centers. Other methods 
of evaluating the power production attributable to the Hells Canyon 
power development have been used with about the same result. 

The Scriver Creek power facilities are estimated to cost $45,- 
934,000. Adding interest during construction and adding $4,658,000 
as the cost of presently unassigned space in Cascade Reservoir gives 
a total capital cost of $52,392,000, of which $52,134,000 would be 
allocated to power and the remainder of $258,000 would be allocated 
to fish and wildlife and recreation. A repayment study, cor, ee 
a to other Federal power development in the area, indicates 
t 


at the Scriver Creek power facilities could be repaid with interest 
at 2% percent in a period of 43 years. The rates used and which are 
now in prospect are 4.7 mills for firm energy, 2.6 mills for off-peak 
energy and 2 mills for dump energy. 
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Other than the amount for reducing flood damage ($48 million) and 
the small amount for fish and wildlife and recreation ($258,000) the 
construction césts for the Hells Canyon project and the Scriver Creek 
power facilities, including interest during construction, would be repaid 
with interest and would not be a financial burden on the Federal 
Government. After the prpnel investment in these facilities has 
been repaid, it is estimated that about $18 million annually would be 
available to assist irrigation developments pursuant to section 4 of 
the legislation. 


FEDERAL POWER COMMISSION DECISION 


The Federal Power Commission’s decision to license the Idaho 
Power Co.’s three-dam plan followed hearings before the Federal Power 
Commission which required about 150 hearing days. i 
started in 1952, the presiding examiner’s decision was filed on May 6, 
1955, and the license was issued by the Commission on August 4, 
1955. The validity of this license has been challenged and the matter 
is pamenity pending in the United States Court of Appeals. 

e examiner, in his determination, disqualified the high Hells 
Canyon Dam from consideration on the basis that Congress was not 
likely to act favorably on Hells Canyon legislation. The examiner’s 
opinion found the high dam to be clearly the superior project. 

owever, in spite of this finding, he e the necessary formal 
statutory determination under section 10 (a) of the Federal Power 
Act—that the three-dam project was best adapted to a comprehensive 
plan—on the basis of his opinion that Congress would not act upon 
a recommendation by the Commission to Congress under section 7 (b) 
that the high dam be built. For example, the examiner’s decision 
contains this language: 


Even assuming that substantial benefits would accrue to 
the prone of the United States by Federal development of 
the Hells Canyon site on the Snake River, and that such 
benefits would exceed by a substantial amount those to be 
conferred by development under private auspices by a 
licensee, there is no reason to assume that if a reeommenda- 
tion of Federal development were to be made under section 
7 (b) by the Commission, that development of these water 
resources would be undertaken by the United States within 
a foreseeable time. 


s a * 2 * 


I conclude that * * * ths likelihood of the authorization of 
and appropriation for an undertaking of the size involved in 
the high dam project is so remote as to make a recom- 
mendation to t ongress under section 7 (b) that such a 
dam be undertaken by the United States a completely useless 
action. 


I do not feel that this is a proper instance for the invoking 
of the provisions of section 7 (b) by the Commission even 
though the facts seem to point to the inescapable conclusion 
that with the marked and substantial advantage of the 
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Government’s credit, the high dam would be dollar-for-dol- 
lar the better investment and the more nearly ideal develop- 
ment of the Middle Snake. ‘ 


It is obvious that the decision of the Federal Power Commission was 
not based upon the merits of the 2 proposals—the Federal high dam 
proposal versus the company’s 3-dam plan—and that the high dam 
plan was ignored on the basis of a political determination of what Con- 
gress was likely to do. 


PROTECTION OF WATER RIGHTS 


Several of the witnesses who appeared before the committee ex- 
pressed sincere concern that the construction of Hells Canyon Dam 
might at some time in the future result in an invasion of the rights of 
consumptive users of water upstream from the project. The commit- 
tee believes any such fears are based upon a misapprehension of the 
facts and the law relating to the effect of this bill upon the beneficial 
consumptive use of water in the Snake River Basin. First of all, as 
pointed out earlier, the operation of the Hells Canyon project and the 
estimated power production therefrom has been based upon historical 
flows of the Snake River and allowance for future depletion for irri- 
gation and other beneficial consumptive uses. The great weight of 
evidence and expert testimony given the committee indicates that the 
flow of the Snake River will be adequate for the operation of the Hells 
Canyon Dam throughout the foreseeable future without conflicting 
with additional upstream or downstream consumptive uses. On this 
point, experts in the Department of the Interior and the examiner of 
the Federal Power Commission, on the basis of hundreds of pages of 
testimony, agree. The Federal Power Commission examiner found— 


With ample allowance of all foreseeable upstream args 
tion water uses, a dependable water supply can reasonably 
be expected for the efficient and economic operation of the 
high dam project during its payout period. 


. This finding was affirmed by the Commission itself in its opinion. The 


language in section 2 of the bill, as amended by the committee, should 
alleviate the fears of those who have been concerned on this point. 
This language provides as complete and effective protection to both 
existing and future water rights, valid under State law, from any in- 
fringement by this project as it is within the power of Congress to give. 


COMMITTEE’S CONCLUSIONS 


The committee concludes that the projects herein recommended for 
authorization and construction are sound and feasible developments 
from both an engineering and economic standpoint and are appropriate 
for Federal construction. The construction of Hells Canyon Dam 
would fully develop the water resources for the stretch of the Snake 
River involved for all purposes, whereas only partial development 
would result from the plan licensed by the Federal Power Commission. 


The committee concludes that there is an urgent need in the Pacific 
Northwest for increasing electric power production and that the type 
and amount of energy made available from the proposed Federal 
development makes it a more feasible project than the plan licensed 
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by the Federal Power Commission from a financial standpoint, from 
the standpoint of full development, and from the standpoint of meeting 
the pressing needs in the Pacific Northwest. In addition, the much 
greater flood control accomplishments of the proposed Federal develop- 
ment are urgently needed as evidenced by recent devastating floods in 
the Snake River Basin. In other words, the committee agrees with 
the Federal Power Commission examiner that ‘‘the high dam would 
be dollar for dollar the better investment and the more nearly ideal 
development of the Middle Snake.” 

The committee further concludes that full development of the water 
resources of the Snake River for irrigation purposes can go forward 
only if such irrigation development receives substantial financial assist- 
ance. Such financial assistance would be provided under the provi- 
sions of this legislation from net power revenues of the Hells Canyon 
and Scriver Creek projects. In this connection, the committee con- 
siders that irrigation is just as much a purpose of the Hells Canyon 
and Scriver Creek developments as if the actual irrigation of land 
were a part of such developments. 

Lastly, the committee concludes that language in section 2 of the 
bill gives assurance that there will be no conflict in the future between 
the operation of the Hells Canyon project and the use of water for 
irrigation or other beneficial consumptive uses. 


REPORTS OF THE EXECUTIVE DEPARTMENTS 


The reports of the Department of the Interior and the Federal 
Power Commission on this legislation follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 13, 1955. 
Hon. Cratr Enact, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: This is in response to your request for an 
expression of the views of this Department on H. R. 4719, a bill to 
authorize the construction, operation, and maintenance of the Hells 
Canyon Dam on the Snake River between Idaho and Oregon, and 
for related purposes. 

Briefly stated, H. R. 4719 would authorize the construction of a 
high dam and associated powerplant in the Hells Canyon reach of 
the Snake River along the boundary between Idaho and Oregon, and 
would also authorize the construction of certain smaller hydroelectric 
facilities at Scriver Creek in west central Idaho, In addition, H. R. 
4719 would provide a framework for using power revenues from these 
works as a means for returning part of the costs of future irrigation 
developments, including Mountain Home, in the central and upper 
Snake River asin, if and when such developments were authorized 
by the Congress. However, H. R. 4719 would not, in and of itself, 
authorize the construction of any irrigation works for the Mountain 
Home area or any other area. It is also pennen to observe that 
the Hells Canyon Dam contemplated by H. R. 4719 would not deliver 


water to, or otherwise serve as a poymeal part iy ie proposed 
r urigauion, development... 


Mountain Home development or any 0 
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We are firmly convinced that where a non-Federal spoon can 
provide results which, in terms of comprehensive development, are 
reasonably comparable with those anticipated from a Federal project 
the people of the region should be encouraged to utilize, in every 
roper way, the available ont of public or private organizations 
for doing the job on a non-Federal basis under conditions fully pro- 
tecting the public interest. By such a course of action, soundly con- 
ceived and vigorously pursued, the realization of the benefits of 
regional development will be speeded up, and, at the same time, the 
ability of the Nation as a whole to “Wem Em the ultimate goal will 
be enhanced. ‘This is because the Federal Government will thereby 
be enabled to devote more of its available energies and expenditures 
toward the realization of elements in the total plan that are clearly 
beyond the practical capabilities of the States and other non-Federal 
organizations. 
hese premises were succinctly stated by the President in his State 
of the Union Message to the Congress of January 6, 1955. The 
President then said: ‘“* * * the Nation must adhere to three funda- 
mental policies: First, to develop, wisely use, and to conserve basic 
resources from generation to generation ; second, to follow the historic 
pattern of developing these resources primarily by private citizens 
under fair provisions of law, including restraints for proper conserva- 
tion; and, third, to treat resource development as a partnership under- 
taking—a partnership in which the participation of private citizens 
and State and local governments is as necessary as is Federal partici- 
pation.” The President also said that the Federal Government must 
shoulder its own partnership obligations by undertaking projects of 
such complexity and size that their success requires Federal develop- 
ment. 

The Federal Power Commission now has under active considera- 
tion applications for licenses to develop this stretch of the Snake 
River by a private corporation. ‘The Commission is considering these 
applications under the provisions of the Federal Power Act as amended 
and reenacted by the Congress in 1935. The act provides, through 
the Federal Power Commission, a congressionally established ma- 
chinery to determine whether proposals for non-Federal development 
adhere, or can be adapted to adhere, to principles of sound conserva- 
tion and wise use of our basic water resources. 

When an Replication has been filed with the Commission for a license 
to undertake development of resources which the Congress has not 
reserved for Federal undertaking, the Commission, as a prerequisite to 
issuing a license, is under a congressionally established mandate to 
determine, among other things, that such project is or can be made 
best adapted for the development, conservation, and utilization, in 
the public interest, or the water resources of the region in accordance 
with a im. aie plan for the development of those resources. 
This is clearly established by section 10 (a) of the Federal Power Act 
as reenacted by the Congress in 1935. The Commission before it 
issues a license must be satisfied that the pecnond development for 
which application has been made meets that test, and it is empowered 


and obligated to require whatever modifications may be necessary to 
meet these criteria. 


On the other hand, the Congress requires, by the act as originall 
passed and as repassed in 1935, that w pau the Commission fin 
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that the development of water resources for public purposes should be 
undertaken by the United States itself cations be not approved 
and that the Commission’s findings and appropriate recommendations 
be submitted to the Congress (Federal Power Act, sec. 7 (b)). 

The Supreme Court has said of the statutes establishing the Federal 
Power Commission, ‘These enactments expressed general policies and 

anted broad administrative and investigative power, making the 
Goanmalbbinies the permanent disinterested ake gd of Congress to 

out these policies.” (Chapman v. Power Commission, 
345 U.S. 153, 168 (1953).) 

Extensive hearings on the pending applications have been held and 
the Commission, having received its examiner’s report, now has the 
matter under advisement. This Department has made available to 
the Commission all of the information, memoranda, and testi- 
mony of engineers and other witnesses that have been requested by 
the Commission. 

The congressionally established machinery for making the determi- 
nations mentioned above is in motion, being, in fact, in the midst of the 
process. Under these circumstances, the issue should not be deter- 
mined in advance and in derogation of the very process the Congress 
has established, and we recommend, therefore, that action by the 
committee be deferred until the Federal Power Commission has 
acted upon the applications now before it. 

As a step in bringing out all the facts relating to the irrigation po- 
tentials of the Mountain Home area, such as various possible means of 

roviding water, selection of lands for initial development, costs, 
Penefite, sources of financial assistance, and all other facets of the 
problem, the Department is making the necessary investigations, 
within the limits of available funds, and plans to report thereon to the 
President and the Congress as soon as practicable. 

The Bureau of the Budget has advised that there is no objection to 

the presentation of this report to your committee. 
Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 





FEDERAL Power Commission, 
Washington, May 26, 1955. 
Hon. Crarr ENGieE, 


Chairman, Committee on Interior and Insular Affairs, 
United States House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: Receipt is acknowledged of your letter of 
May 17, 1955, requesting a report from the Federal Power Commis- 
sion on the bill H. R. 4719, 84th Congress, to authorize the construc- 
tion, operation, and maintenance of the Hells Canyon Dam on the 
Snake River between Idaho and Oregon, and for related a. 

The bill would authorize and direct the Secretary of the Interior 
to construct the Hells Canyon Dam as described in volume 2 of House 
Document No. 473, 81st Congress, as modified by the report of the 
Commissioner of Reclamation, approved by the Secretary on May 11, 
1951, and to construct the Scriver Creek power facilities of the Payette 
unit of the Mountain Home division, as described in the report of the 
Commissioner, approved by the Secretary on May 11, 1951. 
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The Idaho Power Co. has filed with the Commission applications 
for licenses under the Federal Power Act for three proposed water- 

wer developments designated as the Brownlee (project No. 2133), 

xbow (project No. 1971) and Hells eo (project No. 2132) 

developments, which, if constructed, would occupy the stretch of 
Snake River in which the bill, H. R. 4719, would authorize construc- 
tion of the Hells Canyon Dam by the Secretary. 

After extensive hearings, and in accordance with the Administrative 
Procedure Act and the Commission’s Rules and Regulations, the 
presiding examiner issued his initial decision on May 6, 1955, in the 
proceedings upon the applications for licenses. The law provides an 
opportunity for the filing of exceptions by all of the parties to the 
proceedings, including the Commission staff. Following the filing of 
exceptions, if any, and a probable oral ent before the Commis- 
sion, the matter will then be before the Commission for action. 

In view of the conflict between the applications for licenses and the 
proposed Hells Canyon Dam, together with the fact that the bill 
treats that dam and the Scriver Creek power facilities as one project, 
the Commission does not consider that it would be appropriate for it 
to comment on the bill, H. R. 4719. 

By direction of the Commission. 

JeroME K. Kuykenpauu, Chairman. 


COMMITTEE’S RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends 
enactment of H. R. 4719. 
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MINORITY VIEWS ON H. R. 4719 


Federal development of the Hells Canyon stretch of the Snake 
River has been before the 81st, 82d, 83d, and 84th Congresses. The 
82d Congress conducted the only extensive hearings which have been 
conducted on the legislation, at the conclusioa of which a 21-member 
committee voted unanimously against such development. The hear- 
ings conducted in the 84th Congress were so limited in scope that each 
member of the committee was afforded only 1% minutes to interrogate 
oe cam on whose testimony the Federal development would be 

On the other hand, the Federal Power Commission, the agency 
charged by the Congress with the determination of what constitutes 
the best development of the river, conducted hearings both in the field 
and in Washington, which hearings extended almost continuously for 
more than a oo and the transcript of which comprises nearly 
20,000 pages of testimony and 450 exhibits. 

At the conclusion of those hearings in 1955 the bipartisan Federal 
Power Commission by unanimous action issued a license to the private 
power company under which the private company by the use of inves- 
tors funds would develop the entire head of the river by an expendi- 
ture of $133 million. 

Federal development of the full head of the river would require 
appropriations from the Federal Treasury of $357 million, exclusive 
of interest during construction amounting to $26 million and exclu- 
sive of transmission line costs estimated by the Secretary of the 
Interior at $144 million. 

The installed cost per kilowatt of the private development to pro- 
duce 767,000 kilowatts is $173,contrasted with an installed cost per 
kilowatt of the Federal dam of $454 to produce 785,000 kilowatts. 

Construction by the contractor employed by the private company 
commenced in November of 1955. The contractor is currently 
employing 775 men in the canyon, with a monthly payroll of $420,000, 
ont within the next 30 days this force will be increased to over 1,100. 
Six million, two hundred thousand dollars has been expended on 
construction in the canyon itself, and the company is further obligated 
to an additional amount of over $9 million for equipment to be in- 
stalled, all of which expenditures will have been wasted should Federal 
development eventually occur. 

Proponents of the Federal dam have referred to the private develop- 
ment as “three little dams.’’ Actually the three “little”? dams woeld 
be as follows: Brownlee, 395 feet in height and 1,320 feet in length, 
with an installed capacity of 360,400 kilowatts, and providing 1 million 
acre-feet of flood-control storage at no cost to the Federal Govern- 
ment—among the 15 highest dams in the world; Oxbow, 205 feet in 
height and 725 feet in length, with an installed capacity of 151,000 
kilowatts; Hells Canyon, 320 feet in height and 860 feet in length, 
with an installed capacity of 272,000 kilowatts. 
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Power needs, both in the service area of the company and in the 
Northwest power pool to which the company is a contributor, will 
become critical during the next 24 months, and whereas power from 
the Federal project could not be on the line until at least the year 1963 
even if funds were appropriated this year, power from Brownlee will 
be on the line in 1958, from Oxbow in 1959, and from Hells Canyon as 
soon thereafter as it is needed. 

The Federal Government, without Hells Canyon, already has au- 
thorized projects on the lower Snake and upper Columbia Rivers, ex- 
clusive of those now under construction, which authorized projects 
are estimated to cost $1,211 million exclusive of transmission facilities. 

Everyone agrees that to meet the power needs of the area during 
the next 10 years will require expenditures of $360 million per year, 
or almost $1 million per day, and although this area has during the 
last 2 decades received a lion’s share of Federal rivers and harbors 
appropriations, yet the appropriations have not even begun to reach 
the magnitude of $1 million per day. 

We do not feel that it is the sole responsibility of the Federal 
Government to meet this burden and when local interests, whether 
public or private, are ready and willing to undertake full development 
of the resources that their efforts should go hand in hand with Federal 
expenditures so that ultimate development may be had at the earliest 
possible time and as a result of joint Federal and local public and 
private efforts. 

Another very serious aspect of this Hells Canyon legislation is its 
impact upon the water rights which have been obtained under State 
laws in southern Idaho and eastern Oregon. In addition to the other 
consumptive uses far above the stretch of the river here involved, 
there are in excess of 2,500,000 acres of highly productive irrigated 
land upon which reside in excess of 100,000 farm people, with another 
300,000 people dependent upori this agricultural economy. Further, 
there is an additional 2 million acres of land which can be placed under 
irrigation when the food and fiber needs of the Nation so require, 
provided the water has not been committed elsewhere. Recent de- 
cisions of the Supreme Court of the United States, as interpreted by 
the Department of Justice, would subjugate these upstream water 
rights for irrigation and other consumptive uses to the Federal use far 
down the river for the production of hydroelectric power. In recent 
testimony before the House Interior and Insular Affairs Committee 
on bipartisan legislation intended to prevent just such a result, the 
Department of Justice in commenting on H. R. 4719 testified that 
should the bill become law and a conflict arise between the Federal 
use down the river and consumptive use up the river that the State 
laws of Idaho and Oregon would be ignored by the Federal Govern- 
ment. The entire economy of southern Idaho and eastern Oregon is 
dependent upon those water rights which have been obtained over a 
period of 60 years under the laws of those States. We do not feel that 
the Congress should take any such position in this area or anywhere 
else in the United States. 

There is also a very serious question as to whether there is sufficient 
water in the river to fill the 3,880,000 acre-foot reservoir called for 
if the project is built under the proposed Federal plan. The engi- 
neering studies upon which the plan is based were made in 1948 and 
prior thereto. At that time the engineers in estimating the amount 
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of water available allowed only for further irrigation upsteam of 
192,000 acres, which is the acreage eventually planned to be irrigated 
in the so-called Mount Home project. As yet no irrigation has 
occurred on this project, nor is any called for in this bill. Meanwhile, 
however, since 1948 at least 225,000 acres of new irrigated land has 
been brought into production. Consequently even if the 1948 esti- 
mates were correct, and that is a serious question, they certainly 
cannot be correct now with water being diverted to irrigate in excess 
of 225,000 acres of new land, which diversion was not taken into ac- 
count in the 1948 estimates. 

Yet another serious discrepancy appears in the bill in that it pro- 
vides for 500,000 kilowatts of continuous prime power for the State 
of Idaho. This means 500,000 kilowatts every second of every minute 
of every hour of every day of the year. Unfortunately, the Federal 
project would produce something less than 80,000 kilowatts during 
about 4 months of the year. The source of the additional power 
during this period has not been indicated, nor has its cost to the 
Federal Government. 

It should be noted that the private development will contribute 
approximately $10 million each year in taxes, $6 million to the 
Federal Government and $4 million to the States of Idaho and 
Oregon. It is interesting to note that the taxes which would be paid 
by the private development over its 50-year license period would be 
$500 million, or more than the cost of the Federal project. 

The Federal Power Commission in its findings said: 


The applicant’s three-dam proposal is best adapted to a 
comprehensive plan of development as required by section 10 
(a) of the Federal Power Act. It is our judgment that the 
United States itself should not undertake the development 
of the water resources of the Hells Canyon reach of the 
Snake River. 


The President of the United States in a letter under date of February 
4, 1955, addressed to Senator Murray, has stated his opposition to the 
legislation. The Bureau of the Budget under date of Apt 18, 1955, 
also opposes enactment, as does the Secretary of the Department of 
the Interior, the Department charged with construction of the project 
should H. R. 4719 become law. 

For the above and numerous other reasons we recommend that H. R. 
4719 be not enacted. 


A. L. MILuer. 

JoHn P. Sayior. 
Craic Hosmer. 

Jack WESTLAND. 
Curr Younac. 

JoHN R. PILuion. 

J. Ernest WHARTON. 
E. Y. Berry. 
Witiiam A. Dawson. 
Joun J. RHopes. 
Hamer H. Bupes. 
James B. Urrt. 
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INDIVIDUAL VIEWS IN OPPOSITION TO H. R. 4719 AS 
REPORTED BY THE HOUSE COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS 


The necessity for the construction of the Hells Canyon Dam on the 
Snake River by the Federal Government, in our opinion, will not 
contribute to our national economic growth, but on the contrary will 
constitute an unnecessary drain on the national purse. Therefore, 
we are opposed to the enactment of H. R. 4719. 

The estimated cost of the instant project amounts to $484 million 
and this sum is specified in the bill. However, most Federal water 
projects seem to have one thing in common, i. e., a major underesti- 
mation of cost. It is reasonable to assume that in the estimation of 
the cost of construction of the Hells Canyon Dam there will be no 
deviation from this pattern. A careful study of the hearings clearly 
indicates this fact. 

We do not undertake here to set forth all our reasons for opposin 
H. R. 4719. Some of them are contained in the minority report file 
by other members of the committee; however, it appears that the 
Federal Power Commission, by unanimous action, has issued a license 
to private power companies for the construction of three dams on the 
Snake River which, as we understand the testimony at the hearing, 
will produce sufficient power for the needs of the area which Would 
be served by the Hells Canyon Dam, and this without cost ot the 
Federal taxpayer. In fact, the Federal taxpayer would gain to the 
extent of approximately $10 million each year from taxes paid to the 
Federal Government and to the States of Idaho and Oregon. 

We are firm believers of the development of our national resources 
and at Federal expense if necessary. In this case it does not seem to 
us that it is necessary for the taxpayer to become involved. 

It is our understanding that a repudiation by the Federal Govern- 
ment of the present contract for the development of the water re- 
sources on the Snake River might cost the Federal Government a 
sum approximating $78 million. That is an item to be considered. 

We think the bill as offered by the majority of the committee would 
commit the Government to a program which would be excessive in 
cost. We sincerely hope the bill will be rejected. 


James A. HaAtey. 
Grorce A. Suurorp: 
14 


0 








84TH CoNGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2543 





REDEVELOPMENT OF DEPRESSED INDUSTRIAL AND 
RURAL AREAS _ 





June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


[To accompany H. R. 11811] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 11811) to alleviate conditions of excessive unemploy- 
ment and underemployment in depressed industrial and rural areas, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 9, after “‘members” insert “or their designees”. 

Page 2, lines 17 and 18, strike out “Committee, or any duly estab- 
lished subeommittee thereof,” and insert ““Committee’’; and in lines 22 
and 25 strike out “Committee, or any duly established subcommittee 
thereof.’’ and insert ‘‘Committee.”’ 

Page 4, line 17, strike out ‘rural areas’’ and insert ‘‘counties, parts 
or groups of counties, and other areas’’. 

age 4, line 19, strike out ‘‘the largest” and insert ‘‘an excessive’. 

Page 5, line 25, strike out “seven” and insert “nine”’. 

Page 6, line 3, after “agricultural groups,” insert “and local gov- 
erament,’’. 

. Page 6, after the period in line 4 insert the following new sentence: 


In appointing any local committee, the Administrator shall 
give due consideration to any recommendations made with 
respect thereto by the governor of the State in which the 
EeeererPrnens area represented by such committee is 
ocated, 


Page 8, line 2, strike out “‘a lasting’ and insert “more than a 
temporary’”’. 

Page 8, strike out line 21 and all that follows down through line 7 
on page 9. 
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Page 9, line 10, strike out “private or’’; and in line 11 strike out 
“or association’’. 

Page 9, line 18, strike out “a lasting’ and insert “more than a 
temporary”’. 

Page 10, line 9, insert the following new subsections 


(c) No loan or grant shall be made under this section or 
section 8 if the proposed project, plant, or facility is for the 
rendition to the public of a service for which, if rendered by 
an individual, partnership, or private corporation, the rates 
or charges would be subject to regulation by a State regula- 
tory body, unless there shall first be a report or finding by 
such State regulatory body that the said service being 
rendered to the public in the area served by the proposed 
project, plant, or facility is inadequate for the proposed 
expansion. 


Page 10, strike out “shall” in line 19 and all that follows down 
through “and” in line 24. 

Page 11, line 1, strike out “private or’, and strike out “or 
association”’. 

Page 11, line 13, strike out “or on his own initiative’. 

Page 11, line 15, strike out “private or’, and strike out “or 
association’. 

Page 11, line 22, strike out “lasting” and insert “more than a 
temporary ’”’. 

Page 12, after the period in line 25, insert the following new sentence: 


Of the sums appropriated pursuant to this subsection for any 
fiscal year, not more than 15 percent shall be used in making 
grants under this section for projects in any one State. 


Page 14, line 13, after “areas” insert a comma and the following: 


but the principal amount of loans from such fund which are 
outstanding at any one time within any one State shall not 
exceed $15,000,000 


Page 14, line 20, strike out “$5,000,000” and insert ‘$7,500,000”. 
Page 14, line 23, after ‘facilities’ insert a comma and the following: 


but the principal amount of loans from such fund which are 
outstanding at any one time within any one State shall not 
exceed $15,000,000 


Page 18, strike out lines 8 and 9 and insert ‘“‘uRBAN RENEWAL”. 

Page 18, line 24, strike out “lasting” and insert “more than tempo- 
rary”. : . ; $ , 

Page 20, line 21, after ‘“‘section” insert a semicolon and the following: 


and of the funds thus made available to provide financial 
assistance under this section, not more than $15,000,000 
in the form of loans and $15,000,000 in the form of grants 
shall be expended in any one State 


Page 23, line 6, insert the following new section: 


DEPOSITARIES AND AGENTS 


Src. 18. All moneys of the Area Redevelopment Admin- 
istration not otherwise employed may be deposited with the 
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Treasurer of the United States subject to check by authority 
of the Administration. The Federal Reserve banks are au- 
thorized and directed to act as depositaries, custodians, and 
fiscal agents for the Administration in the general perform- 
ance of the powers conferred by this Act. Any banks in- 
sured by the Federal Deposit Insurance Corporation, when 
designated by the Secretary of the Treasury, may act as 
custodians and financial agents for the Administration. 
Each Federal Reserve bank shall be entitled to be reimbursed 
for all expenses incurred as such fiscal agent. 


Page 23, line 20, strike out “18” and insert “19”, 
Page 23, line 24, strike out “19” and insert “20”. 


INTRODUCTION 


The need for immediate legislation to aid economically depressed 
areas was established during exhaustive public hearings on H. R. 
8555 from April 12 through April 26, 1956. The views of the Depart- 
ment of Commerce were presented by the Honorable Frederick H. 
Mueller, Assistant Secretary of Commerce; those of the Department 
of Labor by Hon. Arthur Larson, Under Secretary of Labor; and 
those of the Housing and Home Finance Agency by Mr. Richard L. 
Steiner, Deputy Commissioner, Urban Renewal Administration, and 
Mr. Pere F. Seward, Deputy Commissioner for Community Facilities. 
Helpful testimony was also offered by Members of Congress who 
appeared before your committee. Witnesses representing labor 
organizations, industry, and civic groups appeared and were afforded 
an opportunity to give your committee the benefit of their knowledge 
and judgment. Your committee also had the benefit of hearings 
held by the subcommittee on low-income families of the Joint Com- 
mittee on the Economic Report from November 18 through November 
23, 1955, and hearings held by the Subcommittee on Labor of the 
Senate Committee on Labor and Public Welfare on area redevelop- 
ment both in Washington and in the field between February 24 and 
April 26, 1956. The printed hearings on H. R. 8555, including 
appropriate exhibits, cover 392 pages. At the conclusion of these 
hearings, on the basis of the testimony received, the chairman intro- 
duced a clean bill, H. R. 11811. Executive sessions were held on 
June 19, 20, and 21, 1956. Twenty-seven amendments were adopted 
by your committee before it reported H. R. 11811. 

four committee believes that H. R. 11811 as reported will provide 
a sound foundation for a comprehensive program to eliminate unem- 
ployment and underemployment in depre areas. 

i. R. 11811 contains seven major provisions. 

First, the bill would create an Area Redevelopment Administration 
within the executive branch of the Government. It would be headed 
by an Administrator whose compensation would be $17,500 per annum, 
His appointment would be subject to Senate confirmation. 

Second, the bill would authorize the Administrator to designate two 
types of redevelopment areas—industrial and rural—in the United 

tates. An area could be designated as an “industrial redevelopment 
area” if the Administrator determines that excessive unemployment 
has existed in the area for an extended period of time. Areas must 
be so designated where unemployment (a) is currently 8 percent or 
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more and has been 8 percent for the major portion of each of the pre- 
ceding 2 years, or (6) is currently 12 percent or more with no reason- 
able prospect for improvement in the immediate future, and has been 
at least 12 percent throughout the preceding 6 months. Those rural 
areas in the United States in which the Administrator determines that 
there exist an excessive number and percentage of low-income farm 
families, and a condition of substantial and prolonged underemploy- 
ment, would be designated as “rural redevelopment areas.” 

Third, the bill would authorize the Administrator to make loans 
from a revolving fund of $150 million for constructing or rehabilitating 
industrial plants and similar facilities, and for purchasing or develop- 
ing land for industrial usage, in redevelopment areas. Such loans could 
be made only if recommended by a local redevelopment committee. 

Fourth, the bill would authorize the Administrator to make loans 
and grants for constructing or improving public facilities, or for pur- 
chasing or developing land for public-facility usage, in redevelopment 
areas, Such a loan or grant could be made only upon application by 
the State or local government, or any public organization representing 
a redevelopment area. A revolving fund of $100 million would be 
established for loans, and appropriations of not more than $50. million 
a year would be authorized ee grants. 

Fifth, the bill would authorize the Administrator to provide technical 
assistance to redevelopment areas. It might be provided by use of the 
staff of the Administrator or by contract with individuals or 
institutions. 

Sixth, the bill contains two sections which would vest additional 
authority in the Housing and Home Finance Administrator in order 
to assist industrial redevelopment areas. Grants and loans for slum 
clearance could be made in these areas under title I of the Housing 
Act of 1949 without regard to certain existing requirements of that 
act. Planning advances authorized by the Housing Act of 1954 would 
be made available to all communities in industrial redevelopment areas 
without regard to the population limitation otherwise applicable. 

Seventh, the bill ti require the Secretary of Labor to provide 
suitable training for unemployed persons in redevelopment areas in 
need of training, retraining, or reemployment, or vocational education. 
The training would be provided through the existing facilities of 
Federal and State Governments by contracts on a reimbursable basis, 
or by contracts with private institutions. The bill provides that the 
Secretary of Labor shall enter into agrcements with the States whereby 
the States as agents of the Federal Government would make weekly 
retraining payments to unemployed individuals not entitled to unem- 
ployment compensation who are certified by the Secretary to be 
undergoing training for a new job. Retraining payments could not 
be made for more than 13 weeks in amounts equal to the average 
weekly unemployment compensation payment payable in the State 
making the payments, 


Tue Neep ror H. R. 11811 


Your committee is convinced that legislation establishing a compre- 
hensive, unified program, at the Federal level, to attack the many 
problems of continuing low income in depressed areas in a consistent 
and concerted fashion is long overdue. It is evident that despite the 
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generally high levels of employment and productivity and the steady 
economic growth which most urban areas of our country enjoy, some 
geographic areas have not shared in the overall advance. Some areas 
throughout their entire existence have lagged behind the rate of growth 
of the country as a whole; others have experienced a decline—slow 
or precipitous as the decay may be—until the resulting economic 
stagnation has produced serious problems of continuing unemploy- 
ment and underemployment of all local resources. 

If the depressed areas were few in number, or if their distress were 
of short duration and automatically self-liquidating, the problem 
would merit little national concern. Unfortunately, this is not the 
case, 

According to the United States Department of Labor, 19 major labor 
market areas in the United States are confronted with a substantial 
labor surplus. In addition, there are also approximately 65 smaller 
labor market areas which are recorded as suffering a substantial labor 
surplus. It appears, as a matter of fact, that there are roughly 190 
counties or parts of counties throughout the Nation which are located 
in labor surplus areas. These include 23 counties in West Virginia, 
23 in Pennsylvania, 17 in Kentucky, and 19 in Illinois. One or more 
areas of substantial labor surplus are located in the following States: 
Alabama, Connecticut, Illinois, Indiana, Kansas, Kentucky, Maine, 
Maryland, Massachusetts, Michigan, Minnesota, New Jersey, New 
York, North Carolina, Oklahoma, Pennsylvania, Rhode Island, 
Tennessee, Texas. Virginia, Vermont, Washington, West Virginia, 
and Wisconsin. 

Sixteen of the nineteen major labor-market areas have been on the 
substantial labor surplus list for 2 years or more. In 9 of them the 
jobless total exceeds 9 percent, and in 5 of these the total exceeds 12 
percent of the labor force. Seven major areas have been on the list 
continuously since July 1951 when regular surveys commenced. In 
addition, perhaps one-half of the smaller substantial labor surplus 
areas sae be labeled as depressed since unemployment has exceeded 
6 percent on every occasion that official surveys of them were reported. 

These urban areas have many common characteristics—first they 
are areas which have lost certain historic locational advantages. 
The reasons for these losses have been of a fundamental nature. 
Vast economic, social, or competitive factors have disturbed the sta- 
bility of their prevailing industrial and employment structures. 
Plants have been closed and older employments have virtually dis- 
appeared. The newer industries and employers have not recognized 
advantages which would encourage them to move into or be established 
in these areas. The disappearance of these communities’ locational 
assets may have been due to many factors well beyond their control 
or that of the very employers who were forced to contract or close 
their operations. In the majority of cases, the plant closings have not 
been accompanied by migration; they represented a contraction of 
operations, 

Second, they are areas where local enterprise and initiative have 
usually been smothered and repressed by the existence of persistent 
and nic unemployment. suffering from prolonged unem- 
ployment are like individuals who have been physically iit or unem- 


ployed. They lose heart and courage. They become resigned and 
discouraged. Their physical energies have been drained. ey are 
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like unemployed individuals who need the outside help of a professional 
agency dedicated to providing them with specific guidance and courage 
and assistance. Outside assistance, your committee believes, can 
only come from the Federal Government. 

hird, they are areas which have low financial resources and are, 
therefore, least capable of raising the capital required for long-term- 
bold programs for rehabilitation. The very fact that unemployment 
has persisted and become chronic has meant that the communities’ 
tax rolls have suffered and their financial resources have been drained. 
They are not as capable of financing their own programs as are the 
more prosperous communities. 

Your committee is firmly convinced that the existence of such urban 
areas of low economic activity seriously retards the rate of our national 
growth and is in itself a significant cause of self-perpetuation of low- 
income, underemployed groups. Your committee is likewise con- 
vinced that there exists in many rural areas a degree of underemploy- 
ment which threatens the Nation’s economic welfare. Thirty-eight 

ercent of the commercial farms of the United States are classified as 
ow-production farms, defined as farms of less than $2,500 value, gross 
sales. The percentage of farm families receiving under a thousand 
dollars a year, net money income, 1s 28 percent, with an additional 
24 percent receiving between $1,000 and $2,000. The goal of achiev- 
ing full utilization of our national resources—land, labor, and capital— 
will never be attained as long as these geographic pockets of continuing 
economic depression persist. Ours is a dynamic, expanding economy; 
the very process of growth itself. along with the attendant changes 
and improvements in technology, now produces and inevitably will 
continue to produce some dislocation and imbzlance of local resources. 
Without preventive planning and action, it appears inevitable that 
such temporary dislocation may well cause additional areas of chronic 
depression to develop. We feel most strongly that solution of the 
depressed-area problem is many-faceted and requires concerted 
action by all levels of Government in cooperation with labor and man- 
agement and community organizations. 

Your committee believes that, in general terms, programs designed 
to aid depressed areas—those characterized by underemployment and 
misallocation of resources—have much in common, regardless of 
whether they relate to agricultural or industrial areas. Both types of 
areas require additional capital resources, new industrial development 
to absorb labor surpluses, increased availability of credit and technical 
assistance to the community; expansion of vocational education avail- 
able to the local population; and enlarged and improved community 
facilities and services. It was emphasized during your committee's 
hearings that expansion of economic activity provides the only long- 
run solution to the problems of industrial areas with a chronic labor 
surplus. To achieve this goal, local producers should be enabled to 
take advantage of additional opportunity to expand and increase their 
level of output; surveys are needed to appraise and evaluate existing 
and potential local resources in order to assess the area’s capacity 
for future economic growth; new industries and expanding industries 
which can put local resources to economic use must be encouraged 
to establish plants in depressed areas; workers must be afforded 
opportunity for training which will fit them for new jobs; and assist- 
ance must be given to needy workers while they are undergoing such 
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training. Your committee is firmly convinced on the basis of the 
testimony it received that all of these programs should be adminis- 
tered by a single independent agency in the Federal Government. 
Placing the major share of the responsibility upon the local com- 
munity would be exceedingly unwise. We have relied upon such 
efforts in the past in most communities now considered distressed and 
they proved to be inadequate. The failure of such local efforts is the 
— that the distressed areas problem has become a national 
roblem. 
: The continued emphasis in the administration’s proposals on local 
efforts reflects an inadequate grasp of the difficulties and the size of 
the —. The need is to supplement inadequate local efforts, and 
to fill gaps created by the absence of local efforts. The greater na- 
tional interest dictates that continued economic distress anywhere is 
destructive of the national well-being and at variance with the Em- 
ployment Act of 1946, which states: 


It is the continuing policy and responsibility of the Federal 
Government * * * to coordinate and utilize all of its plans, 
functions, and resources for the purpose of creating and 
maintaining * * * maximum employment. 


PROVISIONS OF THE BILL 


AREA REDEVELOPMENT ADMINISTRATION 


Section 2 would create an Area Redevelopment Administration 
within the executive branch of the Government. It would be headed 
by an Administrator whose compensation would be $17,500 per 
annum. His appointment would be subject to Senate confirmation. 
While your committee is fully cognizant of the arguments for minimiz- 
ing the number of agencies reporting to the President, there seems 
to be no alternative in this instance without seriously prejudicing the 
chances of the program’s success. If this program is to succeed, we 
must have the wholehearted cooperation of both labor and business. 
Placing the program under the Department of Commerce, as was 
provided in the administration's bill, would be just as unacceptable 
to the labor community as placing it in the Department of Labor 
would be unacceptable to the business community. The problem of 
area unemployment is one that affects the working people of these 
areas most directly. At the same time, the solution of the problem 
lies in new jobs and new capital investment, which is a function of 
our business community and the primary concern of the Commerce 
Department. 

“he primary function of the Commerce Department is the promo- 
tion of business and commerce. ‘This is not the orientation of this 
Area Redevelopment Act or of the proposed Area Redevelopment 
Administration. The purpose of this act is to help correct area 
unemployment by helping the people in these areas broaden their 
respective communities’ economic base. Business will, of course, 
prosper from the operation of this bill, as will all other segments of the 
community. But business’ welfare is incidental to the main function 
of the bill; which is to help correct area unemployment in areas of 
chronic industrial unemployment and areas of chronic rural under- 
employment. 
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Since one of the two main purposes of the bill is to help solve the 
prenns problems faced by these rural areas, and the Department of 

ommerce is not acquainted with problems of this nature, the Com- 
mittee feels that this is an additional reason for placing this new 
program in an independent agency. 

e administration should be centered in one independent agency 
with a clear mandate such as this bill provides rather than in a co- 
ordinating committee approach under one of the 11 interested depart- 
ments, each of which has other primary functions and responsibilities. 
It is important that we do not force our communities seeking as- 
sistance to shuttle around Washington among the 11, all of whom 
have parts of this program to administer. Often, we as Congressmen 
are called upon by our constituents to help out in bringing their 

roblems to the attention of the Government departments concerned. 
e do not like, any more than they do, being shunted around from 
one agency to another to obtain attention to their needs. This way 
lies frustration. In the interest of simplifying administration and 
giving the communities, regions, and States concerned one place to 
which they can come with their problems, we felt it essential that the 
administration be centered in a single, independent agency. 
Centering responsibility for the success of this program in a separate 
agency will not only be a great convenience to the communities to be 
served, it will also provide 1 agency and 1 individual whom the 
President and the Congress can look to for leadership in helping solve 
the problem of area unemployment and underemployment in the 
United States, and 1 agency and 1 individual whom they can hold 
responsible for the administration of this act. One of the bills we 
had under consideration provided for this great responsibility to be 
centered in an administrator with a rank equivalent to an Assistant 
Secretary of the Commerce Department. To head this entire pro- 
gram at the assistant secretary level would seriously handicap its 
chances of success. An Administrator appointed by the President 
and confirmed by the Senate, as is sielen in H. R. 11811, will, 
assuming that the President appoints an individual of the highest 
caliber to this position, provide the kind of prestige and leadership 
which is called for if the problem is to be successfully coped with. 
Taking all these factors into consideration—the need for an agency 
which can gain the confidence of labor, management, and agriculture, 
the need for a unified administration that can help stricken communi- 
ties and regions make a comprehensive attack on their unemployment 
or underemployment problem, the need for a single, central point to 
which interested community leaders and their ongressmen can go 
for attention, the importance of a single administrator and agency 
who can be held by the President and Congress responsible for the 
success of this program, and finally, the prestige that an adminis- 
trator bancintat by the President and confirmed by the Senate would 


carry in the executive branch of the Government, as opposed to a 
mere assistant secretary in a department primarily devoted to other 
objectives—your committee feels that the Congress should establish 
an independent agency with an administrator appointed by the Presi- 
dent and confirmed by the Senate, rather than placing this great 
responsibility in any one of the 11 interested departments, 
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REDEVELOPMENT AREAS 


Section 4 of the bill would authorize the Administrator to designate 
the redevelopment areas where the programs contemplated by the 
bill for the creation of new jobs will be carried on, and would estab- 
lish the criteria for making such designations. Both urban and rural 
areas are to be so designated. 

This section provides that the Administrator shall designate as an 
“industrial redevelopment area” any industrial area within the United 
States in which unemployment of not less than 8 percent of the labor 
foree, adjusted seasonally, exists and bas existed aute the major 
portion of each of the preceding 2 years. It is felt that this test defi- 
nitely indicates a ctndition of chronic unemployment calling for the 
application of the remedial measures provided by this legislation. In 
addition, the Administrator is required to designate as an “industrial 
redevelopment area” any industrial area in which unemployment of 
not less than 12 percent of the labor force, adjusted seasonally, has 
existed throughout the preceding 6 months, and still exists, with no 
reasonable prospect for such improvement in the immediate future as 
would remedy the condition of excessive unemployment. The pur- 
pose of this provision is to permit action to be taken, without the 
necessity of waiting 2 years, to meet acute situations such as those 
which arise, for example, when the principal industry in a town closes 
its doors. In such a ease, it is quite clear that a problem exists which 
should be met without long delay. Finally, the Administrator is 
authorized to designate as “industrial redevelopment areas’’ other 
areas within which he determines that excessive unemployment has 
existed for an extended period of time, although the degree of unem- 
——— does not meet either of the specific standards set out above. 

his flexibility is needed because no rigid formula can be expected to 
fit precisely the variety of conditions which might make a redevelop- 
ment program necessary. As a practical matter, the Administrator 
will, of course, be restricted in using this discretionary authority to 
designate industrial redevelopment areas by the limits upon the avail- 
ability of funds and personnel. 

The Administrator will, of course, define the boundaries of the 
industrial redevelopment areas which he designates. These boundaries 
might or might not be coextensive with those of the labor market 
areas used by the Government for other purposes. An industrial 
redevelopment area might include one or more towns or cities. 

Subsection (b) of section 4 authorizes the designation of rural 
redevelopment areas. These will be predominantly agricultural areas 
in which the Administrator, working with local people, will undertake 
programs to supplement the employment opportunities and income 
available from the agricultural economy of the areas. The areas to be 
designated for this purpose will be those in which the Administrator 
determines that there exist an excessive number and percentage of 
low-income farm families, and a condition of substantial and prolonged 
underemployment. It should be noted that in rural areas the emphasis 
is on underemployment as distinguished from unemployment. In 
designating rural redevelopment areas, the Administrator is to consider 
among other factors the number of low-income farm families in the 
various rural areas of the United States, the proportion of low-income 
farm families among the total farm families in each of such areas, 
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the relationship of the income levels of the farm families in each 
such area to the general income levels in the area, the current and 
compcanpy ah employment opportunities in the area, and the availa- 

ility of farm manpower in the area for supplemental employment. 
As in the case of industrial redevelopment areas, the availability of 
funds and personnel will, as a practical matter, impose limitations upon 
the size and number of rural redevelopment areas which may be 
designated. 

The Administrator will determine the boundaries of each rural re- 
development area, which may include one or more counties or parts 
of counties or other areas, not necessarily contiguous. The primary 
purpose will be to define the boundaries of redevelopment areas so as 
to take account of common economic interests. 

In designating redevelopment areas, both industrial and rural, the 
Administrator will be guided by information from Federal agencies, 
State and local governments, universities and colleges, and private 
organizations. ‘The Secretary of Labor, the Secretary of Agriculture, 
and the Director of the Bureau of the Census are authorized, upon 
request of the Administrator, to conduct studies and obtain informa- 
tion and to furnish information to the Administrator for the purpose 
of assisting him in making the determinations involved in the desig- 
nation of redevelopment areas. 


LOANS FOR INDUSTRIAL PLANTS AND OTHER FACILITIES 


Section 6 of the bill would authorize the Administrator to make 
loans to assist in providing industrial plants and similar facilities, and 
suitable land for industrial usage, in redevelopment areas. The pro- 
vision of suitable plant facilities is a vital element in a program to 
create enploraass opportunities, as has been shown by the experience 
of a number of local communities. This may be done in a variety 
of ways, but the basic purpose is to take the initiative in making 
suitable sites and buildings readily available for business concerns, 
in order to facilitate the location of their operations in the area. 
This can be approached by acquiring sites and constructing buildings 
for sale or lease to business concerns even in advance of a definite 
agreement for their use by particular concerns, or by assisting a 
specified concern in providing the plant needed for its planned opera- 
tions. In any case, it is still necessary for the business concern to make 
a substantial investment for machinery, equipment, and the like. 
And, of course, the business concern must also pay for the use of the 
land and the plant, either through purchase or lease. But the fact of 
having modern, efficient plant facilities readily available and calling 
them to the attention of potential users often makes the difference 
between success and failure in obtaining or developing new industries 
in the community. 

The provisions of the bill are carefully designed to make sure that 
these loans will fit properly and effectively into a community effort to 
develop employment opportunities. Loans will be made only if 
recommended by the local redevelopment committee. In addition, 
the Administrator must find that— 

(1) The project with respect to which the loan is sought is 
reasonably calculated to alleviate unemployment or under- 
employment on more than a temporary basis; 
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(2) The funds requested under such loan are not otherwise 
available on reasonable terms; 

(3) Other funds are available which, together with the Federal 
loan, will insure completion of the project; and 

(4) The loan will not result in the transfer of business operations 
from any other area of the United States. 

The Federal loan cannot exceed two-thirds of the cost of the project 
and the period of the loan cannot exceed 40 years. 

The funds for these loans will come from two revolving funds estab- 
lished under section 10 of the bill. One fund of not more than $100 
million is to be established for the purpose of making these loans for 
projects in industrial redevelopment areas. Loans from this fund 
which are outstanding in any one State at any one time may not exceed 
$15 million. A revolving fund of not more than $50 million is to be 
established for making these loans for projects in rural redevelopment 
areas, of which not more than $7,500,000 may be outstanding in any 
one State at any one time. 

It is impossible, of course, to foretell the precise number of jobs 
that can be made possible from loans of the character and in the 
amounts indicated above. However, these amounts will be sufficient 
to finance a substantial program to demonstrate thoroughly the 
feasibility and effectiveness of this approach. The total capital invest- 
ment in the projects with respect to which these loans are made will 
far exceed the loans themselves, when account is taken of the machin- 
ery and equipment and other items that must be provided by the 
business enterprises concerned. Each $1 of a Federal loan fund should 
be able to generate from $2 to $4 of other funds. Thus the loans 
authorized in section 6 should generate an initial total expenditure in 
excess of $500 million, which should have a very substantial effect in 
providing permanent jobs in areas of chronic unemployment or under- 
employment. And, as these loans are repaid, additional funds will 
become available for new loans so as to keep the process going. 

Your committee has considered carefully the amounts which should 
be made available for plant loans of this type and the terms and condi- 
tions which the act should specify with respect to the loans. In our 
judgment, the provisions now in the bill represent a careful balancing 
of all the relevant factors and are best calculated to achieve effective 
results without undue risks of loss or wasteful use of Government 
funds. The funds must be adequate and sufficiently free of impedi- 
ments as to their use so that it will be possible for the program to 
accomplish really worthwhile results. It would be better to have no 
program at all than to have one so hedged about with restrictions that 
it is sure to fail. 

The Administrator will have authority to fix the terms and condi- 
tions of the loans, subject to the specific terms of the statute. Within 
the specified limits, he will fix the amount of the loans, the terms of 
repayment, the collateral security required, the purposes for which 
the loan may be used, and the like. It will be his duty to see that there 
is a reasonable prospect of repayment, consistent with the primary 
purpose of redevelopment. Obviously, the loan standards will have 
to be more liberal and the security may be less adequate than those 
for bankable loans, since one of the 4 habe is finding that funds 
for financing the part of the project to be covered by the Government 


loan are not otherwise available on reasonable terms. 
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Your committee believes that these loans may well prove to be a key 
which will unlock permanent job opportunities far bapane those which 
could be directly financed by the loans themselves. We feel that the 
loans are a most vital part of a sensible redevelopment program for the 
purposes contemplated by this legislation. 


ASSISTANCE FOR PUBLIC FACILITIES 


H. R. 11811 as reported would authorize loans and grants to assist 
redevelopment areas in providing the public utility services that are 
necessary for the operation of industrial plants and facilities of the 
type which would be attracted to such areas under the other programs 
of assistance provided for in the bill. Appropriate safeguards are 
provided to existing utilities which are of a type subject to State 
regulation. No competing public facility could be built with assist- 
ance furnished under the bill unless the State regulatory agency 
finds that the service would otherwise be inadequate, taking into 
consideration the proposed expansion of industry in the area. Section 
7 would authorize the Administrator to make loans for constructing 
or improving public facilities, or for purchasing or developing land 
for public facility usage, in redevelopment areas. Such a loan could 
be made only upon application by the State or local government, or 
a public organization representing the redevelopment area, and only 
l ——— 

(1) The project will alleviate unemployment or underemploy- 
ment, on more than a temporary basis, and promote industrial or 
commercial development; 

(2) The funds requested are not otherwise available on reason- 
able terms; and 

(3) Sufficient other funds are available to insure completion, 
in case the Federal loan does not cover the entire cost of the 
project. 

Maximum maturity of such loans would be 40 years. A revolving 
fund of $100 million would be established for such loans. Not more 
than $15 million of it could be outstanding in loans at any one time 
within any one State. 

Section 8 would authorize the Administrator to receive proposals 
for public facilities projects from State or local governments, or area 
public organizations. He could make a grant for such a project if— 

(1) The project will alleviate unemployment or underemploy- 
ment, on more than a temporary basis, and promote industrial 
or commercial development; 

(2) The governing body or organization requesting the grant 
will contribute to the cost of the project in proportion to its 
ability to do so; and 

(3) The project is urgently needed and will not be undertaken 
without such a grant. 

The grant could not exceed the difference between the cost of the 
project and the amount available for it from other sources (including 
a loan under sec. 7). Provision is made for supervision of such proj- 
ects to prevent wasting of Federal funds. Appropriations of not more 
than $50 million a year would be authorized for such grants. Not 
more than 15 percent of the moneys appropriated could be used in 
any one State. 
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Public works facilities to serve industrial and commercial installa- 
tions directly and to provide support in the surrounding area are fre- 
page even More important to locational decisions of business than 

e availability of building sites. The rehabilitation of many de- 
P areas will require new public works facilities. Existing pub- 
ic works facilities may require alteration, expansion or repair. It is 
often nec to construct new public works or expand existing ones 
poe gs industries can be attracted or existing ones encouraged to 
expand. 

The local governments in depressed areas in most cases, your com- 
mittee believes, must have help both in planning and financing essen- 
tial public facilities. Grants to many communities in depressed areas 
will be necessary for such facilities and services as sewage and drainage 
one and water systems, including city reservoirs for the storage 
of water. 

Your committee heard testimony that aluminum industnes could 
locate advantageously in coal-mining areas now suffering from severe 
unemployment, if only adequate water supplies could be made avail- 
able. Coal-fired boilers generating high-pressure steam can produce 
cheap electric power for aluminum plants. With assistance under 
this bill, communities in these coal regions will be able to construct 
the water supply systems needed for these plants. 

An interesting example of the manner in which federally financed 
public works facilities can create employment opportunities is Crab 
Orchard Lake in southern Illinois, built with WPA funds. This lake 
has made possible an additional 5,000 jobs im its vicinity. The Crab 
Orchard area is in marked contrast to neighboring areas in southern 
Illinois which suffer from chronic negli: It was the un- 
animous testimony of witnesses who appeared before the Subcom- 
mittee on Labor of the Senate Committee on Labor and Public Welfare 
during field hearings in southern Illinois that the paramount reason 
that their communities were depressed was that they were unable to 
offer prospective new industries an assured adequate water supply. 


TECHNICAL ASSISTANCE 


Section 12 of H. R. 11811, as reported, would authorize the Admin- 
istrator to provide technical assistance to redevelopment areas. Such 
assistance shall include studies evaluating the needs of, and developing 
potentialities for, economic growth of such areas. It might be pro- 
vided by use of the staff of the Administrator or by contract with 
individuals or institutions. Your committee’s hearings revealed that 
there is a pressing need for extended research to provide the economic 
facts and analyses required in order to help depressed areas achieve a 
higher level of economic activity. 

One of the first logical lines of approach in correcting labor surplus 
conditions should be to encourage the expansion of basic employment 
by employers already in the area. Employers are quite often not 
aware of the possibilities of diversification and of expansion into new 
lines. Some are not aware of new markets for their present lines of 
products. Some are not aware of possible cost reductions that would 
improve their employment potential. Such a program under the 
terms of section 12 could be carried out by private consulting and 
management firms on a contract basis. A small amount of money 
spent in this direction it was pointed out to your committee might 
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save much larger sums which now have to be spent for unemployment 
compensation and relief. 

Another form of technical assistance would be research designed 
to find new uses for the natural resources located in distressed areas. 
This would necessitate inventory studies of the raw materials available 
in these areas and finding new avenues for their use. 

For example, in Kentucky, where there are many labor surplus 
areas, there has been a showing of certain natural salt brines) The 
extent and exact quality of these brines are not known. Intensive 
investigation, it was testified before your committee may show that 
these brines are capable of supporting a chemical industry providing 
numerous employment opportunities. 

Research might be undertaken to find new uses for such distressed 
area products as coal. A great deal of research has already been done 
in regard to new possible uses for coal. What it contemplates is the 
distillation of coal in the hope that the char and the heavy oil which 
would result from such a process could be broken down and utilized 
in industry. 

We are advised that from a single ton of coal, one could derive 
about 40 gallons of heavy oil or distillate and perhaps 1,500 pounds 
of char or residue. The distillate would become the raw material 
for the manufacture of many items, including pharmaceuticals, per- 
fumes, alcohols, and a host of other things widely used in industry. 
The real problem is the use of the resulting char. Many people 
identified with the steel industry believe that this char might have 
practical use in the reduction of low grade iron ores which are found 
in considerable abundance in Middlewestern States. If pilot plant 
operations could be carried to a practical and commercial conclusion, 
the results might be the answer to the epee of depression which 
presently confront the coal areas of the country. ‘This would be 
possible under the terms of section 12 of the bill. 

Pursuant to this provision, useful studies might also be made of 
the manpower situation in redevelopment areas. An inventory of 
labor skills and economic assets could be compiled for each area now 
marked by concentrations of low incomes and chronic unemployment, 
to make it possible for public and private groups to match the avail- 
able local resources with the needs of expanding industries so that 
new enterprises could be attracted to these depressed areas. For each 
distressed area, improved and more detailed reports on unemploy- 
ment, labor force, percent unemployed, and number of new jobs to 
be created could also be developed. 


AUTHORITY OF HOUSING AND HOME FINANCE ADMINISTRATOR 


Sections 14 and 15 of the bill as reported would make available 
certain Federal aids under existing programs administered by the 
Housing and Home Finance Administrator in order to facilitate the 
industrial development of communities in areas of substantial and 
persistent unemployment. 

Section 14 would amend title I of the Housing Act of 1949, as 
amended, by adding a new section 111 which would make available 
urban renewal benefits under that act to a community when the 
Administrator designates the area in which the community is located 
as an industrial redevelopment area, and certifies that there is a 
reasonable probability that with the assistance provided under the 
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bill and other aids, the area will be able to achieve more than tempo- 
rary improvement in its economic development. 

e addition of this new section 111 is necessary to eliminate certain 
restrictive provisions in the urban renewal program which would 
otherwise impede efforts to improve the economic development of the 
locality. For example, under section 110 (c) of the Housing Act of 
1949, as amended, it is required that project areas be predominantly 
residential in character or be redeveloped for predominantly resi- 
dential uses. This limitation would be removed under the new pro- 
posed section 111 by making financial assistance available under the 
act for industrial development or redevelopment in project areas 
notwithstanding residential limitations in section 110 (c) of the act. 
The amendment would also authorize financial assistance to industrial 
redevelopment areas by making eligible for rehabilitation a project 
area involving primarily industrial or commercial structures suitable 
for rehabilitation under the urban renewal plan for the area. As thus 
amended, title I of the Housing Act of 1949 would authorize financial 
assistance, in appropriate cases, to make available suitable cleared 
sites for industrial and commercial development and to permit in- 
dustrial and commercial rehabilitation. The availability of good 
building sites at reasonable prices is a prime consideration in business 
decisions to locate or expand in an area. Under this amendment 
private enterprise would have an opportunity to acquire building sites 
for industrial development at their fair value. Coupled with the other 
benefits provided in this bill, the financial assistance made possible 
by the amendment to title I of the Housing Act of 1949, should 
materially assist in the establishment of stable and diversified local 
economies and help to create new employment in industrial redevelop- 
ment areas. 

This section of the bill would also provide for two other amendments 
to the existing provisions of title I of the Housing Act to adopt more 
effectively the benefits of that act to the broad purposes of this bill. 
At present, land acquired for a project area must be disposed of for 
immediate development. Under the provisions of section 14 of the 
bill this requirement for disposition for immediate development would 
be changed so that land designated for industrial use could be con- 
veyed to any public agency or nonprofit corporation at fair value and 
the public agency or nonprofit corporation could hold the land for 
subsequent disposition as promptly as possible in accordance with the 
urban renewal plan. The purchaser or lessee from the public agency 
or nonprofit corporation would however be required to use the land 
solely for the uses approved in the urban renewal plan in conformity 
with the requirements of section 105 (b) of the act. This amendment 
should provide greater flexibility to the locality to obtain the type of 
industries which would best serve its purposes. 

The remaining amendment to title I of the act provides that once a 
contract is executed under the new section 111 the contract would 
remain in force until completion of the project even if it is later deter- 
mined that the area may no longer be an industrial redevelopment 
area. This amendment would insure continuity of the development of 
the proiect area without fear that a later change in circumstances 
would make Federal financial assistance unavailable. 


Up to 10 percent of the $1 billion loan and $1 billion grant funds 
authorized under title I of the Housing Act of 1949 could be made 
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available for projects in industrial redevelopment areas as defined in 
this bill. Of the funds thus made available, not more than $15 million 
of loans and $15 million of grants could be expended in any State. 
Such assistance could not be used to help transfer business from 
another area into the redevelopment area. 

Section 15 of the bill as reported would make the planning advances 
provided by section 701 of the Housing Act of 1954 available to all 
counties, cities, or other municipalities in industrial redevelopment 
areas without regard to the population limitation otherwise applicable. 
That section of the 1954 act presently excludes the larger communities; 
i. e., those over 25,000 population. 


WORKER RETRAINING 


Section 16 would require the Secretary of Labor to provide suitable 
training for unemployed persons in redevelopment areas who need 
training, retraining, or reemployment or vocational education. Such 
training would be provided through the existing facilities of Federal 
and State governments by contracts on a reimbursable basis, or by 
contracts with private institutions. 

A majority of the witnesses who testified before the Banking and 
Currency Committee stated that retraining of workers would be 
essential if the purposes of H. R. 11811 are to be realized. 

Vocational training programs could be carried out by making 
money grants for this specific purpose to the appropriate State 
vocational educational agency which would, in turn, expend these 
moneys by instituting special supplementary programs in the affected 
areas. The United States Department of Labor would be called 
“on to offer practical advice to State and local vocational school 
officials as to just what type of training would be best fitted to the 
needs and capacities of the particular group of men and women in 
any given community or district. It is anticipated by your com- 
mittee that before any worker training program would be undertaken 
in a redevelopment area a survey would be made to disclose the 
surpluses and shortages of specific skills needed in the area by present 
and prospective employers. On the basis of this information, training 
programs could be established to convert workers from a surplus job 
classification into job classifications which are needed. 

There were a number of cases cited in the course of the hearings 
where even elderly men and women had been given the necessary 
instruction and practice to change from an established industry like 
textiles to a new industry such as electronics. In some cases the new 
industry locating in the area may be willing to assist in this type of 
retraining program along with the local school authorities, plus the 
United States Saslesnat Service. In other cases it may be neces- 
sary for the local community to offer short courses aimed at fitting 
workers for the sort of employment which might be attracted to the 
community should there be a supply of that particular type of skilled 
or semiskilled worker available. Such a community would be eligible 
for the assistance authorized by section 16. 

Section 17 would provide that the Secretary of Labor shall enter 
into agreements with States whereby the States as agents of the Fed- 
eral Government would make weekly retraining payments to unem- 
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ployed individuals not entitled to unemployment compensation who 
are certified by the Secretary to be undergoing training for a new job. 
Retraining payments could not be made for more than 13 weeks and 
the amount of the payments would be equal to the average weekly 
unemployment compensation payment payable in the State making 
the payments. Such payments would encourage workers undertak- 
ing training to pursue that training to a successful conclusion. 

our committee believes that the cost of retraining payments 
should be borne by the Federal Government because the local com- 


munities in depressed areas are financially unable to shoulder this 
burden. 


Section-By-Section Summary or THE Brit as Reportep 
SECTION 1. SHORT TITLE 


This section would provide that the act may be cited as the Area 
Redevelopment Act. 


SECTION 2, AREA REDEVELOPMENT ADMINISTRATION 


This section would establish the Area Redevelopment Administra- 
tion as an independent agency in the executive branch of the Govern- 
ment. Such Administration would be under the direction and control 
of an Administrator, who would be appointed by the President by 
and with the advice and consent of the Senate and would be com- 
pensated at the rate of $17,500 a year. 


SECTION 3. ADVISORY COMMITTEES 


Subsection (a) would establish a Government Advisory Committee 
on Area Redevelopment, to be composed of the Administrator, as 
chairman, and 11 other department and agency heads whose functions 
are related to (or could assist in) the improvement of economic 
conditions in depressed industrial and rural areas. Any of these 
department and agency heads could designate another officer of his 
department or agency to act in his stead as a member of the Com- 
mittee. The Administrator would consult with and receive recom- 
—— from the Committee in carrying out his duties under the 

ill. 

Subsection (b) would provide for the appointment of a 12-member 
National Public Advisory Committee on Area Redevelopment, to be 
composed of representatives of labor, management, agriculture, and 
the general public. This Committee would make recommendations 
‘e Aenea mereaiaes to assist him in carrying out his duties under 
the bill. 

Subsection (c) would authorize the Administrator to call together, 
confer with, and receive recommended plans and programs from 
representatives of any industry in which employment has dropped 
substantially over an extended period of years and which in conse- 
quence has been a primary source of high levels of unemployment in 


several of the areas designated under section 4 of the bill as redevelop- 
ment areas. 
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SECTION 4. REDEVELOPMENT AREAS 


This section would authorize the Administrator to designate two 
types of redevelopment areas—industrial and rural—in the United 
States. The designation of an area as a redevelopment area under 
this section would be necessary before such area could receive any of 
the forms of assistance provided for under the bill. 

Subsection (a) would authorize the Administrator to designate as 
an ‘industrial redevelopment area” any industrial area in the United 
States in which he determines that there has existed excessive unem- 
ployment for an extended period of time. In addition, the Adminis- 
trator would be required to designate an industrial area as an 
‘industrial redevelopment area’’ if unemployment in such area, with 
adjustments for seasonal variation, is currently 8 percent or more of 
the labor force and has been 8 percent or more for th: major portion 
of each of the preceding 2 years, or is currently 12 percent or more of 
the labor force with no reasonable prospect for improvement in the 
immediate future and has been 12 percent or more throughout the 
preceding 6 months. 

Subsection (b) would authorize the Administrator to designate as 
“rural redevelopment areas” those counties, parts or groups of coun- 
ties, and other areas within the United States in which be determines 
that there exist an excessive number and percentage of low-income 
farm families and a condition of substantial and prolonged underem- 
ployment. In determining which areas should be designated rural 
redevelopment areas, the Administrator would be required to consider 
certain specified factors papa upon the relative income levels and 
employment opportunities in the various rural areas throughout the 
United States. 

Subsection (c) would provide that, in determining which areas 
should be designated as redevelopment areas, the Administrator shall 
take into consideration any pertinent studies, information, and data 
made available by Federal agencies, State and local governments, 
educational institutions, and private organizations. 

Subsection (d) would authorize the Secretary of Labor, the Secretary 
of Agriculture, and the Director of the Bureau of the Census to con- 
duct studies, obtain information, and furnish data needed by the 
Administrator in the designation of redevelopment areas. 


SECTION 5, LOCAL AND REGIONAL REDEVELOPMENT COMMITTEES 


Subsection (a) would direct the Administrator to appoint for each 
redevelopment area, after considering any recommendations made by 
the governor of the State where such area is located, a local redevelop- 
ment committee composed of at least nine local residents representing 
labor, management, commercial, industrial development, and agricul- 
tural groups, local government, and the general public. Each such 
committee would prepare plans and cost estimates for the develop- 
ment of the area and for the provision of new and rehabilitated plants 
and facilities in the area, with a view to attracting new industries 
and stimulating economic activity, and would encourage local par- 
ticipation in the redevelopment of the area. The Administrator would 


provide technical assistance to any local committee upon its request. 
Subsection (b) would authorize the Administrator to appoint 
regional redevelopment committees representing two or more rede- 
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velopment areas when he finds that the establishment of such com- 
mittees will assist in carrying out the purpose of the bill. Regional 
committees would be directed to cooperate with the local committees 
within the regions which they represent, and to coordinate the activi- 
ties of such local committees to the extent possible. 

Subsection (c) would authorize appropriations not exceeding 
$1,500,000 annually to assist local and regional redevelopment com- 
mittees in defraying their administrative expenses (but not in paying 
salaries or travel expenses for members of those committees). 


SECTION 6. LOANS FOR INDUSTRIAL PLANTS AND OTHER FACILITIES 


This section would authorize the Administrator to make loans for 
the purchase or development of land for industrial usage in redevelop- 
ment areas, and for the construction or rehabilitation of industrial 
plants and similar facilities in such areas. Any such loan could be 
made only if recommended by the local redevelopment committee 
representing the area concerned, and only if (1) the proposed project 
is reasonably calculated to alleviate unemployment or underemploy- 
ment in the area on more than a temporary basis, (2) the funds 
requested are not otherwise available on reasonable terms, (3) other 
funds are available (in addition to the loan under this section) to 
ensure completion of the project, and (4) the loan will not result in 
the transfer of existing business operations from another area into the 
redevelopment area. No loan under this section could exceed two- 
thirds of the cost of the proposed project, and the maximum maturity 
of any such loan would be 40 years. 


SECTION 7. LOANS FOR PUBLIC FACILITIES 


This section and section 8 would authorize assistance to redevelop- 
ment areas in providing the public utility services that are necessary 
for the operation of industrial plants and facilities of the types whic 
would be attracted to such areas under the other programs of assist- 
ance provided for in the bill. 

Subsection (a) would authorize the Administrator to make loans for 
the purchase or development of land for public facility usage in rede- 
velopment areas, and for the construction, rehabilitation, or improve- 
ment of public facilities in such areas. Any such loan could be made 
only upon application by the State or local government or by a public 
organization representing the redevelopment area (or part thereof) 
concerned, and only if (1) the proposed project will provide more than 
a temporary alleviation of unemployment or underemployment in the 
area, and will tend to promote industrial or commercial development, 
(2) the funds requested are not otherwise available on reasonable 
terms, and (3) sufficient other funds are available to ensure the com- 
pletion of the project if the loan does not cover its full cost. In 
any case where a loan does not cover the full cost of the proposed 
project and all or a part of the additional funds needed will be in the 


form of a grant under section 8 of the bill, the application for the loan 
and the application for the grant would be filed simultaneously. 
Subsection (b) would provide that the maximum maturity of any 
public facility loan under this section would be 40 years. 
Subsection (c) would prohibit any loan under this section and any 
grant under section 8 with respect to a public facility project which, 
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upon completion, will render a public utility service that would be 
subject to regulation by a State regulatory body if rendered by a pri- 
vate concern, unless such regulatory body finds that the service ren- 
dered in the area will otherwise be inadequate, in the light of the 
expansion to be effected through the proposed redevelopment of the 
area. 

SECTION 8. GRANTS FOR PUBLIC FACILITIES 


Subsections (a) and (b) would authorize the Administrator to make 
grants for the acquisition or development of land for public facility 
usage in redevelopment areas, and for the construction, rehabilitation, 
or improvement of public facilities in such areas. Any such grant 
could be made only pursuant to a proposal (showing the proposed 
project, its cost, and the proposed local contributions) received from 
the State or local government or from a public organization repre- 
senting the redevelopment area (or part thereof) concerned, and only 
if (1) the proposed project will provide more than a temporary allevia- 
tion of unemployment or underemployment in the area, and will tend 
to promote industrial or commercial development, (2) the govern- 
mental body or organization requesting the grant will contribute to 
the cost of the project in proportion to its ability, and (3) the project 
is urgently needed in the area and could not be undertaken without 
such a grant. No such grant could exceed the difference between the 
total cost of the project and the amount available for it from other 
sources (including loans under section 7 of the bill). 

Subsection (c) would direct the Administrator to take steps to 
insure that Federal funds made available for public facility projects 
under this section are not wasted or dissipated. 

Subsection (d) would authorize appropriations not exceeding $50 
million annually for public facility grants under this section, and would 
provide that not more than 15 percent of such appropriations in any 
year may be used to make such grants in any one State. 


SECTION 9. FUNDS FOR LOANS 


This section would authorize the Administrator to obtain funds for 
making loans under sections 6 and 7 of the bill by borrowing from the 
Treasury in amounts not exceeding $250 million outstanding at any 
one time. The interest rate on the notes and obligations representing 
such borrowing would be determined by the Secretary of the Treasury, 
taking into consideration the current average rate on outstanding 
marketable obligations of the United States of comparable maturities 
as of the last day of the month preceding their issuance. Amounts 
thus obtained from the Treasury would be used to establish the revolv- 
ing funds provided for in section 10 of the bill. 


SECTION 10. ESTABLISHMENT OF REVOLVING FUNDS 


This section would establish three revolving funds to be used in 
making loans under the bill. Up to $100 million would be deposited 
in one revolving fund, to be oid in making plant loans under section 
6 in industrial redevelopment areas; up to $50 million would be de- 
posited in the second revolving fund, to be used in making plant loans 
under section 6 in rural redevelopment areas; and up to $100 million 
would be deposited in the third revolving fund, to be used in making 
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ublic facility loans under section 7. The principe amount of loans 
fast any of the three revolving funds which could be outstanding at 
any one time within any one State could not exceed 15 percent of the 
authorized maximum amount of that fund. 


SECTION 11. INFORMATION 


This section would enable the Administrator to aid redevelopment 
areas by furnishing to individuals, communities, industries, and enter- 
prises in such areas any technical information, market research, and 
other assistance, information, and advice which may be obtainable 
from Federal agencies and would be useful in alleviating unemploy- 
ment or underemployment. 


SECTION 12. TECHNICAL ASSISTANCE 


This section would authorize the Administrator, through his staff 
or by contractual arrangements with private individuals or institutions, 
to provide technical assistance to redevelopment areas. 


SECTION 18. POWERS OF ADMINISTRATOR 


This section would provide the Administrator with the adminis- 
trative powers needed to carry out the area redevelopment program 
under the bill. The Administrator would be authorized by this sec- 
tion (1) to secure needed information from other agencies of the Federal 
Government, (2) to engage in such business transactions, and to take 
such action to acquire, dispose of, and otherwise deal with both real 
and personal property and to enforce any rights, claims, and obliga- 
tions, as may be necessary or appropriate in connection with the per- 
formance of his duties under the bill, and (3) to establish such rules 
and regulations as may be appropriate in carrying out the provisions 
of the bill. In servicin snd. otherwise dealing with and realizing on 
loans made under the bill, the Administrator could procure the services 
of local attorneys by contract, but he would be expected to use the 
services of full-time attorneys employed by the Federal Government 
wherever practicable. 


SECTION 14. URBAN RENEWAL 


This section would amend title I of the Housing Act of 1949, as 
amended, by adding at the end thereof a new section 111 which 
would permit the use of the slum clearance and urban redevelopemnt 
provisions of that title (without regard to certain limitations which 
would otherwise be applicable) in making sites available for new 
industrial plants and facilities in areas designated as industrial re- 
development areas under section 4 (a) of the bill. 

Subsection (a) of the new section 111 would provide that financial 
assistance under title I for slum clearance and urban redevelopment 
activities could be Psa asony in any area certified by the Administrator 
of the Area Redevelopment Administration to the Housing and Home 


Finance Administrator as an industrial redevelopment area which 
is reasonably likely to achieve more than temporary improvement in 
its economic development with assistance provided under the bill and 
pursuant to other undertakings. 
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Subsection (b) of the new section 111 would provide that slum 
clearance assistance could be furnished without regard to the existing 
requirement that the project area be predominantly residential in 
character and that it be redeveloped for predominantly residential 
uses; but such assistance could not be provided if it would result in 
the transfer of any business operations from another area into the 
project area. 

Subsection (c) of the new section 111 would permit such assistance 
for any project in an area which includes primarily industrial or 
commercial structures suitable for rehabilitation under the urban 
renewal plan for the area. 

Subsection (d) of the new section 111 would provide that such as- 
sistance could be furnished without regard to the existing requirement 
that any land acquired in the project area be disposed of for immediate 
development; under this subsection such land could be conveyed at 
fair market value to any public agency or nonprofit corporation for 
disposition and development at an indefinite later date (but as 
promptly as practicable). 

Subsection (e) of the new section 111 would permit such assistance 
to be continued until the completion of the project even though the 
gd ceases to be an industrial redevelopment area under 
the : 

Subsection (f) of the new section 111 would make available for as- 
sistance under that section up to 10 percent of the $1 billion loan 
funds presently authorized under section 102 and up to 10 percent of 
the $1 billion grant funds presently authorized under section 103; 
and would (in the case of pats 3 of the two types of funds) limit expendi- 
tures in any one State to 15 percent of the amount thus made available. 
This limitation would be in addition to the general limitation on ex- 
penditures in any one State presently contained in title I. 


SECTION 15. URBAN PLANNING GRANTS 


This section would amend section 701 of the Housing Act of 1954 
to make planning advances available under that section to all counties, 
cities, and other municipalities in industrial redevelopment areas (as 
designated under section 4 (a) of the bill) without regard to the present 
provisions which do not permit such advances to be made to com- 
munities having a population of 25,000 or more. 


SECTION 16. VOCATIONAL TRAINING 


This section would provide that the Secretary of Labor, using 
existing Federal and State facilities on a reimbursable basis or through 
contractual arrangements with public and private institutions and 
establishments, shall provide suitable training for unemployed 
individuals in redevelopment areas (as designated under sec. 4 of the 
bill) who are in need of training, retraining, or reemployment or voca- 
tional education. The Secretary would be directed to cooperate with 
Federal, State, and local agencies and officials in charge of similar 
programs for the purpose of coordinating his activities under this 
section with those programs. 
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SECTION 17. RETRAINING SUBSISTENCE PAYMENTS 


This section would provide that the Secretary of’ Labor sha!l enter 
into agreements with States in which redevelopment areas are located 
whereby such States (as agents of the United States) would make 
weekly retraining payments to unemployed individuals in such areas 
who are not entitled to unemployment compensation and who are 
undergoing training for new jobs. Such payments could not be made 
to any individual for more than 13 weeks, and each such payment 
would be equal in amount to the average unemployment compensation 
payment payable in the State concerned. 


SECTION 18. DEPOSITARIES AND AGENTS 


This section would authorize the Administrator to deposit with the 
Treasurer of the United States, subject to check by authority of the 
Administrator, all moneys of the Administration not otherwise em- 
ployed. It would also provide that the Federal Reserve banks, and 
any banks insured by FDIC when designated by the Secretary of the 
Treasury, shall act as custodians and financial agents for the Admin- 
istrator in the performance of his duties under the bill. 


SECTION 19. DEFINITIONS OF “STATE” AND “UNITED STATES” 


This section would define the terms “State” and “United States” 
so as to limit assistance under the bill to the 48 States. 


SECTION 20. ANNUAL REPORT 


This section would require the Administrator to make a compre- 
hensive and detailed annual report to the Congress for each fiscal 
year, beginning with the fiscal year 1957. 


CuHANGgEs IN Existing Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


TITLE I OF THE HOUSING ACT OF 1949, AS AMENDED 
TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 
URBAN RENEWAL FUND 


Sec. 100. The authorizations, funds, and appropriations available 
ursuant to sections 102 and 103 hereof shall constitute a fund, to be 
own as the “Urban Renewal Fund,” and shall be available for ad- 
vances, loans, and capital grants to local public agencies for urban 
renewal projects in accordance with the provisions of this title, and 
all contracts, obligations, assets, and liabilities existing under or pur- 
suant to said sections prior to the enactment of the Housing Act of 
1954 are hereby transferred to said Fund. 
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LOCAL RESPONSIBILITIES 


Sec. 101. (a) In entering into any contract for advances for sur- 
veys, plans, and other preliminary work for projects under this title, 
the Administrator shall give consideration to the extent to which 
appropriate local public ies have undertaken positive pro 8 
(through the adoption, modernization, administration, and enforce- 
ment of housing, zoning, building, and other local laws, codes and regu- 
lations relating to land use and adequate standards of health, sani- 
tation, and safety for buildings, including the use and occupancy of 
dwellings) for (1) preventing the spread or recurrence in the com- 
munity of slums and blighted areas, and (2) encouraging housing cost 
reductions through the use of appropriate new materials, techniques, 
and methods in land and residential planning, design, and construc- 
tion, the increase of efficiency in residential construction, and the 
elimination of restrictive practices which unnecessarily increase 
housing costs. 

(b) In the administration of this title, the Administrator shall 
encourage the operations of such local public agencies as are estab- 
lished on a State, or regional (within a State), or unified metropolitan 
basis or as are established on such other basis as permits such agencies 
to contribute effectively toward the solution of community develop- 
ment or redevelopment problems on a State, or regional (within a 
State), or unified metropolitan basis. 

(c) No contract shall be entered into for any loan or capital grant 
under this title, and no mortgage shall be insured, and no commitment 
to insure a mortgage shall be issued, under section 220 or 221 of the 
National Housing Act, as amended, unless (1) there is presented to 
the Administrator by the locality a workable program (which shall 
include an official plan of action, as it exists from time to time, for 
effectively dealing with the problem of urban slums and blight within 
the community and for the establishment and preservation of a well- 
planned community with well-organized residential neighborhoods of 
decent homes and suitable living environment for adequate family 
life) for utilizing appropriate private and public resources to elimin- 
ate, and prevent the development or spread of, slums and urban blight, 
to encourage needed urban rehabilitation, to provide for the redevelop- 
ment of blighted, deteriorated, or slum areas, or to undertake such of 
the aforesaid activities or other feasible community activities as may 
be suitably employed to achieve the objectives of such a program, and 
(2) on the basis of his review of such program, the Aaminieteabor 
determines that such program meets the requirements of this sub- 
section and certifies to the constituent agencies affected that the Fed- 
eral assistance may be made available in such community: Provided, 
That this sentence shall not apply to the insurance of, or commitment 
to insure, a mortgage under section 220 of the National Housing Act, 
as amended, if the mortgaged property is in an area referred to in 
clause (A) (i) of paragraph (1) of section 220 (d), or under section 
221 of the National Housing Act, as amended, if the moneegs prop- 
erty is in a community referred to in clause (2) of section 221 (a) o 
said Act: And provided further, That, notwithstanding any other pro- 
visions of law which would authorize such delegation or transfer, 
there shall not be delegated or transferred to any meat Official (except 
an officer or employee of the Housing and Home Finance Agency serv- 
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ing as Acting Administrator during the absence or disability of the 
Adatinintiates or in the event of a vacancy in that office) the final 
authority vested in the Administrator (i) to determine whether any 
such workable program meets the requirements of this subsection, (ii) 
to make the certification that Federal assistance of the types enumer- 
ated in this subsection may be made available in such community, (iii) 
to make the certifications as to the maximum number of dwelling units 
needed for the relocation of families to be displaced as a result of 
governmental action in a community and who would be eligible to rent 
or purchase dwelling accommodations in properties covered by mort- 
gage insurance under section 221 of the National Housing Act, as 
amended, or (iv) to determine that the relocation requirements of 
section 105 (c) of this title have been met. 

(d) The Administrator is authorized to establish facilities (1) for 
furnishing to communities, at their request, an urban renewal service 
to assist them in the preparation of a workable program as referred to 
in the preceding subsection and to provide them with technical and 
professional assistance for planning and developing local urban re- 
newal programs, and (2) for the assembly, analysis and reporting of 
information pertaining to such prograins. 


LOANS 


Sec. 102. (a) To assist local communities in the elimination of slums 
and blighted or deteriorated or deteriorating areas, in preventing the 
spread of slums, blight, or deterioration, and in combines maximum 
opportunity for the redevelopment, rehabilitation, and conservation 
of such areas by private enterprise, the Administrator may make 
temporary and definite loans to local publie agencies in accordance 
with the provisions of this title for the undertaking of urban renewal 
projects. Such loans (outstanding at any one time) shall be in such 
amounts not exceeding the estimated expenditures to be made by the 
local public agency as part of the gross project cost, bear interest at 
such rate (not less than the applicable going Federal rate), be secured 
in such manner, and be repaid within such period (not exceeding, in 
the case of definitive loans, forty years from the date of the bonds or 
other obligations evidencing such loans), as may be deemed advisable 
by the Administrator. 

(b) In connection with any project on land which is open or pre- 
dominantly open, the Administrator may make temporary loans to 
municipalities or other public bodies for the provision of public build- 
ings or facilities necessary to serve or support the new uses of such 
land in the project area. Such temporary loans shall be in such 
amounts not exceeding the expenditures to be made for such purposes, 
bear interest at such rate (not less than the applicable going Federal 
rate), be secured in such manner, and be repaid within such period (not 
exceeding ten years from the date of the obligations evidencing such 
loans), as may be deemed advisable by the Administrator. 

(c) Loans made pursuant to subsection (a) or (b) hereof may be 
made subject to the condition that, if at any time or times or for any 
period or periods during the life of the loan contract the local public 
agency can obtain loan funds from sources other than the Federal 
Government at interest rates lower than provided in the loan contract, 
it may do so with the consent of the Administrator at such times and 
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for such periods without waiving or surrendering any rights to loan 
funds under the contract for the remainder of the life of such contract, 
and, in any such case, the Administrator is authorized to consent to 
a pledge by the local public agency of the loan contract, and any or 
all of its rights thereunder, as security for the repayment of the loan 
funds so obtained from other sources. 

(d) The Administrator may make advances of funds to local public 
agencies for surveys and plans for urban renewal projects which may 
be assisted under this title, including, but not limited to, (i) plans for 
carrying out a program of voluntary repair and rehabilitation of 
buildings and improvements, (ii) plans for the enforcement. of State 
and local laws, codes, and regulations relating to the use of land and 
the use and occupancy of buildings and improvements, and to the 
compulsory repair, rehabilitation, demolition, or removal of build- 
ings and improvements, and (iii) appraisals, title searches, and other 
preliminary work necessary to prepare for the acquisition of land in 
connection with the undertaking of such projects. The contract for 
any such advance of funds shall be made upon the condition that such 
advance of funds shall be repaid, with interest at not less than the 
applicable going Federal rate, out of any moneys which become availa- 
ble to the local public agency for the undertaking of the project in- 
volved. No contract for any such advances of funds for surveys and 
plans for urban renewal projects which may be assisted under this 
title shall be made unless the governing body of the locality involved 
has by resolution or ordinance approved the undertaking of such 
surveys and plans and the submission by the local public agency of 
an application for such advance of funds. 

(e) To obtain funds for loans under this title, the Administrator, 
on and after July 1, 1949, may, with the approval of the President, 
issue and have outstanding at any one time notes and obligations for 
purchase by the Secretary of the Treasury in an amount not to exceed 
$25,000,000, which limit on such outstanding amount shall be increased 
by $225,000,000 on July 1, 1950, and by further amounts of $250,000,- 
000 on July 1 in each of the years 1951, 1952, and 1953, respectively: 
Provided, That (subject to the total authorization of not to exceed 
$1,000,000,000) such limit, and any such authorized increase therein, 
may be increased, at any time or times, by additional amounts aggre- 
gating not more than $250,000,000 upon a determination by the Presi- 
dent, after receiving advice from the Council of Economic Advisers 
as to the general effect of such increase upon the conditions in the 
building industry and upon the national economy, that such action is 
in the public interest. 

(f) Notes or other obligations issued by the Administrator under 
this title shall be in such forms and denominations, have such maturi- 
ties, and be subject to such terms and conditions as may be prescribed 
by the Administrator, with the approval of the Secretary of the 
Treasury. Such notes or other obligations shall bear interest at a rate 
determined by the Secretary of the Treasury, taking into considera- 
tion the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding the 
issuance of such notes or other obligations. The Secretary of the 
Treasury is authorized and directed to purchase any notes and other 
obligations of the Administrator issued under this title and for such 
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purpose is authorized to use as a public debt transaction the proceeds 
from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued 
under such Act, as amended, are extended to include any purchases 
of such notes and other obligations. The Secretary of the Treasury 
may at any time sell any of the notes or other obligations acquired 
by him under this section. AJl redemptions, purchases, and sales b 
the Secretary of the Treasury of such notes or other obligations shall 
be treated as public debt transactions of the United States. 

(g) Obligations, including interest thereon, issued by local public 
agencies for projects assisted pursuant to this title, and income derived 
by such agencies from such projects, shall be exempt from all taxa- 
tion now or hereafter imposed by the United States. 


CAPITAL GRANTS 


Src. 103. (a) The Administrator may make capital grants to local 
public agencies in accordance with the provisions of this title for urban 
renewal projects: Provided, That the Administrator shall not make 
any contract for capital grant with respect to a project which consists 
of open land. The aggregate of such capital grants with respect to all 
the projects of a tes public agency on which contracts for capital 

rants have been made under this title shall not exceed two-thirds of 
the aggregate of the net project costs of such projects, and the capital 
grant with respect to any individual project shall not exceed the 
difference between the net project cost and the local grants-in-aid 
actually made with respect to the project. 

(b) The Administrator, on an atter July 1, 1949, may, with the 
approval of the President, contract to make capital grants, with re- 
spect to projects assisted under this title, aggregating not to exceed 
$500,000,000, which limit shall be increased by further amounts of 
§200,000,000 on July 1 in each of the years 1955 and 1956, respectively : 
Provided, That such limit, and any such authorized increase therein, 
may be increased, at any time or times, by additional amounts aggre- 
gating not more than $100,000,000 upon a determination by the Presi- 

ent, after receiving advice from the Council of Economie Advisers as 
to the general effect of such increase upon the conditions in the build- 
ing industry and upon the national economy, that such action is in the 
public interest. The faith of the United States is solemnly pledged 
to the payment of all capital grants contracted for under this title, 
and there are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, the amounts necessary to 
provide for such payments. 


REQUIREMENTS FOR LOCAL GRANTS-IN-AID 


Sec. 104. Every contract for capital grant under this title shall 
require local grants-in-aid in connection with the project involved 
which, together with the local grants-in-aid to be provided in con- 
nection with all other projects of the local public agency on which 
contracts for capital grants have theretofore been made, will be at 
least equal to one-third of the aggregate net project costs involved (it 
being the purpose of this provision and section, 103 to limit the aggre- 
gate of the capital grants made by the Administrator with respect to 
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all the projects of a local public agency on which contracts for capital 
grants a been made under this title to an amount not exceeding two- 
thirds of the difference between the aggregate of the project costs 
of all such projects and the aggregate of the total sales prices and 
capital values referred to in section 110 (f) of the property in such 
projects). 

LOCAL DETERMINATIONS 


Sec. 105. Contracts for loans or re shall be made only 
with a duly authorized local agency and shall require that— 

(a) The urban renewal plan (including any redevelopment plan 
constituting a part thereof) for the urban renewal area be approved 
by the governing body of the locality in which the project is situated, 
and that such approval include findings by the governing body that 
(i) the financial aid to be provided in the contract is necessary to en- 
able the project to be undertaken in accordance with the urban re- 
newal plan; (ii) the urban renewal plan will afford maximum oppor- 
tunity, consistent with the sound needs of the locality as a whole, for 
the rehabilitation or redevelopment of the urban renewal area by pri- 
vate enterprise; and (iii) the urban renewal plan conforms to 4 gen- 
eral plan for the development of the locality as a whole; 

(b) When real property acquired or held by the local public agency 
in connection with the project is sold or leased, the purchasers or lessees 
and their assignees shall be obligated (i) to devote such property to the 
uses specified in the urban renewal plan for the project area; (ii) to 
begin within a reasonable time any improvements on such property re- 
quired by the urban renewal plan; and (iii) to comply with such other 
conditions as the Administrator finds, prior to the execution of the 
contract for loan or capital | Ae pursuant to this title, are necessary 
to carry out the purposes of this title: Provided, That clause (ii) of 
this subsection shall not apply to peas pow and others who acquire 
an interest in such property as the result of the enforcement of any lien 
or claim thereon ; 

(c) There be a feasible method for the temporary relocation of fam- 
ilies displaced from the urban renewed area, and that there are or are 
being provided, in the urban renewal area or in other areas not gen- 
erally we desirable in regard to public utilities and public and com- 
mercial facilities and at rents or prices within the financial means of 
the families displaced from the urban renewal area, decent, safe, and 
sanitary dwellin oo in number to the number of and available to 
such displaced families and reasonably accessible to their places of 
employment. 

(d) No land for any project to be assisted under this title shall be 
acquired by the local public agency except after public hearing follow- 
ing notice of the date, time, place, and purpose of such hearing. 


GENERAL PROVISIONS 


Src. 106. (a) In the performance of, and with respect to, the runc- 
tions, spndper’ and duties vested in him by this title, the Administrator, 


notwithstanding the ii onsae of any other law shall— 
(1) appoint a Director to administer the provisions of this title 
under the direction and supervision of the Administrator and the 


basic rate of compensation of such position shall be the same as the 
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basic rate of compensation established for the heads of the con- 
stituent agencies of the Housing and Home Finance Agency ; 

(2) prepare annually and subunit a budget program as provided 
for wholly owned Government corporations by the Government 
sar ppt Control Act, as amended ; 

(3) maintain an in ] set of accounts which shall be audited 
annually by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial transactions 
as provided by the Government Corporation Control Act, as 
amended, and no other audit shall be required: Provided, That 
such financial transactions of the Administrator as the making of 
advances of funds, loans, or capital grants and vouchers approved 
by the Administrator in connection with such financial transac- 
tions shall be final and conclusive upon all officers of the Govern- 
ment. 

(b) Funds made available to the Administrator pursuant to the 
provisions of this title shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and assets 
obtained or held by the Administrator in connection with the per- 
formance of his functions under this title shall be available for any of 
the purposes of this title (except for capital grants pursuant to section 
103 hereof), and all funds available for carrying out the functions of 
the Administrator under this title (including appropriations therefor, 
which are hereby authorized), shall be available, in such amounts as 
may from year to year be authorized by the Congress, for the admin- 
istrative expenses of the Administrator in connection with the per- 
formance of such functions: Provided, That necessary expenses of in- 
spections and audits, and of providing representatives at the site, of 
projects being plensed or undertaken by local public agencies pur- 
suant to this title shall be compensated by such agencies by the pay- 
ment of fixed fees which in the aggregate will cover the costs of render- 
ing such services, and such expenses shall be considered nonadminis- 
trative; and for the purpose of providing such i tions and audits 
and of providing representatives at the sites, the Administrator may 
utilize any agency and such agency may accept reimbursement or 
op eres for such services from such local public agencies or the 
Administrator, and credit such amounts to the appropriations or 
funds against which such charges have been made. 

(c) In the performance of, and with to, the functions, 
powers, and duties vested in him by this title, the Administrator, not- 
withstanding the provisions of any other law, may— 

sue and be sued; 

2) foreclose on any property or commence any action to pro- 
tect or enforce any right conferred upon him by any law, contract, 
or other agreement, and bid for and purchase at any foreclosure or 
any other sale any project or part thereof in connection with 
which he has made a loan or capital grant pursuant to this title. 
In the event of any such acquisition, the Administrator may, not- 
withstanding any other provision of law relating to the acquisi- 
tion, handling, or disposal of real pre Ht 6 by the United States, 
complete, administer, dis of, and otherwise deal with such 
paneer or part thereof: ided, That any such acquisition of 

property shall not deprive any State or political subdivision 
thereof of its civil jurisdiction in and over such property or im- 


90015°—57 H. Rept., 84-2, vol. 4——-23 



























REDEVELOPMENT OF DEPRESSED AREAS 


pair the civil rights under the State or local laws of the inhabit- 
ants on such property ; 

(3) enter into agreements to pay annual sums in lieu of taxes 
to any State or local taxing authority with respect to any real 
property so acquired or owned, and such sums shall approximate 
the taxes which would be paid upon such property to the State 

or local taxing authority, as the case may be, if such property were 
not exempt from taxation; 

(4) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon such terms as he may fix; 

(5) obtain insurance against Sian in connection with property 
and other assets held ; 

(6) subject to the specific limitations in this title, consent to the 
modification, with respect to rate of interest, time of payment 
of any installment of principle or interest, security, amount of 
capital grant, or any other term, of any contract or agreement to 
which he is a party or which has been transferred to him pursuant 
to this title; 

(7) include in any contract or instrument made pursuant to this 
title such other covenants, conditions, or provisions (including 
such covenants, conditions, or provisions as, in the determination 
of the Administrator, are necessary or desirable to prevent the 
payment of excessive prices for the acquisition of land in con- 
nection with projects assisted under this title) as he may deem 
necessary to assure that the purposes of this title will be achieved. 
No provision of this title shall be construed or administered to 
permit speculation in land holding; and 

(8) make advance or progress payments on account of any 
capital grant contracted to be made pursuant to this title, not- 
withstanding the provisions of section 3648 of the Revised Stat- 
utes, as amended, or any other provisions of this title. 

(d) Section 3709, as amended, of the Revised Statutes shall not 
apply to any contract for services or supplies on account of any 
property acquired pursuant to this title if the amount of such contract 
does not exceed $1,000. 

(e) Not more than 10 per centum of the funds provided for in this 
title, either in the form of loans or grants, shall be expended in any 
one State: Provided, That the Administrator, without regard to such 
limitation, may enter into contracts for capital grants aggregating 
not to exceed $70,000,000 (subject to the total authorization provided 
in section 103 (b) of this title) with local public agencies in States 
where more than two-thirds of the maximum capital grants permitted 
in the respective State under this subsection has been obligated. 
















































PAYMENT FOR LAND USED FOR LOW-RENT PUBLIC HOUSING 


Src. 107. If the land for a low-rent housing project assisted under 
the United States rere. Act of 1937, as amended, is made available 
from a project assisted under this title, payment equal to the fair value 
of the land for the uses specified in accordance with the urban renewal 
plan shall be made therefor by the public housing agency undertaking 
the housing project, and such amount shall be included as part of the 
development cost of the low-rent housing project. 
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SURPLUS FEDERAL REAL PROPERTY 


Sec. 108. The President may at any time in his discretion, trans- 
fer, or cause to be transferred, to the Administrator any right, title, or 
interest held by the Federal Government or any department or agency 
thereof in any land (including buildings thereon) which is surplus to 
the needs of the Government and which a local public agency certifies 
will be within the area of a project being planned by it. When such 
land is sold to the local public agency by the Administrator, it shall 
be sold at a price equal to its fair market value, and the proceeds from 
such sale shall be covered into the Treasury as miscellaneous receipts. 


PROTECTION OF LABOR STANDARDS 


Sec. 109. In order to protect labor standards— 

(a) any contract for loan or capital grant pursuant to this title shall 
contain a provision requiring that not less than the salaries prevailing 
in the locality, as determined or adopted (subsequent to a determina- 
tion under applicable State or local law) by the Administrator, shall 
be paid to all architects, technical engineers, draftsmen, and_tech- 
nicians employed in the development of the project involved and shall 
also contain a provision that not less than the wages prevailing in the 
locality, as predetermined by the Secretary of Labor pursuant to the 
Davis-Bacon Act (49 Stat. 1011), shall be paid to all laborers and 
mechanics, except such laborers or mechanics who are employees of 
municipalities or other local public bodies, employed in the develop- 
ment of the project involved for work financed in whole or in part 
with funds made available pursuant to this title; and the Administra- 
tor shall require certification as to compliance with the provisions of 
this paragraph prior to making any payment under such contract; 
an 

(b) the provisions of title 18, United States Code, section 874, and 
of title 40, United States Code, section 276c, shall apply to work 
financed in whole or in part with funds made available for the develop- 
ment of a project pursuant to this title. 


DEFINITIONS 


Sec. 110, The following terms shall have the meanings, respectively, 
ascribed to them below, and, uuless the context clearly indicates other- 
wise, shall include the plural as well as the singular number: 

(a) “Urban renewal area” means a slum area or a blighted, deterio- 
rated, or deteriorating area in the locality involved which the Admin- 
istrator approves as appropriate for an urban renewal project. 

(b) “Urban renewal plan” means a plan, as it exists from time to 
time, for an urban renewal project, which plan (1) shall conform to 
the general plan of the locality as a whole and to the workable program 
referred to in section 101 hereof; and (2) shall be sufficiently complete 
to indicate such land acquisition, demolition and removal of structures, 
redevelopment, improvements, and rehabilitation as may be proposed 
to be carried out in the urban renewal area, zoning and planning 
changes, if any, land uses, maximum densities, building requirements, 
and the plan’s relationship to definite local objectives respecting 
appropriate land uses, improved traffic, public transportation, public 
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utilities, recreational and community facilities, and other public im- 
provements; and (3) shall include, for any part of the urban renewal 
area proposed to be acquired and selardeneal in accordance with clause 
(1) of the second sentence of subsection (c) of this section, a redevelop- 
ment plan approved by the governing body of the locality. 

(c) “Urban renewa pecans: or “project” may include under- 
takings and activities of a local public agency in an urban renewal 
area for the elimination and for the prevention of the development or 
spread of slums and blight, and may involve slum clearance and rede- 
velopment in an urban renewal area, or rehabilitation or conservation 
in an urban renewal area, or any combination or part thereof, in 
accordance with such urban renewal plan. Where land within the 
purview of subparagraph (1) (ii) or (1) (iii) hereof (whether it be 
hess ams residential or nonresidential in character) is to be re- 

eveloped for predominantly nonresidential uses, loans and advances 
under this title may be extended therefor if the governing body of the 
local public agency determines that such redevelopment for predomi- 
nantly nonresidential uses is necessary and appropriate to facilitate 
the proper growth and development of the community in accordance 
with sound planning standards and local community objectives and to 
afford maximum opportunity for the redevelopment of the project 
area by private enterprises: Provided, That loans and outstanding 
advances to any local public agency pursuant to the authorization of 
this sentence shall not exceed BY per centum of the estimated gross 
— costs of the projects undertaken under the contracts with such 
ocal public agency pursuant to this title. For the pu s of this 
subsection, “slum clearance and redevelopment” may include (1) ac- 

uisition of har slum area or a deteriorated or deteriorating area, or 
tii) land which is predominantly open and which because of obsolete 
platting, diversity of ownership, deterioration of structures or of site 
improvements, or otherwise, substantially impairs or arrests the sound 
growth of the community, or (iii) open land necessary for sound com- 
munity growth which is to be developed for predominantly residential 
uses : Provided, That the requirement in paragraph (a) of this section 
that the area be a slum area or a blighted, deteriorated, or deteriorat- 
ing area shall not be applicable in the case of an open land project: 
And provided further, That financial assistance shall not be extended 
under this title for any project involving slum clearance and redevelop- 
ment of an area which is not clearly predominantly residential in char- 
acter unless such area is to be redeveloped for predominantly residen- 
tial uses, except that, where such an area which is not predominantly 
residential in character contains a substantial number of slum, 
blighted, deteriorated, or deteriorating dwellings or other living ac- 
commodations, the elimination of which would tend to promote the 
public health, safety and welfare in the locality involved and such area 
is not af BN ee for redevelopment for predominantly residential 
uses, the Administrator may extend financial assistance for such a proj- 
ect, but the aggregate of the capital grants made pursuant to this title 
with respect to such projects shall not exceed 10 per centum of the 
total amount of capital grants authorized by this title; (2) demolition 
and removal of buildings and improvements; (3) installation, con- 
struction, or reconstruction of streets, utilities, parks, playgrounds, 
and other improvements necessary for carrying out in the area the 
urban renewal objectives of this title in accordance with the urban 
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renewal plan; and (4) making the land available for development or 
redevelopment by private enterprise or public agencies (including 
sale, initial leasing, or satiation: by the local public agency itself) at 
its fair value for uses in accordance with the renewal plan. For 
the purposes of this subsection “rehabilitation” or “conservation” may 
include the restoration and renewal of a blighted, necrval yet ame or 
deteriorating area by (1) pean) fe plans for a program of volun- 
tary repair and rehabilitation of buildings or other improvements in 
accordance with the urban renewal plan; (2) acquisition of real prop- 
erty and demolition or removal of buildings and improvements thereon 
where necessary to eliminate unhealthful, insanitary or unsafe con- 
ditions, lessen density, eliminate obsolete or other uses detrimental 
to the —— welfare, or to otherwise remove or prevent the spread 
of blight or deterioration, or to provide land for needed public facili- 
ties; (3) installation, construction, or reconstruction, of such im- 
provements as are described in clause (3) of the p ing sentence ; 
and (4) the disposition of any property acquired in such urban renewal 
area (including sale, initial leasing, or retention by the local public 
agency itself) at its fair value for uses in accordance with that urban 
renewal plan. 

For the purposes of this title, the term “project” shall not include 
the construction or improvement of any building, and the term “re- 
development” and derivatives thereof shall mean development as well 
as redevelopment. For any of the purposes of section 109 hereof, the 
term “project” shall not include any donations or provisions made as 
local grants-in-aid and eligible as such pursuant to clauses (2) and (3) 
of section 110 (d) hereof. 

(d) “Local grants-in-aid” shall mean assistance by a State, munici- 
pality, or other public body, or (in the case of cash grants or donations 
of land or other real property) any other entity, in connection with 
any project on which a contract for capital grant has been made under 
this title, in the form of (1) each grants; (2) donations, at cash value, 
of land or other real property (exclusive of Jand in streets, alleys, and 
other public rights-of-way which may be vacated in connection with 
the project) in the urban renewal area, and demolition, removal, or 
other work or improvements in the urban renewal area, at the cost 
thereof, of the types described in clause (2) and clause (3) of either 
the second or third sentence of section 110 (c) ; and (3) the provision, 
at their cost, of public buildings or other public facilities (other than 
publicly owned housing, public facilities financed by ial assess- 
ments against land in the Paes nie area, and revenue producing public 
utilities the capital cost of which is wholly financed with local bonds 
or obligations payable solely out of revenues derived from service 
charges) which are necessary for carrying out in the area the urban 
renewal objectives of this title in accordance with the urban renewal 
plan: Provided, That in any case where, in the determination of the 
Administrator, any park, playground, public building, or other public 
facility is of direct benefit both to the urban renewal area and to other 
areas, and the 2 gtr degree of the benefit to such other areas is 
estimated by Administrator at 20 per centum or more of the 


total benefits, the Administrator shall provide that, for the purpose 
of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portions of the cost of such facility 
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as the Administrator estimates to be proportionate to the approximate 
degree of the benefit of such facility to the urban renewal area: And 
provided further, That for the purpose of computing the amount of 
local grants-in-aid under this section 110 (d), the estimated cost (as 
determined by the Administrator) of parks, playgrounds, public 
buildings, or other public facilities may be deemed to be the actual cost 
thereof if (i) the construction or provision thereof is not completed 
at the time of final disposition of land in the project to be acquired and 
disposed of under the urban renewal plan, and (ii) the Administrator 
has received assurances satisfactory to him that such park, play- 
ground, public building, or other public facility will be constructed 
or completed when needed and within a time prescribed by him. With 
respect to any demolition or removal work, improvement or facility for 
which a State, municipality, or other public body has received or has 
contracted to receive any grant or subsidy from the United States, or 
any agency or instrumentality thereof, the portion of the cost thereof 
defrayed or estimated by the Administrator to be defrayed with such 
subsidy or grant shall not be eligible for inclusion as a local grant- 
in-aid. 

(e) “Gross project cost” shall comprise (1) the amount of the 
expenditures by the local public agency with respect to any and all 
undertakings necessary to carry out the project (including the pay- 
ment of carrying charges, but not beyond the point where the project 
is we eet and (2) the amount of such local grants-in-aid as are 
furnished in forms other than cash. 

(f) “Net project cost” shall mean the difference between the gross 
project cost oat the aggregate of (1) the total sales prices of all land 
or other property sold, and (2) the total capital values (i) imputed, 
on a basis approved by the Administrator, to all land or other prop- 
erty leased, and (ii) used as a basis for determining the amounts to 
be transferred to the project from other funds of the local public 
agency to compensate for any land or other property retained by it 
for use in accordance with the urban renewal plan. 

(g) “Going Federal.rate” means (with respect to any contract for 
a loan or advance entered into after the first annual rate has been 
specified as provided in this sentence) the annual rate of interest which 
the Secretary of the Treasury shall specify as applicable to the six- 
month period (beginning with the six-month period ending December 
31, 1953) during which the contract for loan or advance is approved 
by the Administrator, which applicable rate for each cosplrs period 
shall be determined by the Secretary of the Treasury by estimating the 
average yield to maturity, on the basis of daily closing market. bid 
quotations or prices during the month of May or the month of No- 
vember, as the case may be, next preceding such six-month period, on 
all outstanding marketable obligations of the United States having 
a maturity date of fifteen or more years. from the first day of such 
month of May or November, and by adjusting such estimated aver- 
age annual yield to the nearest one-eighth of 1 per centum, Any 
contract for loan made may be revised or su ed by a later con- 
tract, so that the going Federal rate, on the basis of which the interest 
rate on the loan is fixed, shall mean the going Federal rate, as herein 


defined, on the date that such contract is revised or. superseded by such 
later contract. 
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(h) “Local public agency” means any State, county, municipality, 
or other governmental entity or public body, or two or more such 
entities or bodies, authorized to undertake the project for which assist- 
ance is sought. “State” includes the several States, the District of 
Columbia, the Commonwealth of Puerto Rico, and the Territories and 
possessions of the United States. 

(i) “Land” means any real property, including improved or un- 
improved land, structures, improvements, easements, incorporeal 
hereditaments, estates, and other rights in land, legal or equitable. 


(j) “Administrator” means the Housing and Home Finance Ad- 
ministrator. 


INDUSTRIAL REDEVELOPMENT AREAS UNDER THE AREA REDEVELOPMENT 
ACT 


Sec. 111. (a) When the Administrator of the Area Redevelopment 
Administration certifies to the Housing and Home Finance Administrator 
(1) that any county, city, or other municipality (in this section referred 
io as a “municipality” is situated in an area designated under section 
4 (a) of the Area Redevelopment Act as an industrial redevelopment area, 
and (2) that there is a reasonable probability that with assistance provided 
under snch Act and other undertakings the area will be able to achieve 
lasting improvement in its economic development, the Housing and Home 
Finanee Administrator is authorized to provide financial assistance to 
a local public agency in any such municipality under this title and the 
provisions of this section. 

(6) The Housing and Home Finance Administrator may provide such 
financial assistance under this section without regard to the requirements 
or limitations of section 110(c) that the project area be clearly predomi- 
nantly residential in character or that it be redeveloped for predominantly 
residential uses; but no such assistance shall be provided in any area 
unless such Administrator determines that it will not result in a transferral 
to (or a relocation in) such area of business operations otherwise conducted 
in any other area of the United States. 

(c) Financial assistance under this section may be provided for any 
project involving a project area including primarily industrial or com- 
mercial structures suitable for rehabilitation under the urban renewal 
plan for the area. 

(d) Notwithstanding any other provision of this title, a contract for 
financial assistance under this section may include provisions permitting 
the disposition of any land in the project area designated under the urban 
renewal plan for industrial or commercial uses to any public agency or 
nonprofit corporation for subsequent disposition as promptly as practi- 
cable by sue blie agency or corporation for the redevelopment of the 
land in accordance with the urban renewal plan: Provided, That any 
disposition of such land under this section shall be made at not less than 
its fair value for uses in accordance with the urban renewal plan: And 
provided further, That the purchasers from or lessees of such public 
agency or corporation, and their assignees, shall be required to assume 
the obligations imposed under section 105 (6). 

(e) Following the execution of any contract for financial assistance 
under this section with respect to any project, the Housing and Home 

‘inance Administrator may exercise the authority vested in him under 
this section for the completion of such project, notwithstanding any 
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determination made after the execution of such contract that the area in 
which the project is located may no longer be an industrial redevelopment 
area under the Area Redevelopment Act. 

(f) Not more than 10 per centum of the funds authorized for loans 
under section 102 or for capital grants under section 103 shall be available 
to provide financial assistance under this section. 


SECTION 701 OF THE HOUSING ACT OF 1954 


TITLE VII—URBAN PLANNING AND RESERVE OF 
PLANNED PUBLIC WORKS 


URBAN PLANNING 


Sec. 701. To facilitate urban planning for smaller communities 
lacking adequate planning resources, the Administrator is authorized 
to make planning grants to State planning agencies for the provision 
of planning assistance (including surveys, land use studies, urban 
renewal plans, technical services and other planning work, but exclud- 
ing plans for specific public works) to cities and other municipalities 
having a ag prim of less than 25,000 according to the latest decennial 
census. The Administrator is further authorized to make planning 
grants for similar planning work (1) in metropolitan and regional areas 
to official State, metropolitan, or regional planning agencies empowered 
under State or local laws to perform such planning, and (2) to counties, 
cities, and other municipalities, having a population of twenty-five 
thousand or more according to the latest decennial census, situated in 
areas designated as industrial redevelopment areas by the Administrator 
of the Area Redevelopment Administration under section 4 (a) of the 
Area Redevelopment Act. * * * 














MINORITY VIEWS 


There is gee belief by the public, the Congress, and the executive 
branch in the idea that the Federal Government should lend a hand 
to communities and areas which despite the general prosperity en- 
joyed by the Nation as a whole face a problem of substantial and 
persistent unemployment among their citizens. The causes of this 
unemployment, which vary from area to area, include declinin 

consumption of products produced in an area, depletion of a natura 
resource, or appearance of a more favorable labor market elsewhere. 
The idleness of these persons willing and able to work is a wasting of 
real national resources. 

Unfortunately, although there is general agreement on the aims of 
this legislation, the subject bill does not propose a method which is 
feasible or appropriate for carrying out the principles of this program. 

Despite the existence in the executive branch of the Department of 
Commerce with the broad general purpose of fostering, promoting, and 
developing our domestic commerce and industry, the bill would 
establish a new independent organization to carry out the proposed 
program of fostering, promoting, and developing commerce and 
industry in these areas of labor surplus. Two Commissions on 
Organization of the Executive Branch of the Government have 
strongly made the point that creation of new agencies to perform 
functions falling within the main purpose of existing departments 
and agencies is wasteful proliferation resulting in ineffective and 
expensive administration. Adequate supervision on the Presidential 
level becomes an impossibility. These principles should have been 
recognized and the proposed program should be located in the Depart- 
ment of Commerce rather than in a newly created agency. 

Lodging responsibility for broad programs of assistance to rural 
areas of underemployment in this new independent agency would, in 
the same manner, cut across the rural development program of the 
Department of Agriculture. 

Another general principle which would appear to be properly 
applicable to the program of assistance to pe communities and 
which was endorsed by the President is that, while Federal help 
should be provided, the primary responsibility for resolving these 
difficulties should rest with the States and communities involved. 
Centralized Federal decisions with respect to these peculiarly local 
problems will not necessarily be correct decisions. H. R. 11811 de- 
parts in several important respects from this principle and over- 
emphasizes the role which the Federal Government should properly 


play in assisting areas of substantial and persistent unemployment. 
{embers on committees representing local and regional areas in need 
of assistance would be appointed under the bill by the Administrator 
of the program. To carry out the purposes of the act, these com- 
mittees should be made up of persons selected locally rather than of 
persons selected by the Administrator. 
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Similarly, provision should be made in the case of loans for the 
sharing of the risk on a mandatory percentage basis by local persons 
or organizations. Such participation by equity capital or loans, junior 
to advances by the Government, will provide assurance of continued 
interest and belief in the proieet at the local level. 

Loan provisions of the bill are authorized for the unreasonably long 
term of 40 years, and are also subject to the general criticism that the 
percentage of costs of a project which may be loaned by the Adminis- 
trator are so high that first mortgages will presumably have to be 
taken as security. Federal loans would be authorized up to 66% 
percent of the cost of industrial plants. There are no limitations on 
the percentage of costs of public facilities which may be provided for 
by Federal loans, and it is clear from the provisions relating to grants 
for public facilities that such facilities may be financed entirely from 
a combination of Federal grants and Federal loans. It would have 
been preferable and more consistent with the principle of helping the 
communities help themselves if the Federal program would have been 
based on loans covering a smaller proportion of the cost but secured 
on a basis junior to larger loans of non-Federal funds. The larger 
loan authorized to be made with Federal funds invites the under- 
taking of purely speculative projects, particularly in view of the lack 
of sequined local participation. 

The committee has, however, provided by amendment a safeguard 
against unnecessary construction of public facilities when appropriate 
State regulatory bodies are unable to make a finding that existing 
services are inadequate. 

The responsibility of the Secretary of Labor would be established by 
this bill for providing directly or by contract for the training or 
retraining of persons living in redevelopment areas. The Department 
of Health, Education, and Welfare is the executive agency presently 
charged with Federal responsibility in the area of vocational education. 
The bill thus again provides for expensive fragmentation of responsi- 
bility and inept organization by splitting vocational education service 
when necessary in redevelopment areas from the agency responsible 
for the function generally. 

H. R. 11811 would provide 13 weeks of subsistence training com- 
pensation equal to unemployment compensation payments to persons 
in redevelopment areas being retrained for new jobs. Arthur Larson, 
Under Secretary of Labor, in commenting on a similar provision before 
the Committee on Labor and Public Welfare of the Senate, recently 
said that, while that Department wholeheartedly supports training 
programs to assist unemployed persons to find new jobs, such pro- 
visions are matters which should be considered by the States and that 
such a Federal provision is not necessary to enable the States to take 
the action therein proposed. 

In addition, the proposed bill lacks certain technical provisions 
necessary in its administration. The earmarking of the loan funds 
leaves no money for administration of the program, thus requiring 
dual procedures, a capital fund for making money available to bor- 
rowers and the use of regular appropriation channels for administration 
of the loan program. ‘There is no provision for repayment of the 
money borrowed to make up the funds. Only direct loans would be 
authorized with no tought given to the use of participation or guaranty 
techniques, which have proved to be of considerable value in the 
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related small-business program. No provision is made for the 
corporate audit technique which is a substitute for advance clearance 
from the Comptroller General which may be necessary with respect 
to each loan made. 

It is, therefore, urged that the Congress join us in insisting that 
H. R. 11811, for the purpose of authorizing the program of assistance 
to these areas of substantial and persistent unemployment, be re- 
jected and that a bill should be enacted which would adopt the 
principles proposed by the President in his advocating Federal 
assistance to these areas of substantial and persistent unemployment. 

Approved: 

Jesse P. Woxcort. 
Rate A. GAMBLE. 
Henry O. Tate. 
Ciarence E. Kinpurn. 
Gorpvon L. McDonovenu., 
Wiutuiam B. WIpnatt. 
Jackson E. Betts. 
Water M. Mumma. 
Epve@ar W. Hiesranp. 
Donatp W. NicHo.uson, 
Outver P. Botron. 
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AMENDING PUBLIC LAW 727, 79TH CONGRESS, PERTAIN- 
ING TO THE PROTECTION OF THE SHORES OF THE 
UNITED STATES, ITS TERRITORIES AND POSSESSIONS 





June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Buarntk, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 11861] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 11861) to amend the act entitled “An act authorizing Federal 
participation in the cost of protecting the shores of publicly owned 
property.” approved August 13, 1946, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to extend the policy of Federal participa- 
tion in the construetion of shore-protection measures to shores of 
privately owned property under certain circumstances, as well as the 
shores of publicly owned property. The bill would also clarify existin 
policy, modify that policy with respect to periodic placement of san 
fills, and eliminate the presently unnecessary seawall proviso. 


DISCUSSION 


The committee notes that erosion of the shores of oceans, lakes, 
estuaries and bays constitutes a loss of land which is an important 
natural resource of the United States. Existing Federal policy is to 
provide assistance in the prevention of such loss only in the case of 
shores owned by public agencies. The proposed bill would provide a 
limited extension of this policy to shores of privately owned property 
where there is a benefit arising from public use or from protection of 
nearby public property or if the benefits to those shores are incidental 
to a project for protecting publicly owned shores. 
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Extension of the policy to include the shores of Territories and 
possessions as well as shores of the United States is desirable and is 
consistent with previous congressional action in approving a beach- 
erosion-control project involving Federal assistance in the case of 
Waikiki Beach, Oahu, T. H. 

The definition of “‘periodic beach nourishment” under the term 
“construction” rather than under “maintenance”’ is desirable, since 
that type of protection, although requiring work over a period of 
years, is frequently the most suitable and economical remedial measure 
in the long run. Consideration of the work, after the initial place- 
ment, as maintenance, and thus ineligible for Federal assistance under 
present law, often places the most economical and desirable plan at a 
disadvantage, from the viewpoint of local cooperating agencies, com- 
pared with other types of protection having high initial costs but low 
maintenance costs. The length of time that subsequent operations 
would be federally assisted urder the reported bill would be limited 
by specification of the Chief of Kngineers in recommending a project. 

H. R. 11861 would substitute “restoration” for “‘improvement”’ as 
the purpose of works to be eligible for Federal assistance. This change 
is desirable, as the committee believes that the intent is to restore lost 
jands rather than to create new lands. 

The elimination of the seawall proviso, which expressed a policy of 
Federal aid toward the repair me protection of seawalls constructed 
by political subdivisions to protect important public highways is 
desirable. This proviso has been of extremely limited value or use, 
and the reported bill provides an adequate and more equitable basis 
for Federal aid without the proviso. 

The Committee on Public Works held public hearings on this legis- 
lation on February 20 and 21, 1956. ‘Testimony was presented by 
Members of Congress, representatives of the Chief of Engineers, and 
local interests. Copies of these hearings are available in the com- 
mittee. 

After very careful consideration of this bill, the committee is con- 
vinced that its provisions will prove to be a valuable addition to exist- 
ing beach-erosion law, and therefore recommends early enactment by 
the Congress. 

The Department of the Army is in agreement with the provisions 
of H. R. 11861 which contains revisions suggested in its original report 
on H. R. 4470, which the bill herein reported supersedes. The legis- 
lation is explained fully in the following letter from the Secretary of 
the Army dated June 25, 1956: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 25, 1956. 
Hon. Cuarues A. Bucktey, 
Chairman, Committee on Publie Works, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to a proposed 
revision of H. R. 4470, a bill to amend the act entitled ‘An act 
authorizing Federal participation in the cost of protecting the shores 
of publicly owned property,” approved August 13, 1946. 

. Section 1 of the act of August 13, 1946 (60 Stat. 1056), declared it 
to be the policy of the United States, with the purpose of preventing 
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damage to public ponents and promoting and encouraging the health- 
ful recreation of the le, to assist in the construction, but not the 
maintenance, of wollen te the improvement and protection against 
erosion by waves and currents of the shores of the United States that 
are owned by States, municipalities, or other political subdivisions, 
subject to certain stipulations, including provisions that the Federal 
contribution toward the construction of protective works shall not 
in any case exceed one-third of the total cost and that the plan of 
protection shall have been specifically adopted and authorized by 
Congress after investigation and study by the Beach Erosion Board. 

H. R. 4470, as proposed to be revised, would amend the basic 
policy in the 1946 act by extending Federal assistance to restoration 
and protection of privately owned shores by inclusion under the gen- 
eral terms “the shores of the United States and the Territories.”” The 
Department of the Army letter of July 15, 1955, commenting on the 
original bill, H. R. 4470, which also would extend Federal assistance 
to privately owned shores, stated that the Department considered 
that it would be in the public interest to protect private property in 
certain cases and suggested certain criteria to be specified in the law 
under which Federal assistance would be provided. The Department 
feels that these criteria are advisable and suggests that the following 
language be added as a new subsection 1 (d): 

“(d) Shores other than public shall be eligible for Federal assistance 
if there is benefit such as that arising from public use or from the 
protection of nearby public property or if the benefits to those shores 
are incidental to the project, and the Federal contribution to the 
ah shall be adjusted in accordance with the degree of such 
enefits.’ 

Subsection (d) at line 25, page 2, should then be changed to ‘‘(e)”’. 

H. R. 4470, as revised, would delete the provision in the act of 1946 
which authorizes Federal aid toward the repair and protection of 
seawalls heretofore constructed by political subdivisions to protect 
important public highways. As stated in the letter of July 15, 1955, 
the studies of the Beach Erosion Board as currently authorized by 
law provide means for securing appropriate Federal aid for any 
required shore-protection measures, and, therefore, a more equitable 
basis for Federal aid would be established by deletion of the seawall 
proviso. H. R. 4470, as revised, would aceomplish this objective. 

Section 1 (c) of the revised bill would provide for Federal assistance 
toward periodic beach nourishment when in the opinion of the Chief 
of Engineers the most suitable and economical remedial measures 
would be provided by such periodic beach nourishment. The Depart- 
ment of the Army considers that under such conditions, and with the 
Chief of Engineers specifying the length of time such nourishment 
shall continue to be Federally assisted, the provision is desirable. 

The revised bill would, in section 1, substitute the term “restora- 
tion’ for the term “improvement” used in the 1946 act. This is a 
desirable modification for the intent is to restore a beach to some prior 
alinement or condition—not to create new lands. 

It is noted that the wording of the act has been supplemented to 
include the shores of the Territories as clearly being within scope of 
thelaw. ‘his too is desirable. It might even be advisable to further 
modify the wording of section 1 (a), on pages 1 and 2, to read “‘the 
shores of the United States, its Territories and possessions” in order 
to include areas such as Puerto Rico and the Virgin Islands. 
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The Department of the Army offers no objection to the enactment 
of the proposed revision of H. R. 4470 if further revised in accordance 
with the foregoing comments. 

The Department of the Army has no information as to the fiscal 
effect of enactment of the bill but notes that the Federal fiscal require- 
ments will necessarily be limited to the abilities of the States and other 
political subdivisions to provide twice the amount of any Federal 





funds authorized. 


Inasmuch as the Department has been requested to expedite the 
report, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the p of the Presi- 
dent, As soon as such advice is received, it will be forwarded to your 


committee. 
Sincerely yours, 


Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives changes in existing law proposed by this 
bill are shown in parallel columns as follows: 


EXISTING LAW 


(Public Law 727, 79th Cong., 
authorizing Federal participa- 
tion in the cost of protecting the 
shores of publicly owned prop- 
erty) 


That with the purpose of pre- 
venting damage to public property 
and promoting and encouraging 
the healthful recreation of the 
people, it is hereby declared to be 
the policy of the United States to 
assist in the construction, but not 
the maintenance, of works for the 
improvement and _ protection 
against erosion by waves and cur- 
rents of the shores of the United 
States that are owned by States, 
municipalities, or other political 
subdivisions: Provided, That the 
Federal contribution toward the 
construction of protective works 
shall not in any case exceed one- 
third of the total cost: Provided 
further, That where a political 
subdivision hes heretofore erected 
a seawall to prevent erosion, by 
waves and currents, to a public 


NEW LANGUAGE 


That (a) with the purpose of 
preventing damage to the shores 
of the United States, its Terri- 
tories and possessions and pro- 
moting and encouraging the 
healthful recreation of the people, 
it is hereby declared to the 
policy of the United States, sub- 
ject to the following provisions of 
this Act to assist in the construc- 
tion, but not the maintenance, of 
works for the restoration and 
protection against erosion, by 
waves and currents, of the shores 
of the hina States, its Terri- 
tories and possessions. 

(b) The Federal contribution 
in the case of any project referred 
to in subsection (a) Ii not ex- 
ceed one-third of the cost of the 
project, and the remainder shall 

paid by the State, municipality, 
or other political subdivision in 
which the project is located. 

(c) When in the opinion of the 
Chief of Engineers the most suit- 
able and economical remedial 
measures would be provided by 
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EXISTING LAW 


highway considered by the Chief 
of Engineers sufficiently important 
to justify protection, Federal con- 
tribution toward the repair of such 
wall and the protection thereof b 
the building of an artificial beac 
is authorized at not to exceed one- 
third of the original cost of such 
wall, and that investigations and 
studies hereinafter provided for 
are hereby authorized for such lo- 
calities: Provided further, That the 
plan of protection shall have been 
specifically adopted and author- 
ized by Congress after investiga- 
tion and study by the Beach 
Erosion Board under the provi- 
sions of section 2 of the River and 
Harbor Act approved July 3, 
1930, as amended and supple- 
mented, 
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NEW LANGUAGE 


periodic beach nourishment, the 
term “construction” may be con- 
strued for the purposes of this Act 
to include the deposit of sand fill 
at suitable intervals of time to 
furnish sand supply to project 
shores for a length of time specified 
by the Chief of Engineers. 

(d) Shores other than public 
shall be eligible for Federal assist- 
ance if there is benefit such as that 
arising from public use or from the 
protection of nearby public prop- 
erty or if the benefits to those 
shores are incidental to the proj- 
ect, and the Federal contribution 
to the project shall be adjusted in 
accordance with the degree of 
such benefits. 


(e) No Federal. contribution 
shall be made with respect to a 
project under this Act unless the 
plan therefor shall have been 
specifically adopted and author- 
ized by Congress after investiga- 
tion and study by the Beach 


. Erosion Board under the provi- 


Sec. 2. When the Chief of En- 
gineers shall find that any such 
project has been constructed in ac- 
cordance with the authorized plans 
and specifications he shall cause to 
be paid to the State, municipality, 
or political subdivision the amount 
authorized by Congress. 


Sec. 3. The Chief of Engineers 
may in his discretion, from time to 
time, make payments on such 
construction as the work pro- 
gresses, but these payments, in- 
cluding previous payments, if any, 
shall not be more than the United 
States pro rata part of the value 
of the labor and materials which 
have been actually put into such 
construction in conformity to said 


sions of section 2 of the River and 
Harbor Act approved July 3, 1930, 
as amended and supplemented. 

Sec. 2. When the Chief of En- 
gineers shall find that any such 
project has been constructed in 
accordance with the authorized 
plans and specifications he shall 
cause to be paid to the State, 
municipality, or other political 
subdivision involved the amount 
authorized by Congress. 

Sec. 3. The Chief of Engineers 
may, in his discretion, from time 
to time, make payments on such 
construction as the work pro- 
gresses, but these payments, in- 
cluding previous payments, if any, 
shall not be more than the United 
States pro rata part of the value 
of the labor and materials which 
have been actually put into such 
construction in conformity to said 
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EXISTING LAW 


plans and specifications: Provided, 
That the construction of improve- 
ment and protective works may be 
undertaken by the Chief of Engi- 
neers upon the request of, and 
contribution of required funds by, 
the interested State, municipality 
or other political subdivision. 


Src. 4. As used in this Act, the 
word ‘shores’ includes all the 
shore lines of the Atlantic and 
Pacific Oceans, the Gulf of Mexico, 
the Great Lakes, and lakes, estu- 
aries and bays directly connected 
therewith, 
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NEW LANGUAGE 


— and specifications: Provided, 
hat the construction of restora- 
tion and protective works under 
this Act may be undertaken by the 
Chief of Engineers upon the re- 
quest of, and contribution of 
required funds by, the interested 
State, municipality, or other polit- 
ical subdivision. 

Sec. 4. As used in this Act, the 
word “shores’’ includes all the 
shorelines of the Atlantic and 
Pacific Oceans, the Gulf of Mexico, 
the Great Lakes, and lakes, estu- 
aries, and bays directly connected 
therewith. 
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PROVIDING FOR ACTIVATION, REPAIR, AND DEACTIVA- 
TION OF MERCHANT VESSELS 





June 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. J. Res. 613} 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the joint resolution (H. J. Res. 613) to authorize the vessel 
operations revolving fund of the Department of Commerce to be used 
for expenses in connection with the chartering of merchant ships 
under jurisdiction of the Secretary of Commerce, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 


THE PURPOSE OF THE BILL 


This bill would authorize, as of July 1, 1956, the use of the vessel 
operations revolving fund created by the Third Supplemental Appro- 
priations Act, 1951, for activation, repair, and deactivation of vessels 
chartered under the jurisdiction of the Secretary of Commerce without 
regard to the particular statutory authority under which the vessels 
are chartered. In addition, it authorizes the credit to the fund of all 
receipts from vessel charters. The fund is presently available for these 
Pp ses in connection with vessel operating activities of the Secretary 
of Ceslimiaros in the shipment of Government cargoes resulting from 
national defense and other programs. The bill in no way broadens 
the Seeretary’s authority to enter into charters but merely provides 
permanent authority for the use of the revolving fund to defray the 
expenses of activation, repair, and deactivation where charters are 
entered into pursuant to existing law. 

The current extreme worldwide shortage of shipping space is causing 
great difficulty to the principal Government shipping agencies, includ- 
ing the Department of Agriculture, the International Cooperatioa 
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Administration, the General Services Administration, and the Military 
Sea Transportation Service in obtaining United States-flag ships at 
fair and reasonable rates. The shortage is so acute that there are 
times when no American-flag tonnage at all is available under any 
conditions at the required time. Foreign-flag shipping, normally 
charging rates less than those deemed fair and reasonable for United 
States ships operating under American standards, is at times available 
only at greatly increased rates, even in excess of rates considered by 
the Maritime Administration and other Government agencies to be 
fair and reasonable for American-flag ships. 

The Second Supplemental Appropriation Act, 1956 (Public Law 
533, approved May 19, 1956), contains a provision authorizing the 
use of the vessel operations revolving fund bor activation, repair, and 
deactivation of merchant ships chartered under the jurisdiction of the 
Secretary of Commerce. The Department of Commerce and Related 
Agencies Appropriation Act, 1957 (reported to the Senate May 23, 
1956, S. Rept. 2039), includes a provision that the vessel operations 
revolving fund shall be available for activation, repair, and deactiva- 
tion of merchant ships chartered for limited emergency purposes dur- 
ing the fiscal year 1957 under the jurisdiction of the Secretary of Com- 
merce. 

The restriction on the availability of the vessel operations revolving 
fund to expenses for activation, repair, and deactivation of merchant 
ships “chartered for limited emergency purposes during the fiscal 
year 1957” was inserted therein by amendment offered on the floor 
of the House during the debate on H. R. 10899, the 1957 Commerce 
Appropriations Act. Your committee understands that the purpose 
of this amendment was to preclude the Maritime Administration from 
using the vessel operations revolving fund in connection with the 
activation, repair, and deactivation of ships for charter until appro- 
priate authorizing legislation therefor was sent to the Congress and an 
opportunity had for full hearings thereon. The amendment to the 
appropriations bill, which was offered by the chairman of your com- 
mittee, recognized the necessity of permitting exceptions on the use of 
the revolving fund in the case of real emergency situations, pending 
receipt and enactment of more general authorizing legislation. It is 
the understanding of your committee that this bill, House Joint Reso- 
lution 613, provides the appropriate permanent authority for the use 
of the vessel operations revolving fund for expenses in connection with 
the vessels chartered under the jurisdiction of the Secretary of Com- 
merce, and therefore, supersedes the restrictive provisions contained 
in the 1957 Commerce Appropriations Act (Public Law 604, 84th 
Cong., 2d sess., approved June 20, 1956). 

In hearings on this bill, the Maritime Administrator testified that 
the Maritime Administration had received or expected to receive 
requests for the breakout of over 100 ships from the reserve fleet to 
be operated under charter for general agency agreement, These re- 
quests included applications for Victory and Liberty ships, vessels of 
the medium-size Cn1-MAV-1 class and T-2 tankers. The applicants 


range from intercoastal operators to subsidized operators seeking ves- 
sels to implement their regular services, liner and tramp shipping com- 
panies seeking vessels to carry coal to France, the International Co- 
operation Administration, and the Military Sea Transportation Serv- 
ice. Most of the private applications for use of the vessels for 
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1 year, although one operator is understood to be seeking a 6-month 
charter. None of the applications are understood to be tied in with 
an agreement by an operator to construct new ships. Rather, they 
are intended to acquire vessels during the current period of worldwide 
shortage of shipping space. 

The basic chartering powers of the Department of Commerce, 
Maritime Administration, and the Federal Maritime Board are au- 
thorized by section 7 of the Merchant Marine Act of 1920, title VII 
of the Merchant Marine Act of 1936, and section 5 of the Merchant 
Ship Sales Act of 1946. While these powers are not dependent on 
the existence of emergency or defense requirements, they can be 
exercised only subject to findings and determinations as to the neces- 
sity for and essentiality of the employment of Government-owned 
vessels to meet needs not being met by existing United States-flag lines 
and ships privately owned and operated by citizens of the United 
States. For example, under the 1950 amendments to the Merchant 
Ship Sales Act of 1946 (pursuant to which most of the current appli- 
cations are pending), Congress provided that Government war-built 
vessels may be chartered for bareboat use in any service which, as 
certified to the Secretary of Commerce by the Federal Maritime Board 
after opportunity for public hearing, (1) is required in the public 
interest, (2) is not adequately served, and (3) for which privately 
owned American-flag vessels are not available for charter by private 
operatots on reasonable conditions and at reasonable rates for use 
of such service. The Secretary of Commerce may include in the 
charters such conditions as the Board determines to be necessary or 
pitt raha to protect the public interest and to protect privately 
owned vessels against competition from Government-owned ships. 

Although this bill does not in any way enlarge upon or modify 
existing charter authority, your committee was concerned about two 
corollary results that might ensue from its enactment. 

First, it is understood that the cost of breaking out and repairing 
of ships in the reserve fleet to ready them for operation averages from 
$150,000 to $200,000 or more per ship. At such costs, it is obvious 
that charters made at the minimum rates authorized by law could 
result in substantial net cost to the Government, unless the terms 
are long enough to permit recoupment of breakout, repair, and 
deactivation expenses. The Maritime Administrator assured the 
committee that charters made for private operation during periods 
of peak demands and high charter rates would be made so the Gov- 
ernment would pick up all or more of the breakout and lay-up ex- 
penses, if it could possibly do so. He further stated, however, that 
if the public necessity required breaking out of vessels, that the 
eae of whether a venture were profitable or unprofitable to the 
jovernment was not involved. 

Secondly, the committee sought assurance that the Maritime 
Administration would scrutinize all applications or requests for the 
breakout of ships for operation under charter or general agency with 
& view to keeping the competition of Government vessels with pri- 
vately owned and operated vessels at a reasonable minimum. The 
Maritime Administrator stated that his basic charter authority con- 
tained the necessary safeguards and that every application would be 
examined with regard to the impact of Government-owned vessels on 
privately owned shipping operations, 
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In view of the greater and very desirable flexibility which this bill 
would afford and the fact that it does not enlarge existing substantive 
charter authority it is hereby reported unanimously by your com- 
mittee. 

The report of the Secretary of Commerce is as follows: 


Tue SecrETARY OF COMMERCE, 
Washington, June 20, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Duar Mr. Bonner: This letter is in reply to your requests for the 
views of this Department with respect to H. R. 10987, a bill to amend 
the Merchant Ship Sales Act of 1946 to permit the use of vessel re- 
volving funds for vessel activation and deactivation; and House Joint 
Resolution 613, a joint resolution to authorize the vessel operations 
revolving fund of the Department of Commerce to be used for expenses 
in connection with the chartering of merchant ships under jurisdiction 
of the Secretary of Commerce. 

H. R. 10987 would amend section 5 (e) (1) of the Merchant Ship 
Sales Act of 1946, as amended. This section authorizes the bareboat 
charter by the Secretary of Commerce of war-built dry cargo vessels, 
after hearing by the Federal Maritime Board, for use in service re- 
quired in the public interest and not adequately served, and for which 
privately owned American-flag vessels are not available for charter 
by private operators on reasonable conditions and at reasonable rates 
for such service. The bill would amend the section to provide that 
the vessel operations revolving fund (created by the Third Supple- 
mental Appropriation Act, 1951) shall be aveilable for activation, re- 
pair, and deactivation of merchant ships chartered under the jurisdic- 
tion of the Secretary of Commerce. 

House Joint Resolution 613 would provide that the vessel opera- 
tions revolving fund shall be available beginning July 1, 1956, for 
expenses incurred in connection with the activation, repair, and 
deactivation of merchant ships chartered under the jurisdiction of the 
Secretary of Commerce. In addition, it provides that there be 
credited to such fund all receipts on account of operations after July 1, 
1956, under charter of Government-owned ships under the jurisdic- 
tion of the Secretary of Commerce. 

The vessel operations revolving fund was created by the Third 
Supplemental Appropriation Act, 1951, approved June 2, 1951 (Public 
Law 45, 82d Cong.; 65 Stat. 52 at 59). In that act there was appro- 
priated $20 million for working capital for a revolving fund which was 
created for carrying out vessel operating functions of the Secretary 
of Commerce, including charter, operation, maintenance, repair, 
reconditioning, and betterment of merchant vessels under the juris- 
diction of the Secretary of Commerce. All receipts from vessel 
operating activities conducted under said fund were directed to be 
credited to the fund. The Second Supplemental Appropriation Act, 

1956 (Public Law 533, approved May 19, 1956), contains a provision 
authorizing the use of the vessel operations revolving fund for activa- 
tion, repair, and deactivation of merchant ships chartered under the 
jurisdiction of the Secretary of Commerce. It does not contain any 
provision relating to deposit of receipts from such charter into the 
fund. The Department of Commerce and Related Agencies Appro- 
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priation Act, 1957, reported to the Senate May 23, 1956 (S. Rept. 
2039), includes a provision that the vessel operations revolving fund 
shall be available for activation, repair, and tivation of merchant 
ships chartered for limited emergency purposes during the fiscal year 
1957 under the jurisdiction of the Secretary of Commerce. 

The provisions in H. R. 10987 and House Joint Resolution 613 are 
permanent in character and House Joint Resolution 613 specifically 
provides that receipts from the chartering of merchant ships by the 
Secretary of Commerce shall be credited to the revolving fund. 

In recent months the demand for tonnage to move foreign and 
domestic commerce of the United States, including cargoes under 
various governmental agency programs, has caused such an increase 
in rates that offers received from private owners for the use of their 
vessels are now deemed to be in excess of fair and reasonable rates. 
Early in April a meeting of representatives of various agencies of the 
United States with reprsentatives of the Maritime Administration 
was held. Representatives of principal shipping agencies, including 
the Department of Agriculture, the International Cooperation 
Administration, General Services Administration, and Military Sea 
Transportation Service, emphasized the difficulties encountered in 
obtaining United States-flag ships at fair and reasonable rates, and 
further reported that foreign-flag operators were offering ships at 
greatly increased rates at times in excess of rates deemed by the 
Maritime Administration and Government agencies to be fair and 
reasonable for United States ships. 

Applications for charter of Government ships have been received 
from private companies. One application has been for use in the 
intercoastal trade and another has been for use in the operator’s 
regular liner service. It appears that the need for the latter is in part 
necessitated by shortage of space for movement of surplus agriculture 
commodities, such as cotton, grain, and grain products. 

It appears that most of the Government shipping agencies cannot 
program shipments over periods long enough to warrant employment 
for sufficient time to amortize the cost of breakout and reconditioning 
of vessels in addition to the cost of operation. In view of the present 
market conditions and their impact on the movement of Government- 
sponsored cargoes as well as on the ocean transportation of foreign 
and domestic commerce of the United States, the Maritime Admini- 
stration, Department of Commerce, should have available for its use 
the vessel operations revolving fund in order to pay expenses incurred 
in the breakout, reconditioning, and layup of Government vessels for 
charter to private operators. 

Government-sponsored programs, such as International Cooperation 
Administration and the Agriculture Department, require tonnage in 
excess of United States-flag privately owned shipping available. 
Freight rates have increased markedly and it is believed that the 
orderly release of Government ships under bareboat charter would 
serve to stabililize the market and at the same time have less adverse 
effect on private owners than a Government general agency operation. 
It is believed that more direct control over shipping services and 
cargoes which would exist under general agency operation is not 
necessary under existing circumstances. It is believed that the 
breakout of limited numbers of Government vessels for operation 
under private charter will have a monetary advantage to the Govern- 
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ment, in that the receipts from charter hire would be credited against 
the cost of the breakout and layup of vessels. Government financing 
of the breakout is necessary since not all desirable programs ere large 
enough to finance the breakout and reconditioning by amortization 
in connection with the charters. 

The use of the fund, as prepeeed, will secure better performance 
of the chartering authority under section 5 (e) (1) of the Merchant 
Ship Sales Act of 1946, as amended. If applicants for charter are 
required to assume breakout, reconditioning, and layup costs, in 
addition to the prescribed statutory rate, it is believed that the 
Administration will be prevented from chartering vessels in circum- 
stances which meet the purpose of section 5 (e) (1). That section 
authorizes chartering to meet necessity for services where private 
vessels are not available at reasonable rates. If the applicants for 
charter assumed the breakout costs in addition to the statutory rate, 
the freight rate would necessarily be raised to a point regarded as 
unfair and unreasonable. 

It is our view that House Joint Resolution 613 is preferable to the 
H. R. 10987, particularly because it provides that chartering receipts 
shall be credited to the revolving fund, which is in accord with the 
original concept of the fund. 

his Department, therefore, recommends enactment of House Joint 
Resolution 613. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your 
committee. 

Sincerely yours, 
(Signed) Srncirarr Werks, 
Secretary of Commerce, 
There are no changes in existing law. 
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Mr. Boggs, from the committee of conference, submitted the following 


CONFERENCE REPORT 
[To accompany H. R. 11619] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 11619) to 
amend the Internal Revenue Code of 1954 and the Narcotic Drugs 
Import and Export Act to provide for a more effective control of 
narcotic drugs and marihuana, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act may be cited as the ‘“‘Narcotic 
Control Act of 1956”’. 


TITLE I—AMENDMENTS TO THE 1954 CODE, THE NAR- 
COTIC DRUGS IMPORT AND EXPORT ACT, ETC. 


SEC. 101. UNLAWFUL ACQUISITION, ETC., OF MARIHUANA. 
Subsection (a) of section 4744 of the Internal Revenue Code of 1954 
(unlawful acquisition of marihuana) is amended to read as follows: 
“(a) Persons 1n Generat.—It shall be unlawful for any person who 
‘ : transferee required to pay the transfer tax imposed by section 4741 
a — 
“(1) to acquire or otherwise obtain any marihuana without 
having paid such taz, or 
“(2) to transport or conceal, or in any manner facilitate the 
arene or concealment of, any marihuana so acquired or 
ined, 
Proof that any person shall have had in his possession any marthuana 
and shall have failed, after reasonable notice and demand by the Secre- 
#” 
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cary or his delegate, to produce the order form required by section 4742 
to be retained by him shall be presumptive evidence of guilt under this 
subsection and of liability for the tax imposed by section 4741 (a).” 
SEC. 102. UNLAWFUL TRANSPORTATION OF MARIHUANA, 


Subsection (6) of section 4755 of the Internal Revenue Code of 1954 
(unlawful transportation of marihuana) is amended to read as follows: 

“(b) Transportation—Except as otherwise provided in this subsec- 
tion, it shall be unlawful for any person to send, ship, carry, transport, 
or deliver any marthuana within any Territory, the District of Columbia, 
or any insular possession of the United States, or from any State, Terri- 
tory, the District of Columbia, or any insular possession of the United 
States into any other State, Territory, the District of Columbia, or 
insular possession of the United States. Nothing contained in this 
subsection shall apply— 

“(1) to any person who shall have registered and paid the special 
tax. as required by sections 4751 to 4753, inclusive; 

“*(2) to any common carrier engaged in transporting marihuana; 

(3) to any employee acting within the scope of his employment 
for any person who shall have registered and paid the special tax as 
required by sections 4751 to 4753, inclusive, or to any contract 
carrier or other agent acting within the scope of his agency for such 
registered person; 

““(4) to any person who shall deliver marihuana which has been 
prescribed or dispensed by a physician, dentist, veterinary surgeon, 
or other practitioner repieteney under section 4753 and employed to 
prescribe for the particular patient receiving such marihuana; 

(5) to any person carrying marihuana which has been obtained 
by the person from a registered dealer in pursuance of a written pre- 
scription referred to in section 4742 (b) (2), issued for legitimate 
medical uses by a physician, dentist, veterinary surgeon, or other 
practitioner registered under section 4758, if the bottle or other con- 
tainer in which such marihuana is carried bears the name and 
registry number of the druggist, serial number of prescription, 
name and address of the patient, and name, address, and registry 
number of the person issuing such prescription; 

“(6) to any person carrying marihuana which has been obtained 
by the person as a patient from a registered physician, dentist, or 
other practitioner in the course of his professional practice if such 
marihuana is dispensed to the patient for legitimate medical pur- 

oses; or 
. ““(7) to any United States, State, county, municipal, District, 
Territorial, or insular officer or official acting within the scope of his 
oficial duties.” 

SEC. 103. VIOLATIONS OF NARCOTIC DRUG AND MARIHUANA 
LAWS. 

Section 7237 of the Internal Revenue Code of 1954 (violations of laws 

relating to narcotic drugs and marihuana) is amended to read as follows: 


“SEC. 7237. VIOLATION OF LAWS RELATING TO NARCOTIC DRUGS 
AND TO MARIHUANA, 


““(a) Wuere No Speciric Penatty Is Ornerwise Provipev.— 


Whoever commits an offense, or oh oi to commit an offense, described 
in part I or part II of subchapter A of chapter 39 for which no specific 


penalty is otherwise provided, shall be unprisoned not less than 2 or more 
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than 10 years and, in addition, may be fined not more than $20,000., For 
as offense, the offender shall be wmprisoned not less than 5 or more 
than 20 years and, wm addition, may be fined not more than $20,000. 
For a third or subsequent offense, the offe shall be imprisoned not less 
than 10 or more than 40 years and, wm addition, may be fined not more 
than $20,000. 

“(b) Sate on Orner Transrer Wirnour Written Orver.—Who- 
ever commits an offense, or conspires to commit an offense, described in 
section 4705 (a) or section 4742 (a) shall be imprisoned not less than 5 
or more than 20 years and, in addition, may be fined not more than 
$20,000. For a second or subsequent offense, the offender shall be im- 
prisoned not less than 10 or more than 40 years and, in addition, may 
be fined not more than $20,000. If the dead attained the age of 18 
before the offense and— 

(1) the offense consisted of the sale, barter, exchange, giving 
away, or transfer of any narcotic drug or marihuana to a person 
who had not attained the age of 18 at the time of such offense, or 

(2) the offense consisted of a conspiracy to commit an offense 
described in paragraph (1), 

the offender shall be soppaenel not less than 10 or more than 40 years 
and, in addition, may be fined not more than $20,000. 

““(¢) Convicrion or Seconp or SusseQquent OFFENSE.— 

(1) Prior orrenses counred,—For purposes of subsections 
(a), (b), and (d) of this section, subsections (c) and (h) of section 2 
of the Narcotic Drugs Import and Export Act, as amended (21 
U.S. C., see, 174), and the Act of July 11, 1941, as amended (21 
U. S. C., sec. 184a), an offender shall be considered a second or 
subsequent offender, as the case may be, if he previously has been 
convicted of any offense the penalty for which was provided in 
subsection (a) or (b) of this section or in— 

“‘(A) subsection (c), (h), or (i) of section 2 of the Narcotic 
Drugs Import and Export Act (21 U.S. C., sec. 174); 

““(B) the Act of July 11, 1941 (21 U.S. C., sec. 184a); 

iho} section 9 of the Act of December 17, 1914 (88 Stat. 

89); 

“(D) section 1 of the Act of May 26, 1922 (42 Stat. 596): 

“(E) section 12 of the Marihuana Tax Act of 1937 (60 


Stat. 556); or 
“CF) section 2557 (6) (1) or 2596 of the Internal Revenue 

Code of 1939. 
For purposes of determining prior offenses under the preceding 


sentence, a reference to any subsection, section, or Act providing a 
penalty for an offense shall be considered as a reference to such 
subsection, section, or Act as in effect (as originally enacted or as 
amended, as the case may be) with respect to the offense for which 
the offender previously has been convicted. 

“(2) Procepure.—After conviction (but before pronouncement 
of sentence) of any offense the penalty for which is provided in 
subsection (a) or (b) of this section, subsection (c) or (h) of section 2 
of the Narcotic Drugs Import and Export Act, as amended, or such 
Act of July 11, 1941, as amended, the court shall be advised by the 
United States attorney whether the conviction is the offender’s first 
or a subsequent offense. If it is not a first offense, the United 
States attorney shall file an information setting forth the prior 
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convictions. The offender shall have the LC oeporeny in open court 
to affirm or deny that he is identical wi ey ee previously 
convicted. If he denies the identity, sentence shall be postponed 
for such time as to permit a trial before a jury on the sole issue of 
the offender’s identity with the person previously convicted. If the 
offender is found by the jury to be the person previously convicted, 
or it he edges that he is such person, he shall be sentenceu 
as prescribed in subsection (a) or (b) of thts section, subsection (c) 
or (h) of such section 2, or such Act of July 11, 1941, as amended, 
as the case may be. 

““(d) No Suspension or Senrence; No Progarion; Erc.—Upon 
conviction-— 

““(1) of any offense the penalty for which is provided in sub- 
section (6) of this section, subsection (c), (A), or (i) of section 2 of 
the Narcotic Drugs Import and Export Act, as amended, or such 
Act of July 11, 1941, as amended, or 

““(2) of any offense the penalty for which is provided in subsection 
(a) of thas section, if it is the offender’s second or subsequent 

the imposition or execution of sentence shall not be sus led, probaiion 
shall not be granted, section 4202 of title 18 of the United States Code 
shall not apply, and the Act of July 15, 1982 (47 Stat. 696; D. C. Code 
24-201 and following), as amended, shall not apply. 

“(e) Untawrot Discroscre or Inrormarion on Rerurns anv 
Orver Forms.—Any person who shall disclose the information con- 
tained in the statements or returns required under section 4732 (b) or 
4754 (a), in the duplicate order forms required under section 4705 (e), 
or in the order forms or copies thereof referred to in section 4742 (d), 
except— 

(1) as expressly provided in section 4778, 

““(2) for the purpose of enforcing any law of the United States 
relating to narcotic drugs or marihuana, or 

(3) for the purpose of enforcing any law of any State or Terri- 
tory or the District of Columbia, or any insular possession of the 
United States, or ordinance of any organized municipality therein, 
regulating the sale, prescribing, dispensing, dealing in, or distribu- 
tion of narcotic drugs or marihuana, 

“—_ fined not more than $2,000 or imprisoned not more than 5 years 
or both.” 


SEC. 104. ADDITIONAL AUTHORITY FOR BUREAU OF NARCOTICS 
AND BUREAU OF CUSTOMS. 


(a) In Generat.—Subchapter A of chapter 78 of the Internal 
Revenue Code of 1954 (discovery of liability and enforcement of title) is 
amended by renumbering section 7607 as section 7608 and by inserting 
after section 7606 the following new section: 


“SEC. 7607. ADDITIONAL AUTHORITY FOR BUREAU OF NARCOTICS 
AND BUREAU OF CUSTOMS. 


“The Commissioner, D Commissioner, Assistant to the Com- 
missioner, and agents, of t ureau of Narcotics of the Department of 
the Treasury, and officers of the customs (as defined in section 401 (() 
of the Tariff Act of 1980, as amended; 19 U.S. C., sec. 1401 (t)), may— 

(1) carry firearms, execute and serve search warrants and arrest 
warrants, and serve subpenas and summonses issued under the 
authority of the United States, and 
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“(2) make arrests without warrant for violations of any law 
of the United States relating to narcotic drugs (as defined in section 
4781) or marihuana (as defined in section 4761) where the viola- 
tion is committed in the presence of the person making the arrest 
or where such person has reas grounds to believe that the 
person to be arrested has committed or is committing such violation.” 

(b) AmenpmenT or Tasre or Secrions.—The table of sections for 
subchapter A of chapter 78 is amended by striking out 


“Sec. 7607. Cross references.” 
and inserting in lieu thereof 
“Sec. 7607, Additional authority for Bureau of Narcotics and Bureau of 


ustoms. 
“Sec. 7608. Cross references.” 

SEC. 105. IMPORTATION, ETC., OF NARCOTIC DRUGS. 

Section 2 (c) of the Narcotic Drugs Import and Export Act, as amended 
(U.S. C., title 21, sec. 174), is cadet in read as follows: 

“(e) Whoever fraudulently or knowingly imports or brings any narcotic 
drug into the United States or any territory under its control or jurisdic- 
tion, contrary to law, or receives, conceals, buys, sells, or in any manner 


facilitates the transportation, concealment, or sale of any such narcotic 


drug after being imported or brought in, knowing the same to have been 
imported or brought into the United States contrary to law, or conspires 
to commit any of such acts in violation of the laws of the United States, 
shall be imprisoned not less than five or more than twenty years and, in 
addition, may be fined not more than $20,000. For a second or subse- 
quent offense (as determined under section 7237 (c) of the Internal Revenue 
Code of 1954), ro page shall be imprisoned not less than ten or more 
than forty years and, in addition, may be fined not more than $20,000. 

“Whenever on trial for a violation of this subsection the defendant is 
shown to have or to have had possession of the narcotic drug, such posses- 
sion shall be deemed sufficient evidence to authorize conviction unless the 
defendant explains the possession to the satisfaction of the jury. 

“For provision relating to sentencing, probation, etc., see section 7237 
(d) of the Internal Revenue Code of 1954.” 

SEC. 106. SMUGGLING OF MARIHUANA. 

Section 2 of the Narcotic Drugs Import and Export Act, as amended, 
is amended by poe at the end thereof the following: 

“(h) Notunthstanding any other provision of law, whoever, gai 
with intent to defraud the United States, imports or bri into 
United States marihuana contrary to law, or smuggles or clandestinely 
introduces into the United States marihuana which should have been 
unvoiced, or receives, conceals, buys, sells, or in any manner facilitates 
the transportation, concealment, or sale of such marihuana after being 
imported or brought in, knowing the same to have been imported or brought 
into the United States contrary to law, or whoever conspires to do any 
of the foregoing acts, shall be imprisoned not less than five or more than 
twenty years and, in addition, may be fined not more than $20,000. 
For a second or reeenees lente (as determined under section 7287 (c) 
of the Internal Revenue Code of 1954), the offender shall be imprisoned 


or not less than ten or more than forty years and, in addition, may be 

Sined not more than $20,000. 
“Whenever on trial wrt violation of this subsection, the defendant is 
had the marihuana in his possession, such 


shown to have or to 
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possession shall be deemed sufficient evidence to authorize conviction 
unless the defendant explains his possession to the satisfaction of the 


jury 


“As used in this subsection, the term ‘marihuana’ has the meaning 

given to such term by section 4761 of the Internal Revenue Code of 1954. 
‘‘For provision relating to sentencing, probation, etc., see section 7237 

(d) of the Internal Revenue Code of 1954.” 

SEC. 107. SALE OF HEROIN TO JUVENILES—-PENALTIES 

Section 2 of the Narcotic Drugs Import and Export Act, as amended, 
is further amended by adding at the end thereof the following: 

“(i) Notwithstanding any other provision of law, whoever, having 
attained the age of eighteen years, knowingly sells, gives away, furnishes, 
or dispenses, facilitates the sale, giving, furnishing, or dispensing, or 
conspires to sell, give away, furnish, or dispense, any heroin unlawfully 
imported or otherwise brought into the United States, to any person who 
has not attained the age of eighteen years, may be fined not more than 
$20,000, and shall be imprisoned for fe, or for not less than ten years, 
sy that the offender shall suffer death if the jury in its discretion shall 
so direct. 

“Whenever on trial for a violation of this subsection the defendant is 
shown to have had heroin in his possession, such possession shall be suffi- 
cient proof that the heroin was unlawfully imported or otherwise brought 
into the United States unless the defendant explains his possession to the 
satisfaction of the jury. 

“For the purposes of this subsection, the term ‘heroin’ means any 
substance identified chemically as teen pond preg or any salt thereof. 
For provision relating to sentencing, probation, etc., see section 7237 (d) 
of the Internal Revenue Code of 1954.” 

SEC. 108. UNLAWFUL POSSESSION OF NARCOTIC DRUGS AND 
MARIHUANA ON VESSELS. 

(a) In Generat.—Subsection (a) of the first section of the Act of July 
11, 1941 (21 U.S. C., see. 184a), is amended by striking out ‘‘fined not 
more than $5,000 or be imprisoned for not more than five years, or both,” 
and inserting in lieu thereof “imprisoned not less than five or more than 
twenty years and, in addition, may be fined not more than $20,000. 
For a second or subsequent offense (as determined under section 7237 
(ce) of the Internal Revenue Code of 1954), the offender shall be imprisoned 
not less than ten or more than forty years and, in addition, may be fined 
not more than $20,000. For provision relating to sentencing, proba- 
tion, etc., see section 7237 (d) of the Internal Revenwe Code of 1954.” 

(b) Correction or Rererence.—Subsection (b) of such section is 
amended by striking out “chapter 23 of the Internal Revenue Code, as 
amended,” and inserting in lieu thereof ‘subchapter A of chapter 39 of 
the Internal Revenue Code of 1954,”’. 

SEC. 109. TERRITORIAL EXTENT OF LAW. 


Section 4774 of the Internal Revenue Code of 1954 (territorial eatent of 
certain laws relating to narcotic drugs and marihuana) is amended by 
adding at the end thereof the following: “On and after the effective date o 
the Narcotic Control Act of 1956, the provisions referred to in the preced- 
ing sentence shall not apply to the Commonwealth of Puerto Rico unless 
the Legislative Assembly of the Commonwealth of Puerto Rico expressly 
consents thereto in the manner prescribed in the constitution of the Com- 
monwealth of Puerto Rico for the enactment of a law.’’. 
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TITLE II—AMENDMENTS TO TITLE 18 OF THE UNITED 
STATES CODE 


SEC. 201. ADDITION OF NEW CHAPTER—NARCOTICS. 


Part I of title 18 of the United States Code is amended by inserting 
after chapter 67 the following new chapter: 


" “Cuaprer 68—Naxcorics 
iy ee. 

“1401. Definitions. 

“1402. Surrender of heroin—procedure. 

“1403. Use of communications facilities—penalties. 
“1404. Motion to suppress—appeal by the United States. 
“1405. Issuance of search warrants—procedure. 

“1406. Immunity of witnesses. 

“1407. Border crossings—narcotic addicts and violators. 
“§ 1401. Definitions 

“As used in this gn 

“The term ‘heroin’ shall mean any substance identified chemically as 
diacetylmorphine or any salt thereof. 

“The term ‘United States’ shall include the District of Columbia, the 
Territory of Alaska, the Territory of Hawaii, the Commonwealth of 
Puerto Rico, the insular possessions of the United States, the Trust 
Territory of the Pacific, and the Canal Zone. 


“$1402. Surrender of heroin—procedure 


“Any heroin lawfully possessed prior to the effective date of this Act 
shall be surrendered to the Secretary of the Treasury, or his designated 
representative, within one hundred and twenty days after the effective date 
of the Act, and each person making such surrender shall be fairly and 
justly compensated therefor. The Secretary of the Treasury, or his 
designated representative, shall formulate regulations for such procedure. 
All quantities of heroin not surrendered in accordance with this section 
and the regulations promulgated thereunder by the Secretary of the 
Treasury, or his designated representative, shall by him be declared contra- 
band, seized, and forfeited to the United States without compensation. 
All quantities of heroin received pursuant to the provisions of this section, 
or otherwise, shall be disposed of in the manner provided in section 4733 
of the InternalRevenue Code of 1954, except that no heroin shall be dis- 
tributed or used for other than scientific research purposes approved by 
the Secretary of the Treasury, or his designated representative. 

“§$ 1403. Use of communications facilities—penalties 

“(a) Whoever uses any communication facility in. committing or in 
causing or facilitating the commission of, or in attempting to commit, any 
act or acts constituting an offense or a conspiracy to commit an offense 
the penalty for which vs provided in— 

(1) subsection G) or (b) of section 7237 of the Internal Revenue 
Code of 1954, 
(2) subsection (c), (h), or (i) of section 2 of the Narcotic Drugs 
Import and Export Act, as amended (21 U.S. C. sec. 184a), or 
(3) the Act of July 11, 1941, as amended (21 U.S. C. sec. 184a), 
shall be imprisoned not less than two and not more than five years and, in 
addition, may be fined. not more than $5,000. Each separate use of a 
communication facility shall be a separate offense under this section. 
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“(b) For purposes of this section, the term ‘communication facility’ 
means any and all public and private instrumentalities used or useful 
in the transmission of writings, signs, signals, pictures, and sounds of 
all kinds by mail, telephone, wire, radio, or other means of communica- 
tion. 

“§ 1404. Motion to suppress—appeal by the United States 

“In addition to any other right to appeal, the United States shall have 
the right to appeal from an order granting a motion for the return of 
seized property and to suppress evidence made before the trial of a person 
charge iY a violation ope " I7 of eubcha diol 

(1) any provision of part I or part IT o pter Ao ter 
89 of the Internal Revenue Code of 1954 the for which is 
provided in subsection (a) or (6) of section 7237 of such Code, 
(2) subsection (c), (h), or (i) of section 2 of Narcotie Drugs 
Import and Export Act, as @ led (21 U.S. C., sec. 174), or 
**(8) the Act of July 11, 1941, as amended (21 U.S. C., sec. 184a). 
This section shall not apply with respect to any such motion unless the 
United States attorney s certify, to the judge granting such motion, 
that the appeal is not taken for purposes of delay. Any appeal under 
this section shall be taken within 30 days after the date the order was 
entered and shall be diligently prosecuted. 


““$ 1405. Issuance of search warrants—procedure 

“In any case involving a violation of any provision of part I or part II 
of subchapter A of chapter 39 of the Internal Revenue Code of 1954 the 
penalty for which is provided in subsection (a) or (6) of section 7237 
of such Code, a violation of subsection (c), (h), or (i) of section 2 of the 
Narcotic Drugs Import and ort Act, as amended (21 U. S. C., 
sec. 174), or a violation of the of July 11, 1941, as amended (21 
U. S. C., sec. 184a)— 

(1) a search warrant may be served at any time of the day or 
night if the judge or the United States Commissioner issuing the 
warrant is satisfied that there is probable cause to believe that the 
grounds for the application exist, and 

(2) a search warrant ay directed to any officer of the 
Metropolitan Police of the District of Columbia authorized to 
enforce or assist in enforcing a violation of any of such provisions. 

“§ 1406. Immunity of witnesses 

“Whenever in the judgment of a United States at the testimony 
of any witness, or the production of books, papers, or other evidence by 
any witness, in any case or proceeding before any grand jury or court 
of the United States involving any violation of— 

“(1) any provision of part I or part II of subchapter A of os oan 
89 of the Internal Revenue Code of 1954 the ty for which is 
provided in subsection (a) or (b) of section 7237 of such Code, 

(2) subsection (c), (h), or (2) of section 2 o Narcotie Drugs 
Import and Export Act, as a (21 U.S. C., sec. 174), or 
paady the Act of July 11, 1941, as amended (21 U.S. C., sec. 

4a), 

is neces to the ic interest, he, upon the approval of the Attorney 
General, e application to the court that the witness shall be 
instructed to testify or produce evidence subject to the provisions of this 
section, and upon order of the court such witness shall not be om 
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testifying or producing books, papers, or other evidence on the 

nd that the testimony or eoidenea narwarea of him may tend to incrim- 
inate him or subject him to a penalty or forfeiture. But no such witness 
shall be prosecuted or subjected to any penalty or forfeiture for or on 
account of any transaction, matter, or thing concerning which he is 
com , after having claimed his privilege against self-inerimination, 
to testify or produce evidence, nor shall testimony so compelled be used as 
evidence in any criminal proceeding (except Be etonves described in the 
next sentence) against him in any court. witness shall be exempt 
under this section from prosecution for perjury or tos genes committed 
while giving testimony or producing evidence under compulsion as 
provided in this section. 


“§ 1407. Border crossings—narcotic addicts and violators 
“(a) In order further to give effect to the obligations of the United 
pursuant to the Hague convention of 1912, proclaimed as a treaty 
on March 8, 1915 (88 Stat. 1912), and the limitation convention of 1981, 
proclaimed as a treaty on July 10, 1933 (48 Stat. 1571), and in order 
to facilitate more effective control of the international traffic in narcotic 
drugs, and to prevent the spread of drug addiction, no citizen of the United 
States who is addicted to or uses narcotic drugs, as defined in section 4731 
of nym Internal Revenue Code of 1954, as amended (except a person using 
such narcotic drugs as ar of sickness or accident or injury and to 
whom such narcotre drug is being furnished, prescribed, or administered in 
good faith by a duly licensed physician in attendance upon such person, in 
the course of his » bpp? practice) or who has been conrieted of a 
violation of any o of th narcotic or marthuana laws of the United States, 
or of any State thereof, the penalty for which is imprisonment for more 
than one year, shall depart from or enter into or attempt to depart from or 
enter into the United States, unless such person registers, under such 
rules and regulations as may be prescribed by the Secretary of the Treasury 
with a customs official, agent, or employee at a point of entry or a border 
custems station. Unless otherwise prohibited by law or Federal regula- 
tion such customs official, agent, or employee s issue a certificate to 
any such os departing from the United States: and such person shall, 
upon return to the United States, surrender such certificate to the 
customs o , agent, or employee present ai the port of entry or border 
customs station. 

“(b) Whoever violates a of the provisions of this section shall be 
punished for each such violation by a fine of not more than $1,000 or 
umprisonment for not less than one nor more than three years, or both.” 
SEC. 202. TECHNICAL AMENDMENT. 

The analysis of part 1 of title 18 of the United States Code, immediately 
preceding chapter 1 of title, is amended by adding 
“68. Narcotics” 
after 


“68. Military and Navy”. 
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TITLE III—AMENDMENTS TO IMMIGRATION AND 
NATIONALITY ACT, ETC. 


SEC, 301. oy +. neeaine i TO IMMIGRATION AND NATIONALITY 


(a) Section 212 (a) (23) of the Immigration and Nationality Act is 
amended to read as follows: 

(28) Any alien who has been convicted of a violation of, or a con- 
spiracy to violate, any law or regulation relating to the illicit possession of, 
or in narcotic drugs, or who has been convicted of a violation of, 
or a conspiracy to violate, any law or regulation governing or controlling 
the taxing, manufacture, production, compounding, transportation, 
sale, exchange, dispensing, giving away, importation, exportation, or the 
possession for the purpose of the manufacture, production, compounding, 
transportation, sale, exchange, dis ing, ging away, importation, or 
exportation of opium, coca leaves, in, marihuana, or any salt deriva- 
tive or preparation of opium or coca leaves, or isonipecaine or any 
addiction-forming or addiction-sustaining opiate: or any alien who the 
consular officer or immigration officers know or have reason to believe is 
or has been an illicit trafficker in any of the aforementioned a 

(b) Section 241 (a) (11) of such Act is amended to read as follows: 

(11) is, or hereafter at any time after entry has been, a narcotic 
drug addict, or who at any time has been convicted of a violation of, 
or a conspiracy to violate, any law or regulation relating to the illicit 
possession of or traffic in narcotic drugs, or who has been convicted 
of a violation of, or @ conspiracy to violate, any law or regulation 
governing or controlling the taxing, manufacture, production, com- 
pounding, transportation, sale, exchange, dis ing, giving away, 
amportation, exportation, or the possession for the purpose of 
pete Aerts prc tuction, compounding, transportation, sale, os 

nge, dispensing, giving away, importation, or exportation o 
opium, coca leaves, oin, marihuana, any salt iwative or 
preparation of opium or coca leaves or isonipecaine or any addiction- 
orming or addiction-sustaining opiate;’’. 

(c) Section 241 (6) of such Act is amended adding at the end 
thereof the following additional new sentence: “‘ provisions of this 
subsection shall not apply in the case of any alien who is charged with 
being deportable from United States under subsection (a) (11) of this 
section.”’ 

SEC. 302. AMENDMENT TO ACT OF JUNE 14, 1930. 

Section 8 of the Act entitled “‘An Act to create in the Treasury Depart- 
ment the Bureau of Narcotics, and for rend dt asad ig sheen June 14, 
ec. 8. ta) Teoaenaaarane ee ollows: Aa 

“Szc. 8. (a) Secretary 0 easury 8 cooperate with the 
several States in the suppression of the abuse of narcotic drugs in their 
respective jurisdictions, and to that end he is authorized (1) to cooperate 
in the drafting of such legislation as may be needed, if any, to effect the 
end named, (2) to arrange for the exchange of information concerning the 
use and abuse of narcotic drugs in said and for cooperation in the 
institution and prosecution of cases in the courts of the United States and 
before the licensing boards and courts of the several States, (8) to conduct 
narcotic training programs, as an integral part of narcotic law enforce- 
ment for the training of such local and State narcotic enforcement per- 
sonnel as may be arranged with the respective local and State agencies, 
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and (4) to maintain in the Bureau of Narcotics a ‘Division of Statistics 
and ’ to accept, catalog, file, and otherwise utilize narcotic informa- 
tion and statistics, including complete records on addicts and other 
narcotic law offenders which may be received from Federal, State, and 
local agencies, and make such information available for Federal, State, 
and local law enforcement purposes. Federal agencies of the United 
States may make available to the Bureau of Narcotics the names, identifi- 
ree and “~ met inent pe =o may be aka by 
the Secretary o , or his i representative, 0 
persons who are known by them to be drug addicts or convicted violators 
Mees of the narcotic laws of the United States, or any State thereof. 
missioner of Narcotics shall r and encourage all heads of 
mr and local agencies to make such information available to the Bureau 
of Narcotics. 
1 cases “nhac ers Teele hl tes 
(1 executive ; epartments o y, Navy, 
and the Air Force, (3) the independent establishments and agencies tn 
the executive branch, including corporations wholly owned by the United 
States, and (4) the municipal government of the District of Columbia. 
“The Secretary of the Treasury is hereby authorized to make such 
regulations as may be necessary to carry this section into effect.” 


IV—EFFECTIVE DATE; SEPARABILITY OF PROVISIONS 


SEC, 401. EFFECTIVE DATE. 


The amendments made by this Act shall take effect on the day following 
the date of enactment of this Act. 
SEC. 402, SEPARABILITY. 

If any provision of this Act, or the application thereof to any person 
or circumstances, is invalid, the remaining provisions of this Act, or 
the application of such provisions to other persons or circumstances, 
shall not be affected thereby. 

And the Senate agree to the same. 


That the House recede from its disagreement to the amendment 
of the Senate to the title of the bill, and agree to the same with an 
amendment, as follows: 

Amend the title so as to read: “An Act to amend the Internal 
Revenue Code of 1954 and the Narcotic Drugs Import and Export 
Act to provide for a more effective control of narcotic drugs and mari- 
huana, and for other related purposes.” 

And the Senate agree to the same. 


JERE CoopEr, 

W. D. Mutts, 

Hate Boaes, 

Joun W. Byrnes, 

Antoni N. Sapiak, 
Managers on the Part of the House. 

James QO. EastLanp, 

Joserx C. O’MaHoney, 

Price Danig., 

Herman WELKER, 

Joun W. BurTier, 
Managers on the Part of the Senate. 




















sieht bea gatps cee ys : 





STATEMENT OF MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference of the two 
Houses on the ee Pie, a ne of the two Houses on the amendments 
of the Senate to the bill (H. R. 11619) to amend the Internal Revenue 
Code of 1954 and the Narcotic Drugs Import and Export Act to pro- 
vide for a more effective contro. oT neaaena drugs and marihuana, 
and for other pur , submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

The Senate amendment to the text of the bill struck out all after 
the enacting clause of the bill as it passed the House and inserted in 
lieu thereof a new text. The House recedes and agrees to the Senate 
amendment to the text of the bill with an amendment containing a 
substitute for both the text of the bill as it passed the House and the 
text of the bill as it passed the Senate. Except for technical, clerical, 
and conforming changes, the text of the bill proposed under the ac- 
companying conference report is the same as the text of the bill as it 
passed the House, with changes set forth below: 


Tire I—AMENDMENTS TO THE 1954 Cops, THE Narcotic Drues 
Import AND Export Act, Etc. 


SECTION 101. UNLAWFUL ACQUISITION, ETC., OF MARIHUANA 


Section 2 of the House bill amended section 4744 (a) of the Internal 
Revenue Code of 1954 to make it unlawful to transport or conceal, or 
in any manner to facilitate the transportation or concealment of, any 
marihuana acquired or obtained without having paid the transfer tax 
imposed by section 4741 (a) of the 1954 Code. One effect of this 
amendment is to provide for venue not only in the jurisdiction in 
which acquisition of the marihuana occurred, but also in the jurisdic- 
tion in which possession was discovered. 

Section 203 of the Senate amendment made a similar amendment 
to section 4744 (a) of the Internal Revenue Code of 1954 to take care 
of the venue problem. 

Section 101 of the conference agreement contains the language of 
the House bill in this respect. 


SECTION 102. UNLAWFUL TRANSPORTATION OF MARIHUANA 


Section 4755 (b) of the Internal Revenue Code of 1954, in general, 
makes it unlawful for any person who has not complied with the tax- 
ing and registration requirements of sections 4751 to 4753, inclusive, 
of the 1954 Code to send, ship, carry, transport, or deliver =! mari- 
huana in interstate commerce, or within any Territory, the District 
of Columbia, or any insular ession of the United States. 

Section 3 of the House bill amended this provision so as to clarify 
the scope of the prohibition and to make the language conform more 
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closely to the provisions relating to the unlawful transportation of 
narcotic drugs (sec. 4724 (b) of the 1954 Code). The Senate amend- 
ment contained no comparable provision. The conference amend- 
ment follows the House bill in this respect and clarifies the scope of 
the prohibition against the transportation of marihuana. 


SECTION 103. VIOLATIONS OF NARCOTIC DRUG AND MARIHUANA LAWS 


Section 4 of the House bill amended the penalty provisions of the 
Internal Revenue Code of 1954 relating to narcotic drugs and mari- 
huana. The Senate amendment did not amend these penalty provi- 
sions. 

The conference agreement follows the House bill in this respect. 
Under the agreement the penalties provided for offenses (including 
conspiracies) relating to narcotic drugs and marihuana which are 
covered by the amended section 7237 (a) of the 1954 Code will be as 
follows: 

First offense: Imprisonment for not less than 2 nor more than 
10 years, and a discretionary fine of not more than $20,000. 
econd offense: Imprisonment for not less than 5 years nor 
more than 20 years, and a discretionary fine of not more than 
$20,000. 
Third or subsequent offense: Imprisonment for not less than 
10 years nor more than 40 years, and a discretionary fine of not 
more than $20,000. 
No probation, suspension of sentence, or parole is to be granted to a 
second or subsequent offender; and the indeterminate sentence law 
otherwise applicable in the case of offenses committed in the District 
of Columbia will not apply. 

In addition, the conference agreement retains the provision of the 
House bill which provides a specific penalty for sale offenses and 
conspiracies to commit sale offenses. For a first offense covered by 
this provision the penalty will be imprisonment for not less than 5 
nor more than 20 years and a discretionary fine of not more than 
$20,000. For a second or subsequent offense the fine limitation of 
not to exceed $20,000 will remain, but imprisonment will be for not 
less than 10 nor more than 40 years. If the offender at the time of 
an offense has attained the age of 18 and the offense consists of the 
sale, barter, exchange, giving away, or transfer of any narcotic drug 
or marihuana to a person under the age of 18, or consists of a con- 
spiracy to do such an act, the penalty will be imprisonment for not 
less than 10 nor more than 40 years and a discretionary fine of not 
more than $20,000. No probation, suspension of sentence, or parole 
is to be granted for any offense described in this paragraph; and the 
Distriet of Columbia indeterminate sentence law is made inapplicable. 

As will be explained below (in connection with sec. 107 of the 
conference agreement), the conference agreement contains in substance 
the provision of the Senate amendment which creates a specific offense 
of selling heroin to individuals under the age of 18 and provides the 
death penalty for such an offense if the jury in its discretion so directs. 

_The other changes in the narcotic drug and marihuana penalty pro- 
visions of section 7237 of the 1954 Code which were made by section 4 
of the House bill are contained in the conference agreement. For 
example, the conference agreement contains the provisions of the House 
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bill clarifying what constitutes a prior offense for purposes of determin- 
ing second and su uent offenses. The conference agreement, 
however, modifies the House language to insure that any conviction 
of the specific offense of selling heroin to juveniles provided by section 
107 of the conference agreement will be counted as a prior offense. 


SECTION 104. POWERS OF BUREAU OF NARCOTICS AND BUREAU OF 
CUSTOMS 


Section 6 of the House bill provided for the addition of a new 
section 7607 to the 1954 Code. Under this provision the personnel of 
the Bureau of Narcotics would be given express Federal statutory 
authority to carry firearms, execute and serve search warrants and 
arrest warrants, serve subpenas and summonses, and make arrests 
without warrants in certain situations. 

Under the Senate amendment, a new section 1408 would have been 
added to title 18 of the United States Code to grant the authority 
described in the preceding paragraph to the personnel of the Bureau 
of Narcotics and to the personnel of the Bureau of Customs. 

The conference agreement follows the substance of the Senate 
amendment in this respect and expressly grants the authority to both 
the personnel of the Bureau of Narcotics and to the officers of the 
customs (as defined in sec. 401 (1) of the Tariff Act of 1930). 


SECTION 105. IMPORTATION, ETC., OF NARCOTIC DRUGS 


Section 105 of the conference agreement is identical with section 7 
of the House bill. It amends section 2 (c) of the Narcotic Drugs 
Import and Export Act to increase the penalties for violating that 
act. The present first offense penalty is increased from a minimum 
of 2 years and a maximum of 5 years imprisonment to a minimum of 
5 years and a maximum of 20 years. In addition, under the conference 
agreement a second or subsequent offender would be subject to a mini- 
mum imprisonment of not less than 10 years and a maximum imprison- 
ment of not more than 40 years. A discretionary fine of not more than 
$20,000 can be imposed for the first or any subsequent offense. Under 
the conference agreement probation, suspension of sentence, and 
parole is not to be available to any offender; and the indeterminate 
sentence law for the District of Columbia is not to apply. 


SECTION 106. SMUGGLING OF MARIHUANA 


Section 106 of the conference agreement is identical with section 8 
of the House bill. It amends section 2 of the Narcotic Drugs Import 
and Export Act by inserting a new subsection (h) to make a specific 
offense of smuggling marihuana into the United States and to provide 
penalties therefor which are comparable to those described above (in 
connection with section 105 of the agreement). 


SECTION 107. SALE OF HEROIN TO JUVENILES—PENALTIES 


The Senate amendment added a new section 1403 to title 18 of the 
United States Code. This new section provided special penalties for 
selling or giving heroin to any person who has not attained the age of 
18 years. While the sale of heroin to juveniles was made a capital 
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offense, the death penalty was not mandatory but had to be specifi- 
cally directed by the jury. An alternative penalty was imprisonment 
for life or for a term of not less than 10 years. The Senate amendment 
also provided that a mandatory fine of not more than $10,000 was to 
be imposed. 

The House bill contained no special provision relating solely to the 
sale of heroin to juveniles. 

The conference agreement follows the substance of the Senate 
amendment in this respect. It amends section 2 of the Narcotic 
Drugs Import and Export Act by adding at the end thereof a new 
subsection (i). Under this new subsection, whoever knowingly sells 
or gives away any heroin unlawfully imported into the United States 
to a person who has not attained the age of 18 years, shall, if the 
offender has attained the age of 18 years at the time of the offense, 
be imprisoned for life, or for a lesser period of not less than 10 years; 
except that the offender shall suffer death if the jury in its discretion 
shall so direct. The new subsection (i) also provides for a discretion- 

penalty of not to exceed $20,000. 
“aa ne conference agreement, in the case of any offense described 
above, no probation, suspension of sentence, or parole is to be granted; 
and the indeterminate sentence law otherwise applicable in the case 
of offenses committed in the District of Columbia will not apply. 


SECTION 108. UNLAWFUL POSSESSION OF NARCOTIC DRUGS AND MARI- 
HUANA ON VESSELS 


This section is identical with section 9 of the House bill. It amends 
the act of July 11, 1941, to provide the same penalties for violating 
the first section of that act as will be in effect for violation of section 
2 (c) of the Narcotic Drugs Import and Export Act by reason of the 
amendment to such section 2 (c) made by section 105 of the conference 
agreement, 


SECTION 109. TERRITORIAL EXTENT OF LAW 


This section is identical with section 10 of the House bill. It 
clarifies, with respect to the Commonwealth of Puerto Rico, the 
territorial extent of the provisions referred to in section 4774 of the 
1954 Code. The provision is not inserted for the Lay 9 of granting 
a special exemption to the Commonwealth of Puerto Rico, but rather 
is intended to provide a method whereby the provisions specified in 
section 4774 of the 1954 Code will continue to apply in the Common- 
wealth of Puerto Rico pursuant to action of the Legislative Assembly 
of the Commonwealth of Puerto Rico which is consistent with the 
Commonwealth status which has been accorded to Puerto Rico. 


Trrte II—AMENDMENTs TO TITLE 18 oF THE UNiTEp States CopE 


SECTION 201. ADDITION OF NEW CHAPTER-——NARCOTICS 


Section 201 of the conference Sn adds a new chapter 68 
(relating to narcotics) to title 18 of the United States Code. 

(a) ion 1401—Definitions.—The first section of the new chapter 
68, section 1401, contains definitions of the term “heroin” and of the 
term “United States” for the purposes of the chapter. 
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(b) Section 1402—Surrender of heroin—procedure.—This section is 
similar to a provision contained in the Senate amendment. The 
House bill contained no comparable provision. 

Under the conference agreement, any heroin heretofore lawfully 
poseeeeet is to be surrendered within 120 days after the effective date 
of the act. 

(c) Section 1403—Use of communications facilities—penalties.—This 
section is similar to both the provisions of the House bill and the 
Senate amendment with respect to the use of communication facilities 
in connection with violations of Federal narcotic and marihuana laws. 
Section 4 of the House bill would have inserted a new subsection (e) 


’ in section 7237 of the 1954 Code for this purpose; while section 101 of 


the Senate amendment would have inserted a new section 1407 in title 
18 of the United States Code. 

Section 1403 of the conference agreement is similar to the Senate 
amendment in that these provisions relating to the use of communi- 
cations facilities are made a part of title 18. Under the conference 
agreement (as under the House bill) penalties are provided for any 
person who uses any communication facility in committing, or con- 
spiring or attempting to commit, any violation of specified provisions 
of Federal laws applicable to narcotic drugs (including heroin) and 
marihuana. The penalties for each such use are imprisonment for 
not less than 2 years and not more than 5 years, and a discretionary 
fine of not more than $5,000. 

(d) Section 1404—Motion to suppress—appeal by the United States.— 
The provisions of this section are similar to provisions contained in 
both the House bill (see sec. 5) and the Senate amendment (see sec. 
101). 

Section 1404 of the conference agreement is similar to the Senate 
amendment in that these provisions are made a part of title 18 of the 
United States Code. Under the conference agreement (as under the 
House bill) a statutory right of appeal is to be available to the United 
States, in cases involving a violation of specified Federal laws relating 
to narcotic drugs and marihuana, from an order of a court granting 
a defendant’s motion for the return of seized property and to suppress 
evidence. The section will not apply with respect. to any such motion 
unless the United States attorney certifies that the appeal is not taken 
for purposes of delay. 

(e) Section 1405—Issuance of search warrants—procedure.—The pro- 
visions of this section are similar to provisions contained in both the 
House bill (see sec. 6) and the Senate amendment (see sec. 101). 

Section 1405 of the conference agreement is similar to the Senate 
amendment in that these provisions relating to the issuance of search 
warrants are made a part of title 18 of the United States Code. Under 
the conference agreement (as under the House bill) the restrictions 
which now govern the issuance of night search warrants are liberalized 
in cases involving violations of specified Federal laws relating to 
narcotic drugs and marihuana so that a search warrant may be issued 


in any such case at any time of the day or night if the Judge or the 

United States Commissioner is satisfied that there is proba 

to believe that the grounds for the application exist. : 
(f) Section 1406—Immunity of witnesses —The provisions of this 

section are similar to the provisions which the House bill (see sec. 5) 

would have added as section 7494 (a) of the 1954 Code. The Senate 

amendment contained no comparable provisions, 
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Under the conference agreement, these provisions relating to the 
immunity of witnesses are to be inserted in title 18 of the United 
States Code as a new section 1406. Under the conference agreement 
(as under the House bill) there is provided a statutory method of 
granting immunity to a witness whose testimony is deemed necessary 
to the public interest by the United States attorney and the Attorney 
General, in any case involving a violation of specified Federal laws 
relating to narcotic drugs and marihuana. 

(g) Section 1407—Border crossings—narcotic addicts and violators. — 
Section 101 of the Senate amendment added a new section to title 18 
of the United States Code to require narcotic addicts, other users of 
illicit drugs, and convicted narcotic violators, to register and obtain a 
certificate at points of departure when leaving the United States, and 
to surrender the certificate upon reentry. Failure to comply was 
made punishable by a fine of not more than $1,000, by imprisonment 
for not less than 1 year and not more than 3 years, or by both. The 
House bill contained no comparable provision. 

The conference agreement contains the provisions of the Senate 
exon with respect to border crossings by narcotic addicts and 
violators. 


SECTION 202. TECHNICAL AMENDMENT 


This section of the conference agreement contains a technical amend- 
ment to the table of chapters for part I of title 18 to reflect the inclu- 
sion of the new chapter 68, relating to narcotics. 


TirLe LII—AMENDMENTS TO THE IMMIGRATION AND NATIONALITY 
Act, Erc. 


A 
SECTION 301. AMENDMENTS TO THE IMMIGRATION AND NATIONALITY 
ACT 


Section 201 of the Senate amendment amended three provisions of 
the Immigration and Nationality Act: 

(1) It amended section 212 (a) (23) of that act by including 
conspiracy to violate a narcotic law, and the illicit possession of 
narcotics, as additional grounds for excluding any alien from this 
country. 

(2) 1t amended section 241 (a) (11) of that act by including 
conspiracy to violate any narcotic law, and the illicit possession 
of narcotics, as additional grounds for deporting any alien. 

(3) It amended section 241 (b) of that act by including addi- 
tional language to state clearly that this provision does not permit 
judicial recommendation against deportation of an alien convicted 
of a narcotic offense.. Clarification of this provision has been 
made desirable by reason of the decisions in United States ex rel. 
De Luca vy. O’Rourke (213 F. 2d 759) and Ex Parte Robles-Rubio 
(119 F. Supp. 610). 

The House bill contained no amendments to the Immigration and 
Nationality Act. The provisions in the conference agreement amend- 
ing that act are in substance the same as the provisions contained in 
the Senate amendment. 
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SECTION 302. AMENDMENT TO ACT OF JUNE 14, 1930 


Section 202 of the Senate amendment amended section 8 of the 
act of June 14, 1930, relating to the creation of the Bureau of Narcotics. 
It created in the Bureau a new Division of Statistics and Records, 
which would accept, catalog, file, and use all types of narcotic informa- 
tion and statistics received from Federal, State, and local law-en- 
forcement agencies. This information would be made available for 
Federal, State, and local law-enforcement p . It also provided 
that all Federal agencies would be —_ 1 to make available to 
the Bureau of Narcotics the names and identifications of, and any 
other pertinent information relating to, all persons known to them to be 
narcotic addicts or convicted narcotic law violators. 

The House bill contained no comparable provision. 

The conference agreement contains the substance of the Senate 
amendment in this respect but modifies it so that the mandatory 
requirement that all Federal agencies must furnish the names and 
other pertinent information with respect to narcotic addicts and 
narcotic-law violators is changed to a permissive provision. 


Tirte [V—Errective Dare; SerpaRaBILity OF PRovISIONS 


SECTION 401. EFFECTIVE DATE 


This section is identical with section 11 of the House bill. It 
provides that the amendments made by the act are to take effect 
on the day following the date of its enactment. 


SECTION 402. SEPARABILITY, 


Section 204 of the Senate amendment contained a separability 
provision. The House bill contained no express separability pro- 
vision. ‘The conference agreement follows the Senate amendment in 
this respect. 

AMENDMENT TO THE TITLE 


Under the conference agreement, the legislation is to be entitled 
“An Act to amend the Internal Revenue Code of 1954 and the 
Narcotic Drugs Import and Export Act to provide for a more effective 
control of narcotic drugs and marihuana, and for other related 
purposes.” 

JERE Cooper, 

W. D. Mus, 

Hate Boaas, 

JoHn W. Byrnes, 

Antoni N. SapLaK 
Managers on the Part of the House. 
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TEMPORARY SUSPENSION OF DUTY ON ALUMINA 
IMPORTED FOR USE IN PRODUCING ALUMINUM 





Jone 29, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kine of California, from the Committee on Ways and Means, 
submitted the following 


REPORT 


(To accompany H. R. 10269) 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 10269) to amend the Tariff Act of 1930 to place metallurgical 
rade alumina on the free list, having cunalcet the same, report 
avorably thereon with amendments and recommend that the bill as 
amended do pass. 
The amendments are as follows: 
Strike out all after the enacting clause and insert in lieu thereof the 
following: 
That no duty shall be levied, collected, or payable under the Tariff Act of 1930, 
as amended, with respect to alumina, when imported for use in producing alumi- 
num, under such regulations as the Recreters of the Treasury shal! prescribe 
Sec. 2. This Act shall be effective as to alumina entered, or withdrawn from 


warehouse, for consumption during the two-year period beginning on the day 
following the date of the enactment of this Act. 


Amend the title so as to read: 
A bill to provide for the temporary suspension of the duty on certain alumina 


PURPOSE 


The purpose of H. R. 10269, as amended by your committee, is to 
suspend for 2 years the existing import duty on alumina under para- 
graph 6 of the Tariff Act of 1930, as amended, when such alumina is 
imported for use in producing aluminum. 


GENERAL STATEMENT 


The bulk of alumina consumed in the United States is used tor the 
production of alummum metal. For the period from 1952 through 
71006 
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1955 approximately 95 percent of all domestically produced alumina 
consumed was reduced to metal. The production of aluminum in- 
volves two main operations: the production of alumina from the crude 
ore—almost entirely bauxite—and the production of aluminum metal 
from alumina. A large part of the domestic production of aluminum 
in recent years has been derived from imported aluminum-bearing 
material and your committee is informed that this will continue to be 
the case in future years. The aluminum-bearing material has so far 
been imported almost entirely in the form of bauxite. 

Under present, law alumina is subject to duty under the provision 
for “refined bauxite” in paragraph 6 of the Tariff Act of 1930, as 
modified. Paragraph 6 originally provided for a rate of one-half 
cent per pound on refined bauxite. Pursuant to a concession granted 
in the General Agreement on Tariffs and Trade, effective January 1, 
1948, the rate was reduced to one-fourth cent per pound, which is 
the rate currently in effect. 

Your committee has been informed by the Director of the Office 
of Defense Mobilization that current domestic alumina productive 
capacity will not be adequate to satisfy the alumina requirements of 
primary aluminum defense expansions now underway and planned 
and that, therefore, the Office of Defense Mobilization would interpose 
no objection to the enactment of H. R. 10269 as amended by your 
committee. The Director of the Office of Defense Mobilization also 
informed your committee that if favorable action is taken with 
respect to H. R. 10269, the Office of Defense Mobilization will main- 
tain close surveillance of alumina imports to determine whether there 
is any threat to our mobilization base as a result of the suspension 
that would be provided in your committee’s bill. 

United States imports of alumina are small when compared with 
domestic production. In 1955, imports were one-tenth of 1 percent 
of domestic production. They amounted to 7,058,000 pounds (3,529 
short tons), valued at $321,000, and came principally from Canada. 
The 1955 imports were the largest. since 1943 when 27,713,000 pounds 
(13,807 short tons), valued at $1,108,000, were imported, most of 
which was duty-free for Government use. 

H, R. 10269, as introduced, would have transferred “ metallurgical 
grade alumina” from the dutiable list to the free list of the Tariff Act 
of 1930. Your committee in acting favorably on H. R. 10269 has 
adopted an amendment that would provide for a 2-year suspension of 
the duty on alumina when imported for use in producing aluminum 
under regulations to be prescribed by the Secretary of the Treasury. 

Your committee is unanimous in urging the enactment of H. R. 
10269, as amended. 


O 
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Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 9555] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 9555) to amend section 205 of the Flood Control Act of 1948 
to increase and make certain revisions in the general authorization 
for small flood-control projects, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
do pass. 

he amendment is as follows: : 

Strike all after the enacting clause and insert in lieu thereof the 

following: 
That section 205 of the Flood Control Act of 1948, as amended (33 U. 8S. C. 701s), 
is amended by striking out “$3,000,000” and inserting “$10,000,000’’, by striking 
out ‘‘and not within areas intended to be protected by projects so authorized,”’, 
and by striking out $150,000” and inserting ‘‘$400,000”, 


PURPOSE OF THE BILL 


The purpose of H. R. 9555, as amended, is to authorize the Secre- 
tary of the Army to allot not to exceed $10 million in any one fiscal 
year for construction of small flood-control projects not specificall 
‘authorized by law, when in the opinion of the Chief of Engineers suc 

work is warranted, 


BACKGROUND 


Section 205 of the Flood Control Act angesnet June 30, 1948, 
authorized the Secretary of the Army to allot $2 million for any 
1 fiscal year for construction of small flood-control projects not 
specifically authorized by Congress, and not within areas intended 
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to be protected by projects so authorized, when in the opinion of the 
Chief of Engineers such work is advisable, subject to the provisions 
that (1) not more than $100,000 shall be allotted for this Fe gn at 
any single locality from the appropriations for any 1 fiscal year, 
(2) the provisions of local cooperation specified in section 3 of the 
Flood Control Act of 1936, as amended, shall apply, and (3) the work 
shall be complete in itself and not commit the United States to any 
additional improvement to insure its successful operation. 

Section 212 of the Flood Control Act approved May 17, 1950, 
amended section 205 of the Flood Control Act of 1948, by providing 
for an increase in allotments for any 1 fiscal year to a maximum of 
$3 million, and an increase in the allotment for any single project to 
$150,000. 

H. R. 9555 would increase these limitations to adjust for the in- 
creased price level since 1950 and to provide some flexibility for future 
fluctuations in prices. The individual project limitation would be 
increased from $150,000 to $400,000 and the annual appropriation 
limitation from $3 million to $10 million. 


GENERAL STATEMENT 


Several bills were before the committee to raise by varying amounts 
the project limitation and annual appropriation limitation on small 
flood-control projects. The Department of the Army indicated no 
objection to enactment of such legislation, and suggested that increases 
in individual project limitation from $150,000 to $250,000 and in 
annual appropriation limitation from $3 million to $5 million would 
be warranted. Sponsors of the various bills testified that there is 
an urgent need for the immediate construction of flood-protective 
works in many areas of the United States which might otherwise be 
unduly delayed awaiting the usual detailed survey and authorization 

rocess. They emphasized the need for a liberalization in existing 
aw with respect to small flood-control projects not specifically 
authorized by law. 

After spumdering the bills and the testimony received concerning 
the seriousness of the flood problem in certain areas and the obvious 
need for expeditious initiation of construction of desirable flood- 
protective works in emergency situations, the committee concluded 
that the most appropriate method of bringing about reasonable in- 
creases in cost limitations in small flood-control project authority 
would be by simple amendment of section 205 of the ood Control 
Act of 1948 as amended by section 212 of the Flood Control Act of 
1950. Accordingly, H. R. 9555 was approved with an amendment to 
increase the individual project limitation to $400,000 and the annual 
limitation to $10 million. The bill as reported amends existing law 
to remove any limitation as to the geographical area in which such: 
projects may be locaied. 

he report of the Department of the Army dated April 24, 1956, 
on H. R. 9555 and other similar bills to provide general authorization 
of small flood-protection measures is set forth below. 
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DEPARTMENT OF THE Army, 
Washington 25, D. C., April 24, 1956. 
Hon. Caaruss A. Bucxtey, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CHatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 7870, 
H. R. 8169, H. R. 8342, H. R. 9554, and H. R. 9555, 84th Congress, 
bills to provide general authorization of small flood-protection 
measures. 

The Secretary of the Army and the Chief of Engineers basically 
support the premise that major projects should be specifically author- 
ized by the Congress, but recognize the usefulness of authority to 
undertake small flood-control projects without going through the 
detailed survey and authorization process. 

After thorough consideration of all these bills and based on the 
experience of the Chief of Engineers in the administration of the 
present small flood-control program, the Department of the Army 
concludes that an increase in the individual project limitation from the 
$150,000 authorized in 1950 to $250,000, and an increase in the annual 
appropriation limitation from $3 million to $5 million, to adjust for 
the increased price level since 1950 and to provide some flexibility for 
future fluctuations in price is reasonable and warranted. This 
Department further concludes that the most appropriate method of 
bringing about these increases would be by simple amendment of 
section 205 of the Flood Control Act of 1948 as amended by section 
212 of the Flood Control Act of 1950. 

If the Congress should decide to expand the authorization to an 
individual project limitation of $500,000, a commensurate annual 
appropriation fimitation would be $10 million. Should the Congress 
expand the existing authority, the Secretary of the Army and the 
Chief of Engineers assure you that they will proceed vigorously to 
accomplish such a program. 

The Bureau of the Budget advised that there would be no objection 
to the submission of a similar report on companion Senate bills. 
The Bureau advised also that it would not object to amending existing 
law to increase the limit on individual projects to $250,000 and the 
— limit on appropriations for projects in this category to $5 
million. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with —— 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law proposed by this bill 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


Pusuic Law 858, 80Ta Coneress (As AMENDED) 


Src. 205. That the Secre of the Army is hereby authorized to 
allot from any appropriations tofore or hereafter made for flood 
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control, not to exceed [$3,000,000] $10,000,000 for any one fiscal 
year, for the construction of small flood-control projects not spe- 
cifically authorized by Congress, [and not within areas intended to 
be protected by projects so authorized,J which come within the 
provisions of section 1 of the Flood Control Act of June 22, 1936, when 
in the opinion of the Chief of Engineers such work is advisable: 
Provided, That not more than [$150,000] $400,000 shall be allotted 
for this perpeee at any single locality from the appropriations for any 
one fiscal year: Provided further, That the provisions of local coopera- 
tion specified in section 3 of the Flood Control Act of June 22, 1936, 
as amended, shall apply: And provided further, That the work shall 
be complete in itself and not commit the United States to any ad- 
ditional improvement to insure its successful operation, except as 
may result from the normal procedure applying to projects authorized 


. 


after submission of preliminary examination and survey reports. 


O 
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Mr. Coorsr, from the Committee on Ways*and Means, submitted 
the following 


REPORT 


[To accompany H. R. 11947] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 11947) to extend and amend the Renegotiation Act of 1951, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. The 
amendments are shown in the reported bill in stricken through type and 
in italic type. 

I. Purpose 


H. R. 11947 amends the Renegotiation Act of 1951, as amended, to 
extend the renegotiation authority for 2 years to December 31, 1958. 
The present expiration date is December 31, 1956. In addition, the 
bill incorporates the necessary amendments to carry out all but one of 
the recommendations of the Joint Committee on Internal Revenue 
Taxation made in its report on renegotiation to the Congress on May 
31, 1956. This report, along with a compilation of the Renegotiation 
Act of 1951, is set forth in an appendix to this report. This recom- 
mendation related to contracts performed abroad. Your committee 
believes that this bill is in fundamental conformity with the recom- 
mendations of the Joint Committee on Internal Revenue Taxation. 
Reducing these recommendations to specific legislation has suggested 
certain improvements to prevent unintended results. Changes have 
been made effective at the earliest practicable dates in order to enable 
contractors to benefit from the new provisions as soon as possible. 
The Department of Defense and the Renegotiation Board approve 
of all the amendments to the act provided by this bill. 
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II, Generat STATEMENT 
(A) TWO-YEAR EXTENSION 


Your committee considers an extension of the renegotiation law 
beyond the present expiration date of December 31, 1956, to be 
necessary, because we are at present in a period of semimobilization 
with annual defense-procurement expenditures running as high as 
$17 billion. (See table 1.) This level of expenditures will continue 
for the next 2 fiscal years. The emphasis in the current defense pro- 
gram on rapid technological improvement in weapons makes pricing 
difficult. For these reasons your committee believes that a temporary 
extension of the renegotiation authority is presently required, although 
{it should not become a permanent part of the law. The bill, therefore, 
provides that the Renegotiation Act of 1951, as amended, be extended 
to apply to receipts and aceruals, which are attributable to perform- 
ance prior to January 1, 1959. 


TABLE 1.—Estimated breakdown of renegotiable status of Department of Defense 
expenditures, 1951-57 


{In millions] 





Fiseal years— 





1951 1952 1953 1954 1955 1956 1957 
estimate | estimate 





Extent to which renegotiation applied_.._| $8,039 |$20, 293 |$20, 938 [$22,213 ($17,546 | $16, 500 $16, 500 
Extent to which renegotiation did not 


SNE a vnccctinsteessinaonscndetcost ~«---| 12,004 | 18,529 | 13,775 | 18,271 | 17,993 18, 075 19, 047 
Total expenditures. .........-.-..-- 20, 043 | 38,822 | 43,713 | 40,484 | 35, 539 34, 575 35, 547 





























Source: Constructed from data furnished by the Department of Defense. 
(B) MINIMUM AMOUNT SUBJECT TO RENEGOTIATION 


Present law provides that renegotiation will not apply to contractors 
or subcontractors whose receipts or accruals from renegotiable con- 
tracts for fiscal years ending before June 30, 1953, are not more than 
$250,000, or $500,000 for fiscal years ending on or after June 30, 1953. 

Under the bill, the statutory floor below which sales may not be 
renegotiated is raised from $500,000 to $1 million with respect to 
receipts or accruals for fiscal years ending after June 30, 1956. On 
the basis of filings in each sales volume category experienced from 
1951 to 1955 this would eliminate from renegotiation 37 percent of 
contractors whose sales are above the present statutory floor of 
$500,000. Assuming the same pattern of potential recoveries from 
firms in each sales volume category as that experienced from 1951 to 
1955, this would eliminate 9 percent of the potential recovery of 
excessive profits from firms now subject to renegotiation. This anal- 
ysis is based on the following table which shows the number of refund 
cases and the amount of refunds in the sales categories under $500,000, 
$500,000 to $1 million, and $1 million and over, under the 1951 act, 
through December 31, 1955: 
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Cases Refunds 





Re ble sales 
~~ Number Percent of Amount Percent of 
total total 








Under WD in het derenmnesconespaciasisin=a 696 30.19 | $21, 243, 000 5. 59 
$500,000 to $1,000,000............-.-.------------ 599 25. 99 32, 340, 000 8. 51 
Over SEND 000. 2... - once sac ence ess enasic 1,010 43.82 | 326, 449, 000 85. 90 

BPRS oe app Ons iepe tie = MEN RLY FUN Ss 2, 305 100.00 | 380,032,000 100. 00 

















Because of the substantial compliance cost, renegotiation is a serious 
burden on small business firms. Another consideration supporting 
this increase in the statutory floor is the fact that only a sacait pamtdon 
of the renegotiation recoveries comes from firms that would be 
affected by the amendment. This change in the statutory floor will 
be a substantial aid to small business. It will in addition enable the 
Board to concentrate on the larger cases. There will also be some 
benefit to small business in the provision allowing an optional filing of 
financial statements in the case of contractors below the statutory 
floor. This is discussed in part (c) below. 

Under present law subcontracts of $25,000 or more involving 
services such as brokerage fees and commissions are subject to renego- 
tiation. Your committee does not recommend any change in this 
statutory floor. 

The bil provides that upon termination of the act both of the above- 
mentioned statutory floors be prorated in the case of a contractor 
with a fiscal year overlapping the termination date. 


(C) STANDARD COMMERCIAL ARTICLE EXEMPTION 


Under present law a standard commercial article is exempt from 
renegotiation when the Board finds that competitive conditions affect- 
ing the sale of the article are such as may reasonably be expected to 
prevent excessive profits. Each year the Board must make such a 
finding on each article for which application for exemption is made. 
This annual finding is a great burden on the Board and represents a 
considerable expense to industry. 

In general, a standard commercial article is defined in the act as an 
article which is customarily maintained in stock by the manufacturer 
or a dealer or which is sold by two or more persons for general com- 
mercial use. In deciding whether or not to grant the exemption, 
the Board must often examine the circumstances of other contractors 
or of an entire industry in determining if the supply of the article 
is used to meet a significant civilian demand as well as to fill defense 
orders. Your committee substitutes an entirely new mandatory 
exemption for standard commercial articles. Under the committee 
bill the test that competitive conditions must be such as will rea- 
sonably prevent excessive profits is eliminated. The elimination of 
the competitive-conditions test represents a considerable liberaliza- 
tion of the exemption provision and should enable many contractors 


to qualify for exemption who cannot now qualify. 

Your committee has placed the standard commercial article exemp- 
tion on an individual-contractor basis rather than on the basis of 
conditions in similar or related industries as used under present law. 
In lieu of the competitive conditions test the bill substitutes the re- 
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uirement that a certain percentage of the dollar volume of sales of 

e article by a particular contractor must be made under non- 
renegotiable contracts. 

The bill as amended defines a standard commercial article as— 

(a) An article which is customarily maintained in stock if at 
least 35 percent of the aggregate dollar amount of the sales of 
such article by the contractor during the fiscal year and the 
preceding fiscal year are nonrenegotiable; or 

(6) An article covered by established price quotations (the 
catalog test) if at least 35 percent of the aggregate dollar amount 
of the sales of such article by the contractor during the fiscal 
year and the preeetin’ fiscal year are nonrenegotiable. 

Present law provides that an item which is “identical in every 
material respect”? with a standard commercial article is also exempt. 
“Tdentical in every material respect” is defined in the present act to 
mean of the same kind, content, and use, without necessarily being 
of the same specifications. Here, too, the Board must examine 
articles produced by other contractors or possibly by an entire indus- 
try. Comparison with similar articles produced by other contractors 
has made the provision difficult to apply. The bill eliminates the 
“same use” test in the definition of “identical in every material 
respect’? because it has proved to be too flexible a concept, and sub- 
stitutes a “reasonably comparable price’ test. 

Your committee has retained the exemption for substantiall 
identical articles but has placed this exemption on an individual- 
contractor basis in that the substantially identical article sold by 
the particular contractor must be compared with an article sold by 
the same contractor, which article itself qualifies as a standard 
commercial article. 

The bill also requires that 35 percent of the aggregate dollar volume 
of sales by the contrattor of the standard commercial article or articles 
and the substantially identical article or articles must, during the 
year, be sold under nonrenegotiable contracts. 

Both the stock and catalog tests as provided in (a) and (6) above 
will be self-executing in that they will operate automatically without 
application to the Board, and with the 35 percent tests will provide 
definite yardsticks for extablishing the exemption. This is a decided 
improvement over present law which has no definite yardsticks. ‘To 


obtain the exemption under the substantial identity test above the 


contractor is required to file an application with the Renegotiation 
Board and the Board must take action within 3 months instead of 6 
months as provided under present law. 

The operation of the above stock or catalog tests may be illustrated 
by the following example: Assume that a company manufactures and 
stocks or catalogs typewriters of various models which it sells under 
renegotiable contracts as well as to other purchasers. If at least 35 
percent of the aggregate dollar amount of sales of a particular model 
in the fiscal year under review and the pinta Ha 2 fiscal 
year is made on nonrenegotiable orders, such item will qualify under 
the stock or catalog test, and the sales of typewriters of that model 
under renegotiable contracts during the year under review are ex- 
cluded from renegotiable sales without the necessity of filing an appli- 
cation for exemption and obtaining the approval of the Board. 
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In the case of similar articles that differ only by a measurable 
characteristic, it is still possible under the substantial identity test 
that all such articles will be exempt as standard commercial articles 
if only one of them is a standard commercial article. Thus, if a con- 
tractor sells 50 percent of his output of 3-inch pipe and 50 percent of 
his output of 1-inch pipe under nonrenegotiable contracts, he may be 
able to obtain the standard commercial article exemption for his out- 
put of 2-inch pipe which may be sold exclusively under renegotiable 
contracts. It will be necessary, however, to file an application with 
the Board and establish that the 2-inch pipe is of the same kind and 
content as the other pipe sizes; that the price of the 2-inch pipe is 
reasonably comparable with the other prices; and that 35 percent of 
the combined sales of the three categories of pipe are nonrenegotiable. 

In some cases the above changes in present law will tighten the 
standard commercial article exemption. For example: Assume a con- 
tractor’s total sales in a given fiscal year and the preceding fiscal year 
of an article which is stocked are $10 million of which $3,400,000 is 
sold under nonrenegotiable contracts. Under present law he could 
obtain an exemption if the Board made a finding that “‘the competi- 
tive conditions are such as will reasonably prevent excessive profits.” 
Under the bill the article would not qualify under either the stock or 
catalog tests because the contractor did not sell 35 percent to pur- 
chasers other than under renegotiable contracts. He may qualify 
nevertheless by filing an application with the Board if the article is 
substantially identical with another article which he manufactures 
and which does qualify as a standard commercial article if by com- 
bining the total sales of both articles in the year under review he can 
show that of this total at least 35 percent represents sales that are 
not covered by renegotiable contracts. If he did not manufacture 
another article qualified as a standard commercial article then he 
could under no circumstances obtain an exemption for his renegotiable 
sales of the article, although he might obtain the exemption under 
present law. 

To the extent appropriate, corresponding changes have been made 
in the standard commercial service exemption. The principal change 
is a 35-percent test. 

The bill provides that the above changes be effective for fiscal years 
ending after June 30, 1956. The bill also provides for the suspension 
of the standard commercial article and service exemptions in the case 
of a future national emergency either proclaimed by the President 
or declared by the Congress. It would be in such periods in particular 
that we could expect to find shortages and lack of competition at 
numerous points in the economy, which might lead to excessive profits 
even in the sale of such articles or services. 


(D) DEPARTMENTS COVERED BY THE ACT 


Section 103 of the Act provides that contracts with certain agencies 
shall be subject to renegotiation, and that contracts with other 
agencies may be made subject to renegotiation if so designated by the 
President. The named and designated Departments together with 
the respective applicable dates a¥e as follows: 
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Named in the act: 
Department of Defense 
Department of the Army 
Department of the Navy 
Department of the Air Force 
Department of Commerce 
Panama Canal Company 
Canal Zone Government 
General Services Administration 
Atomic Energy Commission 
Reconstruction Finance Corporation 
Housing and Home Finance Agency 
Designated by the President: 
July 1, 1951: 
Federal Civil Defense Administration 
National Advisory Committee for Aeronautics 
Tennessee Valley Authority 
Treasury Department 
United States Coast Guard 
October 1, 1951: 
Defense Materials Procurement Agency 
Interior Department 
Bureau of Mines 
United States Geological Survey 
November 1, 1951: 
Interior Department 
Bonneville Power Administration 
July 1, 1952: 
Interior Department 
Bureau of Reclamation 
October 1, 1954: 
Federal Facilities Corporation 


Table 2 is a compilation of the number of contracts entered into and 
the dollar amount of such contracts for the fiscal years 1951 through 
1955. This table includes all of the departments and agencies covered 
by the act with the exception of the Reconstruction Finance Corpora- 


‘tion and the Federal Facilities Corporation, for which there are no 


available data, and the Defense Materials Procurement Agency, which 
entered into no contracts subject to renegotiation. 
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TaBie 2.—Number of contracts and amount thereof entered into by deparimenis and 
agencies as provided by the 1951 Renegotiation Act or Executive order 


























[Dollar figures in thousands] 
Fiseal year— 
Total 
1951-55 
1951 1952 1953 1954 1955 
Department of Defense 
rhe Navy, and Air 
orce): 
Number of contracts......|_.......--.. 114, 993 93, 125 75, 596 76, 589 360, 303 
Total value of contracts_._|$30, 785, 000 |$41, 248, 000 |$28, 394, 000 ($11, 563, 000 ($14, 752,000 |$126, 742, 000 
United States Atomic Energy 
Commission: 
Number of contracts____.-. 1,020 17, 906 21,975 15, 418 15, 068 71, 387 
Total value of contracts.._} $1,242,292 | $1,101,797 | $2,739,515 | $1,700, 191 $904, 377 $7, 688, 172 
Department of Commerce: ? 
Number Gi contracts_._.-- 7 792 260 259 2, 468 
Total value of contracts...| $162, 994 $239, 164 $120, 859 $65, 526 $72, 244 $664, 754 
Tennessee Valley Authority: 
Number of contracts... ._. 36, 000 40, 000 40, 39, 154 31, 823 187, 477 
Total value of contracts___ , 771 $233, 642 $103, 512 $39, 282 $25, 159 $602, 467 
Bonneville Power Admin- 
istration (Interior Depart- 
ment): 
Number of contracts... . 404 350 254 348 1, 571 
Total value of contracts... $12, 749 $30, 318 $24, 340 $14, 240 $16, 556 $98, 203 
National Advisory Commit- 
tee for Aeronautics: 
Number of contracts......)........-..- 25, 616 17, 358 2, 338 2, 580 47, 892 
Total value of contracts.._|_......-.... $37, 067 $36, 943 $13, 144 $16, 198 $108, 352 
Bureau of Reclamation (In- 
terior Department): 
Number of contracts__- ._. 5, 008 7, 196 8, 875 7, 705 8, 161 36, 945 
Total value of contracts___ $73, 752 $72, 216 , 531 $20, 186 $13, 967 $200, 652 
Cpe Services Administra- 
on: 
Number of contracts... ... 1, 408 209 376 29 34 2, 056 
Total value of contracts...| ! $263, 767 1 $41, 524 $32, 550 $4, 796 $8, 573 $351, 210 
United States Coast Guard 2 
(Treasury Department): 
Number of contracts._._.- 420 213 229 1, 459 
Total value of contracts... $21, 192 $21, 464 $10, 640 $22, 288 $8, 162 $83, 746 
The Panama Canal Company 
and Canal Zone Govern- 
ment: 
Number of contracts... _- 7 15 29 71 142 
Total value of contracts... $2, 523 $12, 279 $2, 560 $7,011 $2, 972 $27, 345 
Housing and Home Finance 
Agency: 
Number of contracts._.... 247 194 234 126 32 833 
Total value of contracts___ $14, 356 $36, 505 $34, 105 $8, 667 $2, 659 $96, 292 
Bureau of Mines (Interior 
Department): 
umber of contracts... __- 93 85 83 132 109 502 
Total value of contracts... $3, 749 $4, 930 $3, 685 $4, 243 $2, 086 $18, 693 
Geological Survey (Interior 
Department): 
Number of contracts._...- 90 97 100 125 64 476 
Total value of contracts... $3, 875 $4, 348 $2, 907 $2, 614 $1, 259 $15, 003 
Federal Civil Defense Admin- 
istration: 
Number of contracts... ... 41 23 31 47 147 
Total value of contracts__. $124 $74 $116 $851 
DUG OF CE isk a a ee hd dh oe ddnad 713, 658 
Total value of comtracts........< bonnes panncsdicnnnenccccan | eniagbiliehininab>alemeneestpcheinndebecgeiniees $136, 692, 740 











1 Includes only those contracts estimated to have a total cost in excess of $25,000. 
2 Does not include contracts under the amount of $10,000. 


Source: Departments and agencies covered. 


With the exception of contracts with the Departments of Defense, 
Army, Navy, Air Force and Commerce (Maritime Administration 
and the Federal Maritime Board only), the Atomic Energy Com- 
mission, and the General Services Administration, most of the con- 
tracts entered into are for articles of standard specifications. Further- 
more, the number of defense contracts entered into by these other 
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agencies and the dollar value involved has been steadily decreasing, 
as can be seen from the above table. 

The bill eliminates all but the above eight agencies from the 
provisions of the act. 

The bill also provides that in a period of a future national emer- 
pony, proclaimed by the President or declared by the Congress, the 

esident is authorized to designate for such period any department 
or agency exercising functions having a direct and immediate connec- 
tion with the national defense that he considers should be covered by 
the renegotiation statute. 


(E) TWO-YEAR CARRYFORWARD OF LOSSES 


The present law provides a 1-year carryforward of losses on rene- 
gotiable contracts. 

Complaints have been received that this 1-year carryforward provi- 
sion is too limited. Inadequate pricing information, production 
difficulties, or other unforeseen contingencies may cause contractors 
to sustain losses for more than 1 year before realizing a profit on 
renegotiable business. Under present law, the only loss which may be 
taken into account in the profit year is the loss sustained in the year 
immediately preceding the profit year. A part of the remainin 
profits may be recovered by the Government as excessive even thoug 
the contractor has not recouped the losses sustained in earlier years 
on renegotiable business. 

In other situations the loss sustained in a particular year may be 
greater in amount than the profit realized in the next year. Because 
of the 1-year limitation on the carryforward of losses the unabsorbed 

rtion of the loss is not available to the contractor as an offset in any 

ter year in which he may realize excessive profits. 

The bill provides for losses to be carried forward for 2 succeeding 
ears. If a contractor sustains losses for 2 consecutive years, the 
osses of both years may be offset against the profits of the third year. 

If a contractor has a loss the first year, profits in the second year, and 
profits in the third year, the loss would first be reduced by the profits 
of the second year before being carried forward and applied against 
the profits of the third year. Generally, the effect of this provision 
is to allow losses sustained in 1954 and later years to be carried forward 


2 years. 

Rime sustained on renegotiable business after the fiscal year under 
review may not be carried back to that year under the provisions of 
present law. Your committee’s bill makes no change in this respect. 
A provision for a carryback allowance of subsequent losses would 
produce uncertainty and administrative difficulties. 


(F) REPORTIN G REQUIREMENTS 


Under the present law and regulations, if a contractor’s rene- 
gotiable sales are below the statutory floor, he is required to file a 
statement of eee This form requires the contractor 
to state, if applicable, that his renegotiable business was under the 
statutory floor ($500,000 sales or $25,000 commissions, etc.), The 
contractor need not show his actual figure of renegotiable sales 
although he is required to name other firms which he controls, which 
camient him, or which are under common control with him. In 
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addition, the form calls for the firm’s gross receipts and the status of 
its standard commercial article exemption claim. 

The bill eliminates this filing requirement but provides that a 
contractor may, at his option, make an appropriate filing, and if within 
1 year no action is taken by the Board, renegotiation is ey 
foreclosed in the absence of fraud or malfeasance or willful misrepre- 
sentation of a material fact. This option will enable the contractor 
to obtain a final settlement of his renegotiation status. Contractors 
whos¢ renegotiable sales.exceed the statutory floor of $1,000,000 will 
still be required to file a financial statement. 

The present law provides a 1-year period of limitations for the com- 
mencement of renegotiation proceedings, dating from the filing of a 
financial statement, as well as an additional 2-year period of limita- 
tions for the completion of such proceedings. ‘The bill provides that 
these limitation periods will run in the absence of fraud, malfeasance, 
or willful misrepresentation of a material fact. 

Table 4 shows the total number of filings by contractors under the 
1951 act through December 31, 1955. A filing can cover the results 
from one or hundreds.of contracts. The table shows that there were 
filed with the Renegotiation Board a total of 144,161 cases. Of these 
127,841, or 88.7 percent, were eliminated from consideration either 
because they were under the statutory minimum or because they wére 
screened out on the ground that the report showed no excessive profits. 
There were 17,187 cases, or 11.9 percent, of the total actually assigned 
to the regional boards for examination. Of this number 3,215 had not 
been completed as of December 31, 1955; 11,667 had been cleared; and 
2,305, or 1.6 percent of the original filings, had been found to have 
excessive profits. 


TaBLe 4.—Total filings and their disposition through Dec. 31, 1955 























Number Percent 

Total filings received by the Board through Dec. 31, 1955................-... 144, 161 100. 00 
(1) Number below $500,000 statutory mimimum............_ 103, 441 
(2) Number screened out (obviously no excessive profits)... 24, 400 

127, S41 88.7 

Number remaining for assignment to the Regional Boards.................- 16, 320 11.3 

Assignments made without filings and other special cases...._.............-- ARTs CSE 

Total assignments to the Regional Boards_............................ 17, 187 11.9 

Assignments: 

(1) Not completed as of Dec. 31, 1955................-......-:.---. 3, 215 22 

& Completed as of Dec. 31, 1955. ..............-..--.--+.--------- 13, 972 9.7 

(3) Cleared or otherwise disposed of. ..............-........-...... 11, 667 8.1 

(4) Resulting in determination of excessive profits. ................ 2, 305 1.6 











Source: Renegotiation Board. 


(G) COURT PROCEEDINGS 


Your committee believes that the present appellate procedure in 
renegotiation cases should in general be retained. The Tax Court 
should remain the final authority on the question of the amount of 
excessive profits and its judgment on this point should not be reviewed 
by the appellate courts. 

A question has arisen as to whether or not it was the original inten- 
tion of the Congress that an order of the Renegotiation Board should 
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be stayed during a review proceeding only where a bond is filed with 
the Tax Court. Section 108 of the act is amended by your committee 
to make it clear that such a bond is required to stay an order of the 
Board. The amendment would be retroactive to 1951. 

The bill also provides that a decision in the Tax Court under 
section 108 of the act may, to the extent subject to review, be reviewed 
by the United States Court of Appeals for the circuit in which is 
located the office to which the contractor made his Federal income 
tax return, or if no return was made, then by the United States Court 
of Appeals for the District of Columbia or any United States Court 
of Appeals stipulated by the Attorney General and the contractor. 
Under present law and court decisions the contractor can obtain re- 
view only by the United States Court of Appeals for the District of 
Columbia, which your committee believes causes unnecessary expense 
and travel for contractors located a considerable distance away from 
Washington. 


(H) ANNUAL REPORT BY THE RENEGOTIATION BOARD 


Under present law the Renegotiation Board.is not required to make 
an annual report to the Congress. Your committee believes that an 
annual report to the Congress should be made by the Board and the 
bill so provides. The Renegotiation Board concurs in this recom- 
mendation because it will afford the Board an opportunity which it 
does not now have to present to the public facts and figures on its 
operations. This report should include, but not be limited to, the 
following: 

1. The personnel of the Board and each regional board. 

2. The administrative expenses. 

3. The number of filings by sales volume during the year for— 

(a) Those screened out. 
(b) Cases renegotiated. 
(c) Number and amount of refunds. 

4. The number of pending cases. 

5. The changes made in the regulations. 

6. Improvements made in procedure. 

7. The renegotiation cases in the Tax Court and higher courts and 
their disposition. 

Most of the matters listed above could be readily furnished by 
the Board under its present recordkeeping system. Such a report 
would be of great aid to Congress in examining the operation of 
renegotiation under the recommended extension, particularly the 
effect of the proposed amendments. 

The bill provides that the first annual report cover the activities of 
the Board for the fiscal year ended June 30, 1956, and be filed by 
January 1, 1957. Thereafter the report will be filed by January 1 of 
each succeeding year covering the activities for the preceding fiscal 
year. 


(I) SUBCONTRACTS UNDER TAX-EXEMPT ORGANIZATIONS 


Under the present act any contract or subcontract with a tax 
exempt organization and any contract with a nontaxable organization 
is exempt from renegotiation. The present law also exempts any 
subcontract under an exempt contract or subcontract described in the 
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preceding sentence.. The exemption of subcontracts under such ex- 
empt contracts or subcontracts affords an undue advantage to com- 
mercial enterprises which supply materials or services to such 
organizations. The bill provides, therefore, that the exemption of 
these subcontracts be removed effective as to subcontracts made after 
June 30, 1956. 


(J) RECEIPTS AND ACCRUALS ATTRIBUTABLE TO PERFORMANCE BEFORE 
THE TERMINATION DATE 


Thepresent. act does not prescribe treatment for the receipt or 
accrual, after the termination date of the act, of amounts attributa- 
ble to performance prior to the termination date, although such 
amounts are renegotiable. The bill provides that receipts and accruals 
attributable to performance before the termination date be considered 
to have been received or accrued not later than the termination date. 
This provision will enable all pre-termination performance of the con- 
tractor to be renegotiated in the fiscal year in which the termination 
date occurs and will make it unnecessary to conduct separate renego- 
tiation proceedings with respect to each subsequent fiscal year in 
which the contractor receives or accrues amounts attributable to per- 
formance prior to the close of the termination date. A similar provi- 
sion was contained in the World War II renegotiation law. 


(K) TRANSACTIONS BETWEEN MEMBERS OF COMPANIES UNDER COMMON 
CONTROL 


The bill amends section 105 (f) (3) so as to provide that fees or 
commissions received by an agent or broker from principals under 
common control with him are not to be eliminated in determining 
whether the group has exceeded the $25,000 floor prescribed in sec- 
tion 105 (f) (2) for any fiseal year ending on or after June 30, 1956. 
It is believed to be consistent with the separate renegotiability of 
commissions and fees that these transactions should retain their 
identity even where they are made between members of the related 
group. At the present time, such amounts must be eliminated and 
thus often escape renegotiation, leaving the Board with the sole and 
unsatisfactory alternative, where renegotiation is not conducted on a 
consolidated basis, of evaluating such commissions in the renegotiation 
of the principal, if the principal is renegotiable and possibly disallowing 
some portion thereof as unreasonable costs. 


(L) THE NET WORTH FACTOR UNDER PRESENT LAW 


There has been concern that the application of the net worth factor 
by the Renegotiation Board has not been consistent with the intent 
of the statute. While this factor is only one of several factors to be 
taken into account in determining the reasonableness of profits, the 
contention has been made that return on net worth has been over- 
emphasized and applied in such a manner as to place an arbitrary ceil- 
ing limitation on the amount of allowable proiits. It has been sug- 
gested that this factor be eliminated from the act. 

It is pertinent to these industry arguments that the Board under 
date of February 14, 1956, issued the following press release elabo- 
rating on its use of the net worth factor: 














a ee ee 


RPA ede alle pay 











RENEGOTIATION AMENDMENTS ACT OF 1956 


Tue RENEGOTIATION BoarD 


Wasuineron, D. C. 


For immediate release Release No. 1-56 
February 14, 1956 Republic 7—-7500, Ext. 4131 


STraTEMENT ON Net Worts Facror 


Because some misunderstanding apparently exists in 
certain quarters respecting the Renegotiation Board’s in- 
terpretation and application of the so-called net worth factor 
(sec. 103 (e) (2) of the Renegotiation Act of 1951, as 
amended), the Board today issued the following statement. 

Section 103 (e) (2) of the act provides that the Renegotia- 
tion Board shall, in determining excessive profits, take into 
consideration: “The net worth, with particular regard to the 
amount and source of public and private capital employed 
* * * ” Tn discharging its responsibility under this section, 
the Board does not regard any particular rate of return on 
net worth or capital employed as excessive per se. The 
Board does not attempt to equalize its determinations re- 
specting the members of any given industry from the stand- 
point of return on net worth or capital employed, inasmuch 
as renegotiation obviously is not a ratemaking process. 
The Board does not place special emphasis on the net worth 
and Taclailacaniooad factor as distinguished from the other 
statutory factors. 

The Board desires to reemphasize the fact that reasonable 
profits are determined in every case by an overall evaluation 
of all the statutory factors, and not by the application of any 
fixed formula with respect to rate of profit on sales or rate of 
return on net worth or capital employed, or any other for- 
mula. That is not to say, however, that the return on net 
worth can properly be ignored in an appropriate case. Ex- 
cluding those industries where capital is not a significant 
income-producing factor, the relationship of profit realized 
on renegotiable business to the capital and net worth em- 
ployed in renegotiable business is, and properly should be, 
one of the considerations (though not the sole consideration) 
in the final determination of excessive profits. The Board’s 
determinations must permit the retention of profits sufficient 
to provide a proper incentive for the investment of equity 
capital. Where borrowed capital is involved, the retained 
profits must reflect the additional risk to which equity 
capital is thereby subjected. 

Vith respect to contractors who receive Government 
financial assistance, the regulation under the 1951 act 
[RBR 1460.11(4)] expresses a basic policy which was first 
enunciated under the 1943 Renegotiation Act (RR 412.2) 
and again under the 1948 Act [MRR 424.412-2(d)(1)]: “A 
contractor who is not dependent upon Government or 
customer financing of any type is entitled to more favorable 
consideration than a contractor who is largely dependent 
upon these sources of capital. When a large part of the 
capital employed is supplied by the Government or bv 
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customers, the contractor’s contribution tends to become one 
of management only and the profit will be considered 
accordingly.” 

An example of the application of the foregoing policy is 
to be found in a case where an increase in Government- 
furnished facilities enables a contractor to achieve sub- 
stantially expanded volume for defense purposes. In such 
a case there will often be a significant increase in contractor’s 
rate of return on net worth over the immediately preceding 
years, which generally will evidence in a concrete way the 
effect of increased volume and increased Government assist- 
ance. Certainly the Board must consider this fact, together 
with all other relevant factors, in determining whether con- 
tractor’s profit on the expanded renegotiable sales bears a 
oe relationship to the expanded volume. End 
reiease,. 


Your committee has retained the net worth factor contained in 
section 103 (e) (2) of the act on the assumption that in determining 
excessive profits no special emphasis is given to net worth and capital 
employed as contrasted with the other statutory factors, and that in 
determining excessive profits no ceiling is placed on the rate of return 
on net worth or capital employed. 


(M) CONFLICT OF INTEREST 


Under section 113 of the act, employees of the Board and the 
Departments through December 31, 1953, the original termination 
date of the act, were relieved from certain conflict of interest pro- 
visions applicable to Government employees generally. The pro- 
visions in question preclude employees, during their employment, 
from agreeing to act or acting as agent or attorney, or otherwise 
assisting, in the prosecution of claims against the Government, and 
also preclude employees of executive departments for a period of 
2 years following the termination of their employment, from so acting 
with respect. to any such claims pending during their employment. 
When the act was first adopted it was considered necessary to exempt 
such personnel from these restrictions in order to make it possible to 
obtain employees of the caliber required for the defense effort. This is 
still true. Accordingly, the bill provides that this provision be ex- 
tended to cover employment in the Departments or the Board at any 
time. Section 113 contains a further provision which, in effect, per- 
manently bars any person employed in the Board or a Department 
through December 31, 1953, after leaving such employment, from 
handling any subject matter directly connected with his former 
employment. The change recommended above would have the effect 
of Sappetng this prohibition upon persons employed by the Board or 
the Departments at any time. Without this provision, employees 
would be barred for only 2 years (by another provision of law) from 
handling any such case. e bill does not change the provision of 
section 113 which prohibits any employee of the Board or a oe 

ne is 


ment from prosecuting a claim against the United States while 
an employee. 


79306—56——2 
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(N) FOREIGN CONTRACTS 


The present law provides a permissive exemption to contracts or 
subcontracts to be performed outside the continental limits of the 
United States or in Alaska. The Board has generally granted the 
exemption to contracts to be performed wholly abroad by a foreign 
contractor since it does not have the facilities and may not have the 
essential legal authority to enforce the renegotiation of foreign con- 
tracts. 

Your committee gave consideration to a recommendation of the 
Joint Committee on Internal Revenue Taxation that a mandatory 
exemption of such contracts and subcontracts be incorporated in the 
act. Your committee’s bill as introduced provided such a mandatory 
exemption. No such provision is included in the bill as reported 
because your committee believes that the Board, under its permissive 
exemption authority, can continue to deal satisfactorily with this 
problem by exempting, individually or by classes, such foreign con- 
tracts and subcontracts as it considers necessary or desirable to 
exempt. 


(0) FINANCIAL RESULTS OF RENEGOTIATION THROUGH 1955 


Table 3 shows the disposition of the assignments through December 
31, 1955, in which the Board actually found excessive profits. Of 
the 2,305 cases, the renegotiable sales amounted to $11,278 million, 
and $380 million of excessive profits were determimed. Part (B) of 
this table is an attempt to determine as far as possible the net re- 
coveries to the Government made by the Renegotiation Board and 
from voluntary refunds and price reductions made to the Government. 
The table shows that net recoveries by the Board were $115 million, 
and that net recoveries from voluntary refunds and price reductions 
amounted to $92 million, a total of $207 million. The voluntary 
refunds and price reductions recorded here are only those made in cases 
where the contractor was actually renegotiated. The amount of 
voluntary refunds in cases. where the contractors were screened out 
of renegotiation is not known. It should also be pointed out that 
these figures cannot be taken as absolute net recoveries because no 
allowance has been made for the tax deductible expenses incurred by 
the contractors in keeping records, segregating sales, and the like, in 
connection with renegotiation. 


- 


TABLE 3.—Disposition of assignments through Dec. 31, 1955, resulting in excessive 
profits and the net effect of voluntary refunds and recoveries by the Renegotiation 
Board since enactment of the 1951 act 


A. NUMBER OF DISPOSITIONS, THEIR SALES AND EXCESSIVE PROFITS 
DETERMINED BY THE BOARD! 





Renegoti- Excessive 
Type Number able sales profits 
involved determined 
' (in millions) | (in millions) 





ey ROR is i a a ee Es hase 2, 195 $10, 051 $352 
FAT RR Sk i aE tse dlnedab cas ook week ite 110 1, 206 





OME cosine ceccaps cocctgensinnadecenupaunaeuanes eosin 2, 305 11, 278 380 




















RENEGOTIATION AMENDMENTS ACT OF 1956 15 


TABLE 3.—Disposttion of assignments through Dec. 31, 1955, resulting in excessive 
profits and the net effect of voluntary refunds and recoveries by the Renegotiation 
Board since enactment of the 1951 act—Continued 


B. NET RECOVERIES BY THE RENEGOTIATION BOARD AND NET RECOVERIES 
THROUGH VOLUNTARY REFUNDS AND PRICE REDUCTIONS TO THE GOVERN- 


MENT? 

In millions 

(1) Gross recoveries by Renegotiation Board... .........-..-+- ~~ 22 eee een eee ene 

x TO ei sin ecedecdaahenee $247 

b Administrative expenses... ...-...-. 22-2222 2222-22 eee eee eee ee 1 

ae ey ee nee a wenrcotu emma aewadeaerun Melua bonny tein is 265 
(3) ee I OU ae nee eipitben senalentiniecmasion 115 
(4) Gross recoveries from voluntary refunds and price reductions to the Government _............... 263 
OT ge eth Ci Steere Le a Din SA ym RE AEG ER ERS OR SLES ES ES 171 
(5) Net recoveries from voluntary refunds and price reductions. ....................-..---.. 2. 92 

(6) Total net recoveries by the Board and from voluntary refunds and price reductions to the 
oP S ES SUP UNE to tatecdadcauuaenpaauirratcdhgeartarkosorcntehioadstbeudanssonces 207 


2? Source: Data on gross sales and recoveries, Renegotiation Board. 
} Based on analysis by Internal Revenue Service. 


Ill. Deraitep Discussion or THE TECHNICAL PROVISIONS OF THE 
BILu 
Section 2. Termination 


Section 2 of the bill amends section 102 of the act by continuing 
the renegotiation of defense contracts and subcontracts for 2 additional 
years. Asso amended, the act will include receipts or accruals, under 
contracts with the departments and related subcontracts, attributable 
to performance prior to the close of the termination date, which is 
provided to be December 31, 1958. This is accomplished by striking 
out in subsection (a) the present limitation to December 31, 1956 and 
by adding, as subsection (c), a new termination provision similar to 
subsection (h) of the Renegotiation Act of 1943. As in that act, the 
new subsection also provides that receipts or accruals determined to 
be attributable to performance prior to the close of the termination 
date, even if received or accrued after that date, shall be considered 
as having been received or accrued not later than the termination 
date. Assuming continuation of present Board regulations, only re- 
ceipts prior to termination would be considered attributable to per- 
formance prior to that date, in the case of a contractor on the cash 
basis. The accruals of the contractor on the completed contract 
basis would be prorated according to the extent of performance prior 
to the termination date. 

Similar provision is made with respect to the renegotiation of 
receipts or accruals attributable to performance prior to the termina- 
tion of the status of any agency of the Government as a Department 
within the meaning of section 103 (a). The amendments made by this 
section of the bill are effective on the date of the enactment of the bill. 
Therefore, when various agencies whose contracts are now subject to 
the act cease, on December 31, 1956, to be departments within the 
meaning of section 103 (a), as provided in section 3 (a) of the bill, 
amounts thereafter received or accrued under such contracts and re- 
lated subcontracts, if attributable to performance before that date, 
will be deemed to have been received or accrued not later than that 
date. A similar result will ensue, upon the termination of any future 
national emergency, with respect to the contracts of any agency desig- 
nated as a Department by the President pursuant to the authority 
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given to him in section 103 (a) by the amendment provided in sec- 
tion 3 (a) of the bill. 
Section 3. Definitions of ‘‘Department”’ and “‘Secretary’’ 

This section of the bill amends the definition of the term ‘‘Depart- 
ment” contained in section 103 (a) of the act. As so amended, 
effective on December 31, 1956, the term means the Departments of 
Defense, Army, Navy, and Air Force, the Maritime Administration, 
the Federal Maritime Board, the General Services Administration, 
and the Atomic Energy Commission. The term also includes any 
other agency of the Government exercising functions having a direct 
and immediate connection with the national defense which, in the 
event of a national emergency proclaimed by the President or de- 
clared by the Congress after the date of the enactment of the bill, is 
thereafter designated as a department by the President. Any such 
designation ceases to be in effect at the end of the month in which 
such emergency is terminated. Conforming changes in the definition 
of the term “Secretary”, as contained in section 103 (b) of the act, 
are also made in this section of the bill. 

This amendment will have the effect of terminating, on December 
31, 1956, the status of the following agencies as departments within 
the meaning of section 103 (a) of the act: the Department of Com- 
merce (except the Maritime Administration and the Federal Maritime 
Board), the Reconstruction Finance Corporation, the Canal Zone 
Government, the Panama Canal Company, the Housing and Home 
Finance Agency, the Federal Civil Defense Administration, the 
National Advisory Committee for Aeronautics, the Tennessee Valley 
Authority, the United States Coast Guard, the Defense Materials 
Procurement Agency, the Bureau of Mines, the (United States) 
Geological Survey, the Bonneville Power Administration, the Bureau 
of Reclamation, and the Federal Facilities Corporation. 

Section 4. Two-year loss carryforward 

Section 4 (a) of your committee’s bill provides that, for fiscal years 
ending on or after December 31, 1956, there may be deducted from 
renegotiable sales a carryforward of losses from the 2 preceding fiscal 
years. The provision allowing the deduction of only a 1-year carry- 
forward is limited to fiscal years ending before December 31, 1956. 
by section 4 (b), 

Paragraph (1) of the new section 103 (m) added by the bill provides 
that the renegotiation loss deduction, hereinafter explained, for any 
fiscal year ending on or after December 31, 1956, shall be allowed as an 
item of cost in such fiscal year. The Board will issue implementing 
regulations. 

Paragraph (2) provides the necessary definitions for the operation 
of this subsection. Subparagraph (A) defines the term “renegotiation 
loss deduction” for any fiscal year ending on or after December 31, 
1956, to be the sum of the renegotiation loss carryforwards to that 
year from the preceding 2 fiscal years. 

Subparagraph (B) defines the term “renegotiation loss” to mean, 
for any fiscal year, the excess, if any, of costs (computed without 
including any carryforwards under either the present law or the 
amended law) paid or incurred in such fiscal year with respect to 
renegotiable receipts or accruals, over the amount of such receipts or 
accruals which were received in such fiscal year. The term does not 
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include any part of such excess resulting from gross inefficiency of the 
contractor. This whole concept is provided in present law without 
being called a “renegotiation loss.” 

Paragraph (3) provides for the computation of the amount of the 
carryforwards applicable to any fiscal year. The first sentence of 
paragraph (3) provides that the renegotiation loss for a “loss year”’ 

all, without change, be a renegotiation loss carryforward in the 
next year. When this loss is carried forward to the second succeeding 
year it is reduced, but not below zero, by any profits from contracts 
with the Departments and subcontracts in the intervening year. 
In this reduction the profits of the intervening year ee will be 
— without any deduction for carryforward from the loss year 
itself but with a deduction for a loss carryforward from the fiscal 
year preceding the loss year. To deal with the transition from the 
old to the new law, it is specifically provided that if the intervening 
year is a fiscal year which ends before December 31, 1956, the profits 
of the intervening year will be computed without any deduction for 
loss carryforwards. 

The operation of this subsection may be illustrated by the following 
examples (with figures in parentheses indicating losses): 














1. 
Fiscal year ending 
Dec. 31— 
Item 

1954 | 1955 | 1956 
Renegotiable receipts. ___.._- Re Nia ea IR Wo RS as, SRT EF Sk clak cate Recnnatiewen 200} 200} 275 
Cpe Cor Minenl CUT IORI kin Sic a sk a isin esp ib cee ceccet wen caaee 220 | 230 
PROS OF TORE CW MOR GENT PORIIONGD fo on kee Koo cre cece sbi tween ndicicdnalic (20); (30) 75 
ee RR RS RS PR a ee eon, Baran (20)} (20) 
er 8 SE RES ER SAS RAS EeieiSk Ts Let eae SERS Rea es! ABS’ Reocenk Ce 














The combined carryforwards to 1956 of 50 will reduce profit in 
that year from 75 to 25. 























2. 
Fiscal year ending 
Dee, 31— 
Item 

1954 | 1955 | 1956 | 1957 
BRU TW ce Sd ah ee aba este acu caialacdc 100 | 100} 100; 100 
Conte Coreen’ Cr PEE WEI) iis ak sendin nevnchsaninnbtcdeovnonkenenpabbucssses= 120 | 125 70 80 
Profit or loss (without carryforward) ...............-..--...----.+-.-.-.---..--- (20)} (25)} 30 20 
eg Re Se ea ae tS Pe, ae (20)} (20)}.-.--. 
COMES EOE TOO BUNS as Ssh inc ibciccdddnnddacdbbunedvecdvccicsiewlaccaceleesevh (25)} (15) 








The combined carryforwards to 1956 of 45 will completely elimi- 
nate profit of that year. It will be observed that after application 
of the carryforward from 1954 alone the profit for 1956 is reduced 
from 30 to 10. The statute provides, therefore, that the 1955 loss 
when carried forward to 1957 is reduced by 10, the amount of the 
remaining 1956 profit. | 

3. The transition problem may be illustrated by assuming the same 
pattern of figures as in example No. 2 for 4 calendar years beginning 
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with 1953 instead of 1954, It will be observed that the 1953 loss would 
not be available in the third year. The profit of 30 in the third year 
would completely absorb the loss of 25 in the second year and the 
carryforward to the fourth year would be zero. 

4. If in the second case the first loss shown occurred in a fiscal year 
running only from July 1 to December 31, 1954, the calculations 
would remain unchanged. No account would be taken of loss attrib- 
utable to the first half of 1954, because the 1956 renegotiation loss 
deduction is limited to the sum of the loss carryforwards from the 
2 preceding fiscal years only. 


Section 5. Filing of financial statements 


Section 5 (a) of the bill amends section 105 (e) (1) of the act by 
eliminating the mandatory filing of financial statements in cases 
where the aggregate of the amounts received or accrued under re- 
negotiable contracts or subcontracts during a particular fiscal year 
are not more than the minimum amounts prescribed in section 
105 (f) (1) or (2). In such cases, however, the contractor may, if he 
so elects, file the appropriate financial statement in order to start the 
running of the period of limitations set forth in section 105 (c) as 
amended by section 5 (b) of this act. 

Section 105 (e) (1) has been further amended to provide that if the 
Board specifically requests any person holding renegotiable contracts 
or subcontracts to furnish any information, records, or data which 
are determined by the Board to be necessary to carry out the provi- 
sions of the act, such person will be required to furnish the information 
whether or not he has filed a financial statement. It is intended that 
the Board will not exercise this authority with respect to a contractor 
who has made no filing or who has filed the elective financial statement 
referred to in section 105 (e) (1), except where the Board has reason to 
believe that such contractor is required to file the mandatory financial 
statement prescribed in the section. Information may not be required 
of any person for the purpose of determining excessive profits for any 
fiscal year after the date on which all his liabilities for excessive profits 
for that year have been discharged. If he files a financial state- 
ment for any fiscal year, the Board is precluded, after 1 year from the 
date of filing, in the absence of fraud or malfeasance or willful mis- 
representation of a material fact, from obtaining information from 
him with respect to that year unless renegotiation proceedings for 
that year have been commenced. If renegotiation proceedings have 
been commenced within the time prescribed in section 105 (ec), then, 
in the absence of fraud or malfeasance or willful misrepresentation 
of a material fact, the Board is precluded from obtaining additional 
information after the expiration of 2 years (or any longer agreed 
period) from the commencement of the renegotiation proceedings, 
or after the liabilities of the contractor for such year have been 
otherwise discharged. 

As under present law, any person who willfully fails to furnish 
any statement or information required of him under this subsection, 
or who knowingly furnishes any statement or information containing 
information which is false or misleading in any material respect, 
will upon conviction be punished by a fine of not more than $10,000 
or imprisonment for not more than 1 year, or both. 

Section 5 (b) of the bill amends section 105 (c) of the act to provide 
that the periods of limitations prescribed therein will not run in case 
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of fraud or malfeasance or willful misrepresentation of a material fact. 
The amendments made by section 5 will apply only with respect to 
fiscal years ending after June 30, 1956. 


Section 6. Raising the statutory floor 


Section 6 (a) of the bill amends section 105 (f) (1) of the act to 
increase the statutory floor below which sales cannot be renegotiated 
from $500,000 of renegotiable receipts or accruals to $1 million. This 
liberalizing amendment will be available to any contractor or sub- 
contractor whose fiscal year ends after June 30, 1956. Under section 
105 (f) (3), where a fractional year is involved the statutory floor is 
reduced to the same fractional part thereof. Section 6 (b) of the bill 
makes a conforming change in this paragraph to reflect the increase in 
the statutory floor to $1 million. 

The present act contains no provision for prorating the statutory 
floor where a contractor’s fiscal year begins before and ends after the 
date of termination of renegotiation. Section 6 (b) (2) of the bill 
provides that in such a case the $1 million floor and the $25,000 floor 
shall be prorated according to the number of days in such fiscal year 
before the close of the termination date. 

For example, a contractor is on a fiscal year ending November 30. 
During his fiscal year ending November 30, 1959, his renegotiable 
receipts or accruals are $1 million. He has no subcontracts of the 
type set forth in 103 (g) (3) subject to the $25,000 floor. The statu- 
tory floor in this case would be 31/365 $1,000,000, or $84,931.51. 


Vv 


Section 7. Transactions between companies under common control 


Under section 105 (f) (3), transactions between members of a related 
group described therein are eliminated in applying the applicable 
statutory floor. 

Section 7 of the bill would amend section 105 (f) (3) to provide 
that receipts from commission-type subcontracts described in section 
103 (g) (3) will not be excluded in determining the receipts or accruals 
of the related group for the purposes of applying the $25,000 floor 
provided by section 105 (f) (2). Seetion 7 (b) of the bill provides that 
this amendment will apply to years ending on or after June 30, 1956. 

The operation of this amendment may be illustrated by the following 
example: A parent corporation receives during a fiscal year ending 
after June 30, 1956, $10,000 from its subsidiary as a commission for 
procuring renegotiable contracts. It receives other such commissions 
from outsiders of $20,000. Under the present law the $10,000 com- 
mission is eliminated. Under the bill this amount is not eliminated 
in computing the aggregate receipts or accruals of the group for the 
purpose of applying the $25,000 floor. Since this aggregate exceeds 
$25,000, the entire amount of the parent’s commissions may be re- 
negotiated. 


Section 8. Subcontracts under contracts with nontaxable and tax-exempt 
organizations 

Section 106 (a) (7) of the present act provides that subcontracts 

under contracts or subcontracts exempt under any paragraph of sub- 


section 106 (a), other than paragraph (8), are exempt. Thus, supply 
subcontracts under a defense research contract with a university, State 


or private, are exempt. Section 8 of the bill provides that subcon- 
tracts under contracts with nontaxable governmental bodies described 
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in paragraph (1) or under contracts or subcontracts with tax-exempt 
organizations described in paragraph (5) of section 106 (a) will not 
be exempt from renegotiation under paragraph (7). 

The amendment made by section 8 (a) of the bill applies only to 
subcontracts with tax-exempt or nontaxable organizations made after 
June 30, 1956. 


Section 9. Standard commercial articles and services. 


Section 9 of your committee’s bill revises the exemption provided 
under present law for standard commercial articles and services. As 
revised, the exemption is placed in a new subsection (e) of section 106 
to facilitate arrangement of the provision. This will still be a man- 
datory exemption for an article or service meeting the qualifications 
set out in the statute. 

The condition of present law, that the exemption will not be allowed 
if the Board makes a specific finding, with respect to the article or 
service claimed, that competitive conditions affecting its sale are such 
as will not reasonably prevent exeessive profits, has been eliminated. 
Unlike present law, it is provided that there will be no standard 
commercial article or service exemption with respect to receipts or 
accruals during a national emergency proclaimed by the President or 
declared by the Congress after the date of enactment. 

As under present law, four categories are covered by this exemption. 
These are: (1) A standard commercial article, (2) an article which is 
identical in every material respect with a standard commercial article, 
(3) a standard commercial service, and (4) a service which is reasonably 
comparable with a standard commercial service. 

Receipts or accruals from the sales of an article which is a standard 
commercial article under the definition in paragraph 2 (B) will be 
automatically exempt from renegotiation with the requirement of an 
application to the Board. The contractor will not have the right to 
waive this exemption, and receipts or accruals with respect to these 
articles are not includible as renegotiable sales in his financial state- 
ment. 

With respect to the other three categories listed above, the con- 
tractor must file an application with the Board in order to get the ex- 
emption, which will have effect only for the year with respect to which 
it was filed. The contractor cannot be required to file an application 
if he does not choose to do so. The application will contain such in- 
formation as the Board deems necessary for its determination. The 
Board must take its action within 3 months after the filing of an ade- 
quate application. If it fails to make a determination within this 
period, the exemption is allowed. 

Paragraph (2) provides various rules and definitions necessary for 
the operation of the exemption. Subparagraph (A) defines article 
in the same manner as under present law. The term “article” as 
used in this paragraph is to be given a narrow meaning. The only 
differences that can be tolerated within the category of a single article 
are differences in dimensions or size, or such nonfunctional differences 
as color or markings, which in either case do not involve price differ- 
ences. Thus, if copper tubing is quoted and sold at a stated price per 
lineal foot, sales of such tubing are considered to be sales of a single 
article, although different customers may buy it in different lengths. 
On the other hand, and ignoring volume or other discounts, if 1-foot 
lengths of copper tubing are quoted and sold at one stated price, and 
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2-foot- lengths are quoted and sold at a price other than exactly double, 
then there is a difference in price and each such length of tubing is 
considered to be a separate article. 

If only 1 of 2 articles is a standard commercial article, the other 

ay still qualify for exemption as “identical in every material respect”’ 
under paragraph 2(C) upon a showing that they both are of the same 
kind and e of the same or substitute materials and that the 
prices are reasonably comparable. 

Subparagraph (B) defines the term “standard commercial article” 
differently from present law. The new definition is concerned solely 
with sales by the contractor or subcontractor himself; there is no 
reference to, and there can be no reliance upon, the status of the 
particular article in other firms or in industry generally. The new 
definition involves two requirements, both of which must be met or 
the exemption will not apply. The first requirement is that the 
contractor follow either of two specific methods of handling sales— 
that is, from stock or from a price schedule; the second requirement is 
that there be a sufficient quantity of nonrenegotiable sales (35 percent) 
to provide a tested market price. 

he first requirement is provided in clause (i) of subparagraph (B). 
An article will satisfy this requirement if it is customarily maintained 
in continuing inventory by the contractor or subcontractor with sales 
made from this stock. here a stock is not maintained, the article 
will —— under this test only if it is sold in accordance with a price 
schedule regularly maintained by the contractor or subcontractor. 
The expression “offered for sale in accordance with a price schedule 
regularly maintained”’ is to be understood as meaning that these prices 
and terms are made known to customers generally. This could be 
done, for — by a published catalog or by a posted price list. 
The price schedule need not have the price of every type of article. 
It may, for example, show the prices of three basic articles, and then 
indicate extra charges that would be added to the basic prices for 
other articles containing specific variations. A schedule may be 
regularly maintained even though during the year there may be 
general price adjustments, including seasonal adjustments. 

The second requirement in the standard commercial article defini- 
tion is contained in clause (ii) and goes to the quantity of nonrenegoti- 
able sales. The contractor need only subtract from his total receipts 
or accruals in the fiscal year and the preceding fiscal year from sales 
of the article those receipts or accruals which would be subject to 
renegotiation without regard to this subsection, and without regard 
to the partial mandatory exemption for new durable productive equip- 
ment provided by section 106 (c). The balance must be at least 
35 percent of the total receipts or accruals in the fiscal year and the 
preceding fiscal year from sales of such article. 

The exemption of standard commercial articles may be illustrated 
as follows: A contractor sells typewriters which he manufactures to 
order. His catalog lists a standard office model with no difference 
in price in either a black or gray finish, but $1 higher if equipped with 
elite type rather than pica type. The contractor in the fiscal year 
under review and the preceding fiscal year has renegotiable sales of 
$100,000 for black standard office typewriters with elite type. Non- 
renegotiable sales of this item are $10,000. Of the gray typewriter 
with elite type, there are no renegotiable sales and $90,000 of non- 
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renegotiable sales. Of total sales of $200,000, 50 percent are non- 
renegotiable and thus the article qualifies for exemption as a standard 
commercial article in the year under review. Typewriters with pica 
type are considered different articles and tested separately. 

Subparagraph (C) defines an article which is “identical in every 
material respect with a standard commercial article.’””’ The require- 
ments that the article be of the same kind and be manufactured of 
the same or substitute materials have the same meaning as under 
present law. The requirement of “same industrial or commercial 
use’’ contained in present law has been dropped as a specific require- 
ment. This recognizes that the same article may in some cases be 
put to different uses. Ordinarily, however, use may be taken as one 
indication of sameness of kind. 

The phrase ‘of the same kind” in the substantial identity test 
should be fairly narrowly construed to exclude unreasonable devia- 
tions from the article offered for comparison. For example, an ultra- 
precision bearing manufactured to extremely close tolerances is not 
considered to be an article of the same kind as a bearing manufactured 
to much wider tolerances even though they may be of the same con- 
tent. Also, a capacitor for an aircraft electronic assembly, having an 
estimated reliability ratio of 1 unit in 20,000 units and requiring 
40 hours to manufacture, is not considered to be an article of the 
same kind as a capacitor for a commercial radio, having an estimated 
reliability ratio of 1 unit in only 200 units and requiring only 2 hours 
to manufacture. The term should also be construed to exclude 
obviously unlike articles which, for accounting or other purposes of the 
contractor, may be grouped together by him in a single general classi- 
fication. Ordinary commercial plate and armor plate for example, 
are not considered to be articles of the same kind although both may 
be carried by the contractor under the single accounting classification 
of “plate.”’ 

Aluminum sheet made of an alloy containing 5 percent zinc is not 
an article of the ‘“‘same or substitute materials” as aluminum sheet of 
the same dimensions but made from an alloy containing 4 percent 
copper and having significantly different performance characteristics 
such as melting temperature, strength, etc. Because of these differ- 
ences, and the fact that one of these alloys is used predominantly in 
high-speed airplane construction and that users are willing to pay a 
considerably higher price for it, the two types of aluminum sheet 
would also not be considered to be articles of the same kind. <A 
difference in content that does not change the kind of article involved 
could be considered to involve a substitute material. 

Clause (ii) of subparagraph (C) requires that the article being 
compared to a standard commercial article must be sold at a price that 
is reasonably comparable to the price of the latter. The term “reason- 
ably comparable’’ here means that such differences as exist between 
the prices of the two articles must be explainable in terms of market- 
tested differentials established in the contractor’s or subcontractor’s 
established commercial pricing pattern for articles of the same kind 
without resort to cost analyses. To illustrate this test, consider that 
the contractor sells pipe in the following sizes only and lists the 
following prices in his catalog: 
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; Wall thickness 
Inside diameter 
0.15 inch 0.20 inch 0.25 inch 
(Price per linear foot) 
COs ndr cde caknctaukdasatenbtucdhashetalecceie cedenadaedtins $0. 10 $0.14 $0.18 
ee ea es ae Ee Pe ae 15 -21 -27 
i aikins tng cnu eas cins-abinnchnuchinnananwantnSonmabeateasia .19 -27 35 














It may happen that the Army is the sole purchaser of 2-inch pipe 
of .15-inch a thickness. From the evidence of the interrelationships 
of the other established market prices listed, it can be seen that the 
price of the defense product is consistent with the market-tested 
relationships implicit between pipe of different diameter and different 
wall thickness. In the above case the contractor could have such 
low sales of pipe of 3-inch diameter that there would be no market- 
tested indications of the appropriate price variations as the diameter 
of pipe increases. In such case a 15-cent price for 2-inch pipe would 
not be considered a reasonably comparable price with a 10-cent price 
for l-inch pipe. Again, if each size pipe indicated above were sold 
entirely to commercial customers and the contractor also sold 5-inch 
pipe to the military, it would not be possible for the contractor to 
establish that such pipe was sold at a price reasonably comparable 
with the prices of the other sizes since there would be no indication 
of how the contractor’s market prices would vary for commercial sales 
of pipe in diameters significantly above 3 inches. 

While the basic meaning of the expression ‘‘reasonably comparable” 
goes to this idea of vipioininbilits of price differences in terms of 
market established relationships, the term will also cover other 
differences of any origin which the Board considers to be of negligible 
importance. The expression does not cover a difference in price not 
covered by the contractor’s commercial price schedules but which is 
alleged to be consistent with the cost differences between the articles. 
The appropriate place for evaluating cost factors is in a renegotiation 
honed not in an application for exemption from renegotiation. 

Clause (iii) of subparagraph (C) requires that for an article to be 
exempt as ‘“‘identical in every material respect” with a standard com- 
mercial article, at least 35 percent of the aggregate receipts or accruals 
in the fiscal year by the contractor or subcontractor from sales of 
both such article and such standard commercial article are not 
(without regard to this subsection and subsection (c) of section 106) 
renegotiable. 

Paragraph 3 of this subsection provides a special rule that deals 
with the situation of a contractor or subcontractor who claims either 
that an article is identical in every material respect with more than 
one standard commercial article, or that two or more articles are 
identical in every material respect with one or more standard com- 
mercial articles. In this case 1t is required that the 35-percent test 
of clause (iii) of subparagraph (C) be applied to the entire group of 
articles involved in such comparison. This group comprises the fol- 
lowing: 

(1) The article in question. 

(2) The one or more standard commercial articles with which 
it is being compared (the number selected at the option of the 
contractor or subcontractor). 
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(3) Any other articles for which the contractor or subcontractor 
is claiming exemption as being identical in every material respect 
with the one or more standard commercial articles in (2). 

To illustrate the application of this test, consider again the pipe 
case just stated. Let the sales of selected categories be as follows: 














Article Sales in thousands of 
dollars 

Pipe diameter Wall thickness — Nonrene- 

e gotiable 
1 EE LER SE SOE Sk AE PIED ET AGRE 0.15 inch. ........- 0 b) 
WN ato no nat ag cibeiesacepaavdbnekabapiicus cmmenee OTS Ue. . cn ncnee 65 0 
DIO ih bicb tea dcbhdinbicebiidindinicciehta pkdoceneelahedinlee 0.15 inch. ......... 0 15 
ARSON BBR BEE IIRC RES MOE Ce IE. wnnsence 85 0 
5 RR FAAS NENTS RIESE ee) PEER CT 0.25 inch... ........ 0 15 
150 a) 














In the case given, the contractor could claim the 2—-0.15 pipe-as ex- 
empt based on comparison with the 1—-0.15 and the 3-0.15. Nonre- 
negotiable sales would then be 35 out of 100. He would not be able 
to bring the 1-0.20 and the 1-0.25 pipe into the same comparison 
because then the nonrenegotiable sales would be only 50 in 200, or 
25 percent. 

he exemption is not intended to extend to an article which does 
not itself meet any of the tests contained in the statutory definition, 
even though its component materials or ingredients do or may qualify 
for exemption under such tests. Jet fuel, for example, rade not 
qualify for exemption even though it is composed of ingredients which 
may qualify. Similarly, a complicated fire-control system used in 
conjunction with antiaircraft guns would not qualify for exemption 
even though its components, such as relays, wires, and other elec- 
trical parts, might so qualify. 

Subparagra h (D) defines service in the same manner as present 
law. As in the case of articles, this is to be understood as meaning 
that there cannot be included in the category of the same service 
two services which involve a different price. Subparagraph (E) pro- 
vides that to be classed as a standard commercial service the contractor 
must get at least 35 percent of his receipts or accruals from the per- 
formance of the service, in the year for which exemption is claimed, 
under contracts which (without regard to this subsection) are not 
renegotiable. 

Subparagraph (F) defines a service which is reasonably comparable 
with a standard commercial service. The qualitative test of simi- 
larity in clause (i) is the same as that contained in present law. Clause 
(ii) contains the requirement that of the sales of the service in ques- 
tion and the sales of the standard commercial service with which it is 
being compared, at least 35 percent must be sales which (without the 
application of this subsection) would not be renegotiable. This will 
operate in the same manner as the combined 35 percent test in the 
case of an article claimed to be identical in every material respect with 
a standard commercial article. Even though this is a single year 
test, the nonrenegotiable sales of the basic standard commercial 
article must aggregate at least 35 percent of the total sales of that 
article in the fecal year under review and the preceding fiscal year. 
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It is not intended that the exemption of services should be limited 
to those performed on standard commercial articles. It should be 
available to any contractor who performs a service within the defini- 
tion of a “standard commercial service,” even though he performs 
it on an article which does. not itself qualify for exemption. For 
example, if a contractor who produces aircraft parts furnishes them 
to a subcontractor for plating, the subcontractor is not precluded from 
obtaining the exemption merely because the aircraft parts are not 
exempt. 

The new provisions of section 106 (e) are made applicable beginning 
with the first fiscal year of the contractor or subcontractor which ends 
after June 30, 1956. 


Section 10. Filing of bond with the Tax Court 


Section 108 of the act provides that an order of the Renegotiation 
Board will be stayed where a contractor or subcontractor files a peti- 
tion with the Tax Court “if within 10 days after the filing of the 
ea the petitioner files with the Tax Court a good and sufficient 

ond, approved by such court, in such a manner as may be fixed by 
the court.” This committee believes that it was the intent of Con- 
gress that no order of the Board should be stayed unless an adequate 

ond was posted with the Tax Court. Section 10 of the bill makes 
this intention clear by providing that an order may be stayed ‘‘only” 
when such bond is posted. This amendment is made effective from 
the date of the original enactment of the act. 


Section 11. Venue of appeal from the Tax Court 


Court decisions under present law indicate that where a decision of 
the Tax Court in a renegotiation case is reviewable, an appeal may 
be taken only to the United States Court of Appeals for the District 
of Columbia. 

Section 11 of the bill inserts a new section 108A which would allow 
an appeal from a decision of the Tax Court in a renegotiation case, 

(to the extent subject to review), to be taken to the United States 
court of appeals for the circuit in which is located the office to which 
the contractor or subcontractor made his Federal income-tax return 
for the taxable year which corresponds to the fiscal year with respect 
to which the decision of the Tax Court was made. If no return was 
made, the case may be reviewed by the United States Court of Ap- 
peals for the District of Columbia. 

Under section 7482 (b) (2) of the Internal Revenue Code of 1954 the 
Secretary of the Treasury or his delegate is authorized to enter into 
an agreement with the taxpayer to stipulate any United States court 
of + yw as proper for the review of a particular tax case. Section 
108A (2), added or section 11 of this bill, would permit the Attorney 
General and the contractor or subcontractor to stipulate any United 
States court of appeals as the court of review of a Tax Court decision 
in a particular renegotiation case. 

Your committee does not intend to make a change in the scope of 
review of T'ax Court decisions but broadens the venue of appeals in 
renegotiation cases where the question involved is subject to review. 


Section 12. Prosecution of claims against the United States by former 
personnel 


Section 113 of the act provides that any person ge cd in a de- 
partment or the Board at any time from July 1, 1950, through Decem- 
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ber 31, 1953, is not prevented by title 18, United States Code, sections 
281 and 283, or section 190 of the Revised Statutes (U.S. C., title 5, 
sec. 99) from acting as counsel, agent, or attorney for prosecuting any 
claim against the United States; provided that such person may not 
prosecute any claim against the United States (1) involving any sub- 
ject matter directly connected with which such person was so em- 
ployed, or (2) during the period of his employment. 

This section of the act is amended by section 12 of the bill by striking 
out the time limitation on the application of the section. 

The effect of this amendment is to relieve, from the restrictions of 
the cited statutes, persons employed in a department or the Board 
at any time. This includes Board members. The amendment has 
the further effect of barring such persons permanently from prosecut- 
ing any claim against the United States involving any subject matter 
directly connected with which they were so employed. Without such 
amendment, only persons employed in a department or the Board 
through December 31, 1953, would be permanently so barred. 


Section 13. Reports te Congress 


This section adds to the act a new section 114 requiring the Board 
to make an annual report of its activities to the Congress. The first 
such report is required to be submitted on or before January 1, 1957. 
Su uent reports will be due on or before January 1 of each year 
thereafter. Each such report will cover the preceding year ending 
on June 30 and will include, with respect to such preceding year, 
such information as the number and location of persons in the employ- 
ment of the Board; the administrative expenses incurred by th: 
Board; statistical data relating to filings by contractors and subcon- 
tractors, and to the conduct and disposition of renegotiation proceed- 
ings with respect to filings made during and preceding such year; an 
explanation of the principal changes made by the Board in its regula- 
tions and operating procedures; the number of renegotiation cases 
disposed of by, and the number pending in, the Tax Court, each 
United States court of appeals, and the Supreme Court; and such 
other information as the Board deems appropriate. 


IV. Cuances 1x Existine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


THE RENEGOTIATION ACT OF 1951 


To provide for the renegotiation of contracts, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the ‘“Renegotiation Act of 1951”’. 
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TITLE I—RENEGOTIATION OF CONTRACTS 


SEC. 101. DECLARATION OF POLICY 


It is hereby recognized and declared that the Congress has made 
available for the execution of the national defense program extensive 
funds, by appropriation and otherwise, for the procurement of prop- 
erty, processes, and services, and the construction of facilities neces- 
sary for the national defense; that sound execution of the national 
defense program requires the elimination of excessive profits from 
contracts made with the United States, and from related subcontracts, 
in the course of said program; and that the considered policy of the 
Congress, in the interests of the national defense and the general wel- 
fare of the Nation, requires that such excessive profits be eliminated 
as provided in this title. 

SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 


(a) In Generat.—The provisions of this title shall be applicable 
(1) to all contracts with the Departments specifically named in section 
103 (a), and related subcontracts, to the extent of the amounts received 
or accrued by a contractor or subcontractor on or after the first day 
of January 1951, whether such contracts or subcontracts were made 
on, before, or after such first day, and (2) to all contracts with the 
Departments designated by the President under section 103 (a), and 
related subcontracts, to the extent of the amounts received or accrued 
by a contractor or subcontractor on or after the first day of the first 
month beginning after the date of such designation, whether such 
contracts or subcontracts were made on, before, or after such first 
day[; but the provisions of this title shall not be applicable to receipts 
or accruals attributable to performance, under contracts or subcon- 
tracts, after December 31, 1956]. 

(b) PerForMANCE Prior To Juty 1, 1950.—Notwithstanding the 
provisions of subsection (a), the provisions of this title shall not apply 
to contracts with the Departments, or related subcontracts, to the 
extent of the amounts received or accrued by a contractor or subcon- 
tractor on or after the lst day of January 1951, which are attribut- 
able to performance, under such contracts or subcontracts, prior to 
July 1, 1950. This subsection shall have no application in the case 
of contracts, or related subcontracts, which, but for subsection (c), 
would be subject to the Renegotiation Act of 1948. 

(ce) TeERMINATION.— 

(1) In ceneraL.—The provisions of this title shall apply only 
with respect to receipts and accruals, under contracts with the De- 
partments and related subcontracts, which are determined under 
regulations prescribed by the Board to be reasonably attributable to 
performance prior to the close of the termination date. Notwith- 
standing the method of accounting employed by the contractor or 
subcontractor in keeping his records, receipts or accruals determined 
to be so attributable, even if received or accrued after the termination 
date, shall be considered as having been received or accrued not later 
than the termination date. For the purposes of this title, the term 
“termination date” means December 31, 1958. 

(2) TeRMINATION OF STATUS AS DEPARTMENT.—When the status 
of any agency of the Government as a Department within the meaning 
of section 103 (a) is terminated, the provisions of this title shall 
apply only with respect to receipts and accruals, under contracts 
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with such agency and related subcontracts, which are determined 
under regulations prescribed by the Board to be reasonably attribu- 
table to performance prior to the close of the status termination date. 
Notwithstanding the method of accounting employed by the contractor 
or subcontractor in keeping his records, receipts or accruals deter- 
mined to be so attributable, even i received or accrued after the status 
termination date, shall be considered as having been received or ac- 
crued not later than the status termination date. For the purposes 
of this paragraph, the term “status termination date” means, 
with respect to any agency, the date on which the status of such agenc 

' asa Department within the meaning of section 108 (a) is seveviiaiied. 

[(c)] (d) Renecoritation Act or 1948.—The Renegotiation Act 
of 1948 shall not be applicable to any contract or subcontract to the 
extent of the amounts received or accrued by a contractor or sub- 
contractor on or after the Ist day of January 1951, whether such 
contract or subcontract was made on, before, or after such first day. 
In the case of a fiscal year beginning in 1950 and ending in 1951, if a 
contractor or subcontractor has receipts or accruals prior to January 
1, 1951, from contracts or subcontracts subject to the Renegotiation 
Act of 1948, and also has receipts or accruals after December 31, 1950, 
to which the provisions of this title are applicable, the provisions of 
this title shall, notwithstanding subsection (a), apply to such receipts 
and accruals prior to January 1, 1951, if the Board and such contractor 
or subcontractor agree to such application of this title; and in the case 
of such an agreement the provisions of the Renegotiation Act of 1948 
shall not apply to any of the receipts or accruals for such fiscal year. 

(d)] (e) Suspension or Certain Prorit Limrrations.—Not- 
withstanding any agreement to the contrary, the profit-limitation 
provisions of the Act of March 27, 1934 (48 Stat. 503, 505), as amended 
and supplemented, and of section 505 (b) of the Merchant Marine 
Act, 1936, as amended and supplemented (46 U.S. C. 1155 (b)), shall 
not apply, in the case of such Act of March 27, 1934, to any contract 
or subcontract if any of the receipts or accruals therefrom are subject 
to this title or would be subject to this title except for the provisions 
of section 106 [(a) (8)] (e) and, in the case of the Merchant Marine 
Act, 1936, to any contract or subcontract entered into after December 
31, 1950, if any of the receipts or accruals therefrom are subject to 
this title or would be subject to this title except for the provisions of 
section 106 [(a) (8)] (e). 

SEC. 103. DEFINITIONS, 

For the purposes of this title— 

[(a) Derarrment.—The term “Department” means the Depart- 
ment of Defense, the Department of the Army, the Deparimen’ of the 
Navy, the Department of the Air Force, the Department of Com- 
merce, the General Services Administration, the Atomic Energy 
Commission, the Reconstruction Finance Corporation, the Canal 
Zone Government, the Panama Canal Company, the Housing and 
Home Finance Agency, and such other agencies of the Government 
exercising functions having a direct and immediate connection with 
the national defense as the President shall designate. ] 

(a) Deparrment.—The term “ Department’? means the Department 
of Defense, the Department of the Army, the Department of Na 
the Department of the Air Force, the Maritime Administration, 
General Services Administration, and the Atomic Energy Commission. 
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Such term also includes any other agency of the Government exercising 
functions having a direct and immediate connection with the national 
defense which is designated by the President during a national emergency 
proclaimed by the President, or declared by the Congress, after the date of 
the enactment of the Renegotiation Amendments ‘Act of 1956; but such 
designation shall cease to be in effect on the last day of the month during 
which such national emergency is terminated. 

(b) Sscrerary.—The term “Secretary”? means the Secretary of 
Defense, the Secretary of the Army, the Secretary of the Navy, the 
Secretary of the Air Force, the Secretary of Commerce (with respect 
to the Maritime Administration), the Administrator of General Services, 

the Chairman of] the Atomic Energy Commission, [the Board of 

irectors of the Reconstruction Finance Corporation, the Governor 
of the Canal Zone, the president of the Panama Canal Company, the 
Housing and Home Finance Administrator,] and the head of any other 
agency of the Government which the President shall designate as a 
Department pursuant to subsection (a) of this section. 

(c) Boarpv.—The term “Board” means the Renegotiation Board 
created by section 107 (a) of this Act. 

(d) Renecorrate AND Renecoriation.—The terms “renegotiate” 
and “renegotiation” include a determination by agreement or order 
under this title of the amount of any excessive profits. 

(e) Excrsstve Prorits.—The term “excessive profits’? means the 
portion of the profits derived from contracts with the Departments 
and subcontracts which is determined in accordance with this title to 
be excessive. In determining excessive profits favorable recognition 
must be given to the efficiency of the contractor or subcontractor, with 
particular regard to attainment of quantity and quality production, 
reduction of costs, and economy in the use of materials, facilities, and 
manpower; and in addition, there shall be taken into consideration 
the following factors: 

(1) Reasonableness of costs and profits, with particular regard 
to volume of production, normal earnings, and comparison of 
war and peacetime products; 

(2) The net worth, with particular regard to the amount and 
source of public and private capital employed; 

(3) Extent of risk assumed, including the risk incident to 
reasonable pricing policies; 

(4) Nature and extent of contribution to the defense effort, 
including inventive and developmental contribution and coopera- 
tion with the Government and other contractors in supplying 
technical assistance; 

(5) Character of business, including source and nature of 
materials, complexity of manufacturing technique, character and 
extent of subcontracting, and rate of turn-over; 

(6) Such other factors the consideration of which the public 
interest and fair and equitable dealing may require, which factors 
shall be published in the regulations of the Board from time to 
time as adopted. 

(f) Prorits Dertvep From Contracts Wits tHE DEPARTMENTS 
AND Suscontracts.—The term “profits derived from contracts with 
the Departments and subcontracts’”’ means the excess of the amount 
received or accrued under such contracts and subcontracts over the 
costs paid or incurred with respect thereto and determined to be 
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allocable thereto. All items estimated to be allowed as deductions and 
exclusions under chapter 1 of the Internal Revenue Code (excluding 
taxes measured by income) shall, to the extent allocable to such con- 
tracts and subcontracts, be allowed as items of cost, except that no 
amount shall be allowed as an item of cost by reason of the application 
of a carry-over or carry-back. Notwithstanding any other provision 
of this section, there shall be allowed as an item of cost in any fiscal 
year ending before December 31, 1956, subject to regulations of the 

oard, an amount equal to the excess, if any, of costs (computed 
without the application of this sentence) paid or incurred in the pre- 
ceding fiscal year with respect to receipts or accruals subject to the 
provisions of this title over the amount of receipts or accruals subject 
to the provisions of this title which were received or accrued in such 
preceding fiscal year, but only to the extent that such excess did not 
result from gross inefficiency of the contractor or subcontractor. 
For the purposes of the preceding sentence, the term ‘‘preceding fiscal 
year’’ does not include any fiscal year ending prior to January 1, 1951. 
Costs shall be determined in accordance with the method of account- 
ing regularly employed by the contractor or subcontractor in keeping 
his records, but, if no such method of accounting has been employed, 
or if the method so emploved does not, in the opinion of the Board, 
or, upon redetermination, in the opinion of The Tax Court of the 
United States, properly reflect such costs, such costs shall be deter- 
mined in accordance with such method as in the opinion of the Board, 
or, upon redetermination, in the opinion of The Tax Court of the 
United States, does properly reflect such costs. In determining the 
amount of excessive profits to be eliminated, proper adjustment shall 
be made on account of the taxes measured by income, other than 
Federal taxes, which are attributable to the portion of the profits 
which are not excessive. 

(g) Susconrract.— The term “subcontract”? means— 

(1) any purchase order or agreement (including purchase 
orders or agreements antedating the related prime contract or 
higher tier subcontract) to perform all or any part of the work, 
or to make or furnish any materials, required for the performance 
of any other contract or subcontract, but such term does not 
include any purchase order or agreement to furnish office supplies; 

(2) any contract or arrangement covering the right to use any 
patented or secret method, formula, or device for the performance 
of a contract or subcontract; and 

(3) any contract or arrangement (other than a contract or 
arrangement between two contracting parties, one of whom is 
found by the Board to be a bona fide executive officer, partner, 
or full-time employee of the other contracting party) under 
which— 

(A) any amount payable is contingent upon the procure- 
ment of a contract or contracts with a Department or of a 
subcontract or subcontracts; or 

(B) any amount payable is determined with reference to 
the amount of a contract or contracts with a Department or 
of a subcontract or subcontracts; or 

(C) any part of the services performed or to be performed 
consists of the soliciting, ee to procure, or procuring 
a contract or contracts with a Department or a subcont: act 
or sucontracts. 
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Nothing in this subsection shall be construed (i) to affect in any way 
the validity or construction of provisions in any contract with a 
Department or any subcontract, heretofore at any time or hereafter 
made, prohibiting the payment of contingent fees or commissions; or 
(ii) to restrict in any way the authority of the Board to determine 
the nature or amount of selling expense under subcontracts as defined 
in this subsection, as a proper element of the contract price or as a 
reimbursable item of cost, under a contract with a Department or a 
subcontract. 

(h) Fiscan Year.—The term “fiscal year’? means the taxable year 
of the contractor or subcontractor under chapter 1 of the Internal 
Revenue Code, except that where any readjustment of interests occurs 
in a partnership as defined in section 3797 (a) (2) of such code, the 
fiscal year of the partnership or partnerships involved in such read- 
justment shall be determined in accordance with regulations prescribed 

v the Board. 

(i) Recetvep or AccrUED AND Parp or INcurRED.—The terms 
“received or accrued” and “paid or incurred” shall be construed ac- 
cording to the method of accounting employed by the contractor or 
subcontractor in keeping his records, but Pno such method of account- 
ing has been employed, or if the method so employed does not, in the 
opinion of the Board, or, upon redetermination, in the opinion of The 

ax Court of the United States, properly reflect his receipts or accruals 
or payments or obligations, such receipts or accruals or such payments 
or obligations shall be determined in accordance with such method as 
in the opinion of the Board, or, upon redetermination, in the opinion 
of The Tax Court of the United States, does properly reflect such 
recespts or accruals or such payments or obligations. 

(j) Person.—The term “person” shall include an individual, firm, 
corporation, association, partnership, and any organized group of per- 
sons whether or not incorporated. 

(k) Marertats.—The term “materials” shall include raw materials, 
articles, commodities, parts, assemblies, products, machinery, equip- 
ment, supplies, components, technical data, processes, and other per- 
sonal property. 

(1) Acency or THE GOVERNMENT.—The term “agency of the Gov- 
ernment’’ means any part of the executive branch of the Government 
or any independent establishment of the Government or part thereof, 
including any department (whether or not a Department as defined in 
subsection (a) of this section), any corporation wholly or partly owned 
by the United States which is an instrumentality of the United States, 
or any board, bureau, division, service, office, officer, employee, author- 
ity, administration, or other establishment of the Government which 
is not a part of the legislative or judicial branches. 

(m) Two-Year Loss CarryrorwAarD.— 

(1) AtLtowance.—Notwithstanding any other provision of this 
section, the renegotiation loss deduction for any fecal year ending 


on or after December 31, 1956, shail be aliowed as an item of cost in 
such fiscal year, under regulations of the Board. 
(2) Derinirions.—For the purposes of this subsection— 

(A) The term “renegotiation loss deduction’? means, for 
any fiscal year ending on or after December 31, 1956, the sum 
ae renegotiation loss carryforwards to such fiscal year from 

preceding two fiscal years. 
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(B) The term “renegotiation loss’’ means, for any fiscal 
year, the excess, if any, of costs computed without the applica- 
tion of this subsection and the third sentence of subsection (f) 
paid or incurred in such fiscal year with respect to receipts or 
accruals subject to the provisions of this title over the amount of 
receipts or accruals subject to the provisions of this title which 
were received or accrued in such fiscal year, but only to the 
extent that such excess did not result from gross inefficiency of 
the contractor or subcontractor. 

(8) AmounT oF CARRYFORWARDS.—A renegotiation loss for any 
fiscal year (hereinafter in this paragraph referred to as the ‘‘loss 
year’) shall be a renegotiation loss carryforward to the first fiseal 
year succeeding the loss year. Such renegotiation loss, after bein 
reduced (but not below zero) by the profits derived from contracts wit 
the Departments and subcontracts in the first fiscal year succeeding 
the loss year, shall be a renegotiation loss carryforward to the second 
Jiscal year succeeding the loss year. For the purposes of the preceding 
sentence, the profits derived from contracts with the Departments and 
subcontracts in the first fiscal year succeeding the loss year shall be 
computed as follows: 

(A) If such first fiscal year ends on or after December 31, 
1956, such profits shall be computed by determining the amount 

.. of the renegotiation loss deduction for such first fiscal year with- 
ae out regard to the renegotiation loss for the loss year. 
|  (B) If such first fiscal year ends before December 31, 1956, 
es such profits shall be computed without regard to any renegotia- 
: tion loss for the loss year or any fiscal year preceding the loss 
year. 
SEC. 104, RENEGOTIATION CLAUSE IN CONTRACTS. 

Subject to section 106 (a) the Secretary of each Department specifi- 
cally named in section 103 (a) shall insert in each contract made by 
such Department thirty days or more after the date of the enactment 
of this Act, and the Secretary of each Department designated by the 
President under section 103 (a) shall insert in each contract made 
by such Department thirty days or more after the date of such 
designation, a provision under which the contractor agrees— 

(1) to the elimination of excessive profits through renego- 
tiation; 
(2) that there may be withheld by the United States from 
F amounts otherwise due the contractor, or that he will repay to the 
é United States, if paid to him, any excessive profits; 

(3) that he will insert in each subcontract described in section 
103 (g) a provision under which the subcontractor agrees— 

(A) to the elimination of excessive profits through re- 
negotiation; 

(B) that there may be withheld by the contractor for the 
United States from amounts otherwise due to the subcon- 
tractor, or that the subcontractor will repay to the United 
States, if paid to him, any excessive profits; 

(C) that the contractor shall be relieved of all liability to 
the subcontractor on account of any amount so withheld, or 
so repaid by the subcontractor to the United States; 

(D) that he will insert in each subcontract described in 
section 103 (g) provisions corresponding to those of sub- 
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paragraphs (A), (B), and (C), and to those of this sub- 
paragraph; i ; 

(4) that there may be withheld by the United States from 
amounts otherwise due the contractor, or that he will repay to the 
United States, as the Secretary may direct, any amounts which 
under section 105 (b) (1) (C) the contractor is directed to with- 
hold from a subcontractor and which are actually unpaid at the 
time the contractor receives such direction. 

The obligations assumed by the contractor or subcontractor under 
paragraph (1) or (3) (A), as the case may be, agreeing to the elimina- 
tion of excessive profits through renegotiation shall be binding on 
him only if the contract or subcontract, as the case may be, is subject 
to this title. A provision inserted in a contract or subcontract, which 
recites in substance that the contract or subcontract shall be deemed 
to contain all the provisions required by this section shall be sufficient 
compliance with this section. Whether or not the provisions specified 
in this section are inserted in a contract with a Department or sub- 
contract, to which this title is applicable, such contract or subcontract, 
as the case may be, shall be considered as having been made subject to 
this title in the same manner and to the same extent as if such provi- 
sions had been inserted. 


SEC. 105. RENEGOTIATION PROCEEDINGS. 


(a) Procerpincs Brerore tue Boarp.—Renegotiation proceedings 
shall be commenced by the mailing of notice to that effect, in such 
form as may be prescribed by regulation, by registered mail to the 
contractor or subcontractor. The Board shall endeavor to make an 

greement with the contractor or subcontractor with respect to the 
elimination of excessive profits received or accrued, and with respect 
to such other matters relating thereto as the Board deems advisable. 
Any such agreement, if made, may, with the consent of the contractor 
or subcontractor, also include provisions with respect to the elimination 
of excessive profits likely to be received or accrued. If the Board 
does not make an agreement with respect to the elimination of exces- 
sive profits received or accrued, it shall issue and enter an order 
determining the amount, if any, of such excessive profits, and forth- 
with give notice thereof by registered mail to the contractor or sub- 
contractor. In the absence of the filing of a petition with The Tax 
Court of the United States under the provisions of and within the 
time limit prescribed in section 108, such order shall be final and 
conclusive and shall not be subject to review or redetermination b 
any court or other agency. The Board shall exercise its powers with 
respect to the aggregate of the amounts received or accrued during 
the fiscal year (or such other period as may be fixed by mutual agree- 
ment) by a contractor or subcontractor under contracts with the 
Departments and subcontracts, and not separately with respect to 
amounts received or accrued under separate contracts with the Depart- 
ments or subcontracts, except that the Board may exercise such powers 
separately with respect to amounts received or accrued by the con- 
tractor or subcontractor under any one or more separate contracts with 
the Departments or subcontracts at the request of the contractor or 
subcontractor. By agreement with any contractor or subcontractor, 
and pursuant to ecistinne promulgated by it, the Board may in its 
discretion conduct renegotiation on a consolidated basis in order prop- 
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erly to reflect excessive profits of two or more related contractors or 
subcontractors. Renegotiation shall be conducted on a consolidated 
basis with a parent and its subsidiary coporations which constitute 
an affiliated group under section 141 (d) of the Internal Revenue Code 
if all of the corporations included in such affiliated up request 
renegotiation on such basis and consent to such regulations as the 
Board shall prescribe with respect to (1) the determination and elimi- 
nation of excessive profits of such affiliated group, and (2) the determi- 
nation of the amount of the excessive profits of such affiliated group 
allocable, for the purposes of section 3806 of the Internal Revenue 
Code, to each corporation included in such affiliated group. When- 
ever the Board makes a determination with respect to the amount of 
excessive profits, and such determination is made by order, it shall, at 
the request of the contractor or subcontractor, as the case may be, 
prepare and furnish such contractor or subcontractor with a state- 
ment of such determination, of the facts used as a basis therefor, and of 
its reasons for such determination. Such statement shall not be used 
inf{the Tax Court of the United States as proof of the facts or con- 
clusions stated therein. 

-. (b) Meruops or Eximinatine Excessive Prorits.— 

(1) In GeneraL.—Upon the making of an agreement, or the 
entry of an order, under subsection (a) of this section by the 
Board, or the entry of an order under section 108 by The Tax 
Court of the United States, determining excessive profits, the 
Board shall forthwith authorize and direct the Secretaries or any 
of them to eliminate such excessive profits— 

(A) by reductions in the amounts otherwise payable to 
the contractor under contracts with the Departments, or by 
other revision of their terms; 

(B) by withholding from amounts otherwise due to the 
contractor any amount of such excessive profits; 

(C) by directing any person having a contract with any 
agency of the Government, or any subcontractor thereunder, 
to withhold for the account of the United States from any 
amounts otherwise due from such person or such subcon- 
tractor to a contractor, or subcontractor, having excessive 
profits to be eliminated, and every such person or subcon- 
tractor receiving such direction shall withhold and pay over 
to the United States the amounts so required to be withheld; 

(D) by recovery from the contractor or subcontractor, or 
from any person or subcontractor directed under subpara- 
graph (C) to withhold for the account of the United States, 
through payment, repayment, credit, or suit any amount of 
such excessive profits realized by the contractor or subcon- 
tractor or directed under subparagraph (C) to be withheld 
for the account of the United States; or 

(E) by any combination of these methods, as is deemed 
desirable. 

(2) Inrerest.—Interest at the rate of 4 per centum per annum 
shall accrue and be paid on the amount ot such excessive profits 


from the thirtieth day after the date of the order of the Board 
or from the date fixed for repayment by the agreement with the 
contractor or subcontractor to the date of repayment, and on 
amounts required to be withheld by any person or subcontractor 
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for the account of the United States pursuant to paragraph (1) 
(C), from the date payment is demanded by the Secretaries or 
any of them to the date of payment. When The Tax Court of the 
United States, under section 108, redetermines the amount of 
excessive profits received or accrued by a contractor or subcon- 
tractor, interest at the rate of 4 per centum per annum shall 
accrue and be paid by such contractor or subcontractor as follows: 

(A) When the amount of excessive profits determined by 
the Tax Court is greater than the amount determined by the 
Board, interest shall accrue and be paid on tlie amount 
determined by the Board from the thirtieth day after the 
date of the order of the Board to the date of repayment and, 
in addition thereto, interest shall accrue and be paid on the 
additional amount determined by the Tax Court from the 
date of its order determining such excessive profits to the 
date of repayment. 

(B) When the amount of excessive profits determined by 
the Tax Court is equal to the amount determined by the 
Board, interest shall accrue and be paid on such amount from 
the thirtieth day after the date of the order of the Board 
to the date of repayment. 

(C) When the amount of excessive profits determined by 
the Tax Court is less than the amount determined by the 
Board, interest shall accrue and be paid on such lesser amount 
from the thirtieth day after the date of the order of the 
Board to the date of repayment, except that no interest shall 
accrue or be payable on such lesser amount if such lesser 
amount is not in excess of an amount which the contractor 
or subcontractor tendered in payment prior to the issuance 
of the order of the Board. 

Notwithstanding the provisions of this paragraph, no interest 
shall accrue after three years from the date of filing a petition 
with the Tax Court pursuant to section 108 of this title in any 
case in which there has not been a final determination by the Tax 
Court with respect to such petition within such three-year period. 

(3) Surrs ror rREcovERY.—Actions on behalf of the United 
States may be brought in the appropriate courts of the United 
States to recover, (A) from the contractor or subcontractor, any 
amount of such excessive profits and accrued interest not withheld 
or eliminated by some other method under this subsection, and 
(B) from any person or subcontractor who has been directed 
under paragraph (1) (C) of this subsection to withhold for the 
account of the United States, the amounts required to be withheld 
under such paragraph, together with accrued interest thereon. 

(4) Suretres.——-The surety under a contract or subcontract 
shall not be liable for the repayment of any excessive profits 
thereon. 

(5) Assianres.—Nothing herein contained shall be construed 
(A) to authorize any Department or agency of the Government, 
except to the extent provided in the Assignment of Claims Act of 
1940, as now or hereafter amended, to withhold from any assignee 
referred to in said Act, any moneys due or to become due, or to 
recover any moneys paid, to such assignee under any contract with 
any Department or agency where such moneys have been assigned 
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pursuant to such Act, or (B) to authorize any Department or 
agency of the Government to direct the withholding pursuant 
to this Act, or to recover pursuant to this Act, from any bank, 
trust company or other financing institution (including any 
Federal lending agency) which is an assignee under any subcon- 
tract, any moneys due or to become due or paid to any such 
assignee under such subcontract. 

(6) InpeMNiFicaTion.—Each person is hereby indemnified by 
the United States against all claims on account of amounts with- 
held by such person pursuant to this subsection from a contractor 
or subcontractor and paid over to the United States. 

(7) TREATMENT OF Recovertres.—All money recovered by way 
of repayment or suit under this subsection shall be covered into 
the Treasury as miscellaneous receipts. Upon the withholding 
of any amount of excessive profits or the crediting of any amount 
of excessive profits against amounts otherwise due a contractor 
from appropriations from the Treasury, the Secretary shall 
certify the amount thereof to the Treasury and the appropria- 
tions of his Department shall be rendered by an amount equal to 
the amount so withheld or credited. The amount of such reduc- 
tions shall be transferred to the surplus fund of the Treasury. 

(8) Crepir ror TAXES PAID.—In eliminating excessive profits, 
the Secretary shall allow the contractor or subcontractor credit 
for Federal income and excess profits taxes as provided in section 
3806 of the Internal Revenue Code. 

(c) Pertops or Limrrations.—[[No] In the absence of fraud or mal- 
feasance or willful misrepresentation of a material fact, no proceeding to 
determine the amount of excessive profits for any fiscal year shall be 
commenced more than one year after [the statement required] a 
Sinancial statement under subsection (e) (1) of this section is filed with 
the Board with respect to such vear, and, in the absence of fraud or 
malfeasance or willful misrepresentation of a material fact, if such pro- 
ceeding is not commenced prior to the expiration of one year following 
the date upon which such statement is so filed, all liabilities of the con- 
tractor or subcontractor for excessive profits received or accrued during 
such fiscal year shall thereupon be discharged. If an agreement or 
order determining the amount of excessive profits is not made within 
two years following the commencement of the renegotiation proceed- 
ing, then upon the expiration of such two years all liabilities of the 
contractor or subcontractor for excessive profits with respect to which 
such proceeding was commenced shall thereupon be discharged, except 
that (1) if an order is made within such two years pursuant to a dele- 

ation of authority under subsection (d) of section 107, such two-year 
imitation shall not apply to review of such order by the Board, and 
(2) such two-year period may be extended by mutual agreement. 

(d) AGREEMENTS TO ELIMINATE Excessive Proritrs.—For the pur- 
poses of this title the Board may make final or other agreements with 
a contractor or subcontractor for the elimination of excessive profits 
and for the discharge of any liability for excessive profits under this 
title. Such agreements may contain such terms and conditions as the 
Board deems advisable. Any such agreement shall be conclusive 
according to its terms; and, except upon a showing of fraud or mal- 
feasance or a willful misrepresentation of a material fact, (1) such 
agreement shall not for the purposes of this title be reopened as to the 
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matters agreed upon, and shall not be modified by any officer, em- 
ployee, or agent of the United States, and (2) such agreement and an 
determination made in accordance therewith shall not be annulled, 
modified, set aside, or disregarded in any suit, action, or proceeding. 
Notwithstanding any other provision of this title, however, the Board 
shall have the power, pursuant to regulations promulgated by it, to 
modify any agreement or order for the purpose of extending the time 
for payment of sums due under such agreement or order, and shall 
also have the power to set aside and declare null and void any such 
agreement if, upon a request made to the Board within three years 
from the date of such agreement, the Board finds as a fact that the 
aggregate of the amounts received or accrued by the other party to 
such agreement during the fiscal year covered by such agreement was 
not more than the minimum amounts subject to renegotiation specified 
in section 105 (f) for such fiscal year. 
(e) INFORMATION AVAILABLE TO Boarp.— 

(1) FuRNISHING OF FINANCIAL STATEMENTS, ETC.—Every per- 
son who holds contracts or subcontracts, to which the provisions 
of this title are applicable, shall, in such form and detail as the 
Board may by regulations prescribe, file with the Board, on or 
before the first day of the fourth calendar month following the 
close of this fiscal year, a financial statement setting forth such 
information as the Board may by regulations prescribe as neces- 
sary to carry out this title. [In addition to the statement 
required under the preceding sentence, every such person shall 
at such time or times and in such form and detail as the Board 
may by regulations prescribe, furnish the Board any information, 
records, or data which are determined by the Board to be neces- 
sary to carry out this title. Any person who willfully fails or 
refuses to furnish any statement, information, records, or data 
required of him under this subsection, or who knowingly furnishes 
any such statement, information, records, or data containing infor- 
mation which is false or misleading in any material respect, shall, 
upon conviction thereof, be punished by a fine of not more than 
$10,000 or imprisonment for not more than one year, or both. 
The preceding sentence shall not apply to any such person wit 
respect to a fiscal year if the aggregate of the amounts received or 
accrued under such contracts and subcontracts during such fiscal 
year by him, and all persons under control of or controlling or under 
common control with him, is not more than the applicable amount 
prescribed in subsection (f) (1) or (2) of this section; but any person 
to whom this sentence applies may, uf he so elects, file with the 
Board for such fiscal year a financial statement setting forth such 
information as the Board may by regulations prescribe as necessary 
to carry out this title, The Board may require any person who 
holds contracts or subcontracts to which the provisions of this title 
are applicable (whether or not such person has filed a financial 
statement under this paragraph) to furnish any information, records, 
or data which are determined by Board to be necessary to carry 
out this title and which the Board specifically requests such person 
to furnish. Such information, records, or data may not be required 
with respect to any fiscal year after the date on which all liabilities 
of such person for excessive gh received or accrued during such 

cal year are discharged. Any person who willfully fails or 
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refuses to furnish any statement, information, records, or data 
required of him under this subsection, or who knowingly furnishes 
any statement, information, records, or data pursuant to this sub- 
section containing information which is false or misleading in any 
material respect, shall, upon conviction thereof, be punished by a 
Sine of not more than $10,000 or imprisonment for not more than 
one year, or both. 

(2) AUDIT OF BOOKS AND REcOoRDS.—For the purpose of this 
title, the Board shall have the right to audit the books and records 
of any contractor or subcontractor subject to this title. In the 
interest of economy and the avoidance of duplication of inspection 
and audit, the services of the Bureau of Internal Revenue shall, 
upon request of the Board and the approval of the Secretary of 
the Treasury, be made available to the extent determined by the 
Secretary of the Treasury for the purpose of making examina- 
tions and audits under this title. 

(f) Minimum Amounts Sussect To RENEGOTIATION.-— 

(1) In cenera.—lIf the aggregate of the amounts received or 
accrued during a fiscal year (and on or after the applicable effec- 
tive date specified in section 102 (a)) by a contractor or subcon- 
tractor, and all persons under control of or controlling or under 
common control with the contractor or subcontractor, under con- 
tracts with the Departments and subcontracts described in section 
103 (g) (1) and (2), is not more than $250,000, in the case of a 
fiscal year ending before June 30, 1953, or $500,000, in the case of 
a fiscal year ending on or after June 30, 1953, or $1,000,000, in 
the case of a fiscal year ending after June 30, 1956, the receipts or 
accruals from such contracts and subcontracts shall not, for such 
fiscal year, be renegotiated under this title. If the aggregate of 
such amounts received or accrued during the fiscal year under such 
contracts and subcontracts is more than $250,000, in the case of a 
fiscal vear ending before June 30, 1953, or $500,000, in the case of 
a fiscal year ending on or after June 30, 1953, or $1,000,000, in 
the case of a fiscal year ending after June 30, 1956, no determination 
of excessive profits to be eliminated for such vear with respect to 
such contracts and subcontracts shall be in an amount greater 
than the amount by which such aggregate exceeds $250,000, in 
the case of a fiscal year ending before June 30, 1953, or $500,000, 
in the case of a fiscal year ending on or after June 30, 1953, or 
$1,000,000, in the case of a fiscal year ending after June 30, 1956. 

(2) SUBCONTRACTS DESCRIBED IN SECTION 103 (g) (8).—If the 
aggregate of the amounts received or accrued during a fiscal year 
(and on or after the applicable effective date specified in section 
102 (a)) by a subcontractor, and all persons under control of or 
controlling or under common control with the subcontractor, 
under subcontracts described in section 103 (g) (3) is not more 
than $25,000, the receipts or accruals from such subcontracts shall 
not, for such fiscal year, be renegotiated under this title. If the 
aggregate of such amounts received or accrued during the fiscal 
year under such subcontracts is more than $25,000, no determina- 
tion of excessive profits to be eliminated for such year with 
respect to such subcontracts shall be in an amount greater than 
the amount by which such aggregate exceeds $25,000. 

(3) Compuration.—In computing the aggregate of the amounts 
received or accrued during any fiscal year for the purposes of 
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paragraphs (1) and (2)] paragraph (1) of this subsection, there 
feat be eliminated all amounts received or accrued by a con- 
tractor ot subcontractor from all persons under control of or 
controlling or under common control with the contractor or 
subcontractor and all amounts received or accrued by each such 
person from such contractor or subcontractor and from each 
other such person. If the fiscal year is a fractional part of 
twelve months, the $250,000 amount, the $500,000 amount, the 
$1,000,000 amount, and the $25,000 amount shall be reduced to 
the same fractional part thereof of the purposes of paragraphs 
(1) and (2). In the case of a fiscal year beginning in 1950 and 
ending in 1951, the $250,000 amount and the $25,000 amount 
shall be reduced to an amount which bears the same ratio to 
$250,000 or $25,000, as the case may be, as the number of days in 
such fiscal year after December 31, 1950, bears to 365, but this 
sentence shall have no application if the contractor or subcon- 
tractor has made an agreement with the Board pursuant to 
section 102 (c) for the application of the provisions of this title 
to receipts or accruals prior to January 1, 1951, during such fiscal 
year. In the case of a fiscal year beginning on or before the termi- 
nation date and ending after the termination date, the $1,000,000 
amount and the $25,000 amount shall be reduced to an amount 
which bears the same ratio to $1,000,000 or $25,000, as the case 
may be, as the number of days in such fiscal year before the close 
of the termination date bears to 365. 


SEC. 106. EXEMPTIONS. 


(a) Manparory Exemptions.—The provisions of this title shall not 


apply to— 


(1) any contract by a Department with any Territory, posses- 
sion, or State, or any agency or political subdivision thereof, or 
with any foreign government or any agency thereof; or 

(2) any contract or subcontract for an agricultural commodity 
in its raw or natural state, or if the commodity is not customarily 
sold or has not an established market in its raw or natural state, 
in the first form or state, beyond the raw or natural state, in which 
it is customarily sold- or in which it has an established market. 
The term “agricultural commodity” as used herein shall include 
but shall not be limited to— 

(A) commodities resulting from the cultivation of the 
soil such as graius of all kinds, fruits, nuts, vegetables, hay, 
straw, cotton, tobacco, sugarcane, and sugar beets; 

(B) natural resins, saps, and gums of trees; 

(C) animals, such as cattle, hogs, poultry, and sheep, fish 
and other marine life, and the produce of live animals, such 
as wool, eggs, milk and cream; or 

(3) any contract or subcontract for the product of a mine, oil 
or gas well, or other mineral or natural deposit, or timber, which 
has not been processed, refined, or treated beyond the first form or 
state suitable for industrial use; or 

(4) any contract or subcontract with a common carrier for 
transportation, or with a public utility for gas, electric energy, 
water, communications, or transportation, when made in either 
case at rates not in excess of published rates or charges filed with, 
fixed, approved, or regulated by a public regulatory body, State 
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Federal, or local, or at rates not in excess of unregulated rates of 
such a public utility which are substantially as favorable to users 
and consumers as are regulated rates. In the case of the furnish- 
ing or sale of transportation by common carrier by water, this 
paragraph shall apply only to such furnishing or sale which is 
subject to the jurisdiction of the Interstate Commerce Commis- 
sion under Part III of the Interstate Commerce Act or subject to 
the jurisdiction of the Federal Maritime Board under the Inter- 
coastal Shipping Act, 1933, and to such furnishing or sale in any 
case in which the Board finds that the regulatory aspects of rates 
for such furnishing or sale, or the type and nature of the contract 
for such furnishing or sale, are such as to indicate, in the opinion 
of the Board, that excessive profits are improbable; or 

(5) any contract or subcontract with an organization exempt 
from taxation under section 101 (6) of the Internal Revenue 
Code, but only if the income from such contract or subcontract 
is not includible under section 422 of such code in computing the 
unrelated business net income of such organization; or 

(6) any contract which the Board determines does not have a 
direct and immediate connection with the national defense. The 
Board shall prescribe regulations designating those classes and 
types of contracts which shall be exempt under this paragraph; 
and the Board shall, in accordance with regulations prescribed 
by it, exempt any individual contract not falling within any such 
class or type if it determines that such contract does not have 
a direct and immediate connection with the national defense. 
In designating those classes and types of contracts which shall 
be exempt and in exempting any individual contract under this 
paragraph, the Board shall consider as not having a direct or im- 
mediate connection with national defense any contract for the 
furnishing of materials or services to be used by the United States, 
a Department or agency thereof, in the manufacture and sale of 
synthetic rubbers to a private person or to private persons which 
are to be used for nondefense purposes. If the use by such private 
person or persons shall be partly for defense and partly for non- 
defense purposes, the Board shall consider as not having a direct 
or immediate connection with national defense that portion of the 
contract which is determined not to have been used for national 
defense purposes. The method used in making such determina- 
tion shall be subject to approval by the Board. Notwithstanding 
section 108 of this title, regulations prescribed by the Board under 
this paragraph, and any determination of the Board that a con- 
tract is or is not exempt under this paragraph, shall not be 
reviewed or redetermined by the Tax Court or by any other 
court or agency; or 

(7) any subcontract directly or indirectly under a contract 
or subcontract to which this title does not apply by reason of any 
paragraph, other than paragraph [[(8)] (1), (4), or (8), of this 
subsection; or 

[(8) any contract or subcontract for the making or furnishing 
of a standard commercial article or a standard commercial service, 
unless the Board makes a specific finding that competitive con- 
ditions affecting the sale of such article or such service are such 
as will not reasonably prevent excessive profits. This paragraph 











RENEGOTIATION AMENDMENTS ACT OF 1956 41 


shall apply to any such contract or subcontract only if (1) the 
contractor or subcontractor files, at such time and in such form 
and detail as the Board shall by regulations prescribe, such in- 
formation and data as may be required by the Board under its 
regulations for the purpose of enabling it to reach a decision with 
respect to the making of a specific finding under this par ph, 
and (2) within a period of six months after the date of filing of 
such information and data, the Board fails to make a specific 
finding that competitive conditions affecting the sale of such 
article or such service are such as will not reasonably prevent 
excessive profits, or (3) within such six-month period, the Board 
makes a specific finding that competitive conditions affecting 
the sale of such article or such service are such as will reasonably 
prevent excessive profits. Any contractor or subcontractor may 
waive the exemption provided in this paragraph with respect to 
receipts or accruals in any fiscal year by including a statement to 
such effect in the financial statement filed by such contractor or 
subcontractor for such fiscal year pursuant to section 105 (e) (1). 
Any specific finding of the Board under this paragraph shall not 
be reviewed or redetermined by any court or agency other than 
by the Tax Court of the United States in a proceeding for a re- 
determination of the amount of excessive profits determined by 
an order of the Board. For the purpose of this paragraph— 

[(A) the term “article” includes any material, part, com- 
ponent, assembly, machinery, equipment, or other personal 
property ; 

cB) the term “standard commercial article’? means an 
article— 

(1) which, in the normal course of business, is cus- 
tomarily manufactured for stock, and is customarily 
maintained in stock by the manufacturer or any dealer, 
distributor, or other commercial agency for the market- 
ing of such article; or 

({(2) which is manufactured and sold by more than 
two persons for general civilian industrial or commercial 
use, or which is identical in every material respect with 
an article so manufactured and sold; 

[(C) the term “identical in every material respect” means 
of the same kind, manufactured of the same or substitute 
materials, and having the same industrial or commercial use 
or uses, without necessarily being of identical specifications; 

[(D) the term “service”? means any processing or other 
operation performed by chemical, electrical, physical, or 
mechanical methods directly on materials owned by another 
person ; 

[(E) the term “standard commercial service’ means a 
service which is customarily performed by more than two 
persons for general civilian industrial or commercial require- 
ments, or is reasonably comparable with a service so per- 
formed ; 

[(F) the term “reasonably comparable’ means of the same 
or a similar kind, performed with the same or similar mate- 
rials, and having the same or a similar result, without neces- 
sarily involving identical operations; and 
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[(G) the term “persons” does not include any person 
under control of, or controlling, or under common control 
with any other person considered for the purposes of sub- 
paragraph (B) (2) of this paragraph; or] 

(9) any contract, awarded as a result of competitive bidding, for 
the construction of any building, structure, improvement, or 
facility, other than a contract for the construction of housing 
financed with a mortgage or mortgages insured under the provi- 
sions of title VIII of the National Housing Act, as now or hereafter 
amended[.]; or 

(10) any contract or subcontract wholly performed outside the 
United States by any person who is not engaged in a trade or business 
in the United States and is— 

(A) an individual who is not a national of the United States; 

(B) a partnership or joint venture in which individuals who 
are not nationals of the United States or corporations which 
are not domestic corporations are entitled to more than 50 
percent of the profits; or 

(C) a corporation (other than a domestic corporation) more 
than 50 percent of the voting stock of which is owned directly or 
indirectly by persons described in subparagraphs (A) and (5). 
For the purposes of this paragraph, (i) the term “United States’’, 
when used in a geographical sense, includes the Territories and 
possessions of the United States, the Commonwealth of Puerto 
Rico, and the Canal Zone, and (ii) the term “domestic cor- 
poration”? means a corporation organized under the laws of 
the United States or of any State, any Territory or possession 
of the United States, the District of Columbia, the Common- 
wealth of Puerto Rico, or the Canal Zone. 

(b) Cost ALLOWANcE.—In the case of a contractor or subcontractor 
who produces or acquires the product of a mine, oil or gas well, or 
other mineral or natural deposit, or timber, and processes, refines, or 
treats such a product to and beyond the first form or state suitable 
for industrial use, or who produces or acquires an agricultural product 
and processes, refines, or treats such a product to and beyond the first 
form or state in which it is customarily sold or in which it has an 
established market, the Board shall prescribe such regulations as may 
be necessary to give such contractor or subcontractor a cost allowance 
substantially equivalent to the amount which would have been realized 
by such contractor or subcontractor if he had sold such product at 
such first form or state. Notwithstanding any other provisions of 
this title, there shall be excluded from consideration in determining 
whether or not a contractor or subcontractor has received or accrued 
excessive profits that portion of the profits, derived from receipts and 
accruals subject to the provisions of this title, attributable to the 
increment in value of the excess inventory. For the purposes of this 
subsection the term “excess inventory’? means inventory of products, 
hereinbefore described in this subsection, acquired by the contractor 
or subcontractor in the form or at the state in which contracts for such 
agai on hand or on contract would be exempted from this title 

y subsection (a) (2) or (3) of this section, which is in excess of 
the inventory reasonably necessary to fulfill existing contracts or 
orders. That portion of the profits, derived from receipts and 
accruals subject to the provisions of this title, attributable to the 
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increment in value of the excess inventory, and the method of exclud- 
ing such portion of profits from consideration in determining whether 
or not the contractor or subcontractor has received or accrued exces- 
sive profits, shall be determined in accordance with regulations pre- 
scribed by the Board. 

(c) Partran MANDATORY Exemption FoR DurABLE PrRopvucTIVE 
EQuIPMENT.— 

(1) In Generat.—The provisions of this title shall not apply 
to receipts or accruals (other than rents) from contracts or sub- 
contracts for new durable productive equipment, except (A) to 
that part of such receipts or accruals which bears the same ratio 
to the total of such receipts or accruals as five years bears to the 
average useful life of such equipment as set forth in Bulletin F of 
the Bureau of Internal Revenue (1942 edition) or, if an average 
useful life is not so set forth, then as estimated by the Board and 
(B) to receipts and accruals from contracts for new durable pro- 
ductive equipment in cases in which the Board finds that the new 
durable productive equipment covered by such contracts cannot 
be adapted, converted, or retooled for commercial use. 

(2) Derinrrion.—For the purpose of this subsection, the term 
“durable productive equipment’? means machinery, tools, or 
other productive equipment which has an average useful life of 
more than five years. 

(d) Permisstve Exemptions.—The Board is authorized, in its dis- 
cretion, to exempt from some or all of the provisions of this title— 

(1) any contract or subcontract to be performed outside of the 
territorial limits of the continental United States or in Alaska; 

(2) any contracts or subcontracts under which, in the opinion 
of the Board, the profits can be determined with reasonable cer- 
tainty when the contract price is established, such as certain 
classes of (A) agreements for personal services or for the pur- 
chase of real property, perishable goods, or commodities the 
minimum price for the sale of which has been fixed by a public 
regulatory body, (B) leases and license agreements, and (C) agree- 
ments where the period of performance under such contract or 
subcontract will not be in excess of thirty days; 

(3) any contract or subcontract or performance thereunder 
during a specified period or periods if, in the opinion of the Board, 
the provisions of the contract are otherwise adequate to prevent 
excessive profits; 

(4) any contract or subcontract the renegotiation of which 
would jeopardize secrecy required in the public interest; 

(5) any subcontract or group of subcontracts not otherwise 
exempt from the provisions of this section, if, in the opinion of the 
Board, it is not administratively feasible in the case of such sub- 
contract or in the case of such group of subcontracts to deter- 
mine and segregate the profits attributable to such subcontract 
or group of subcontracts from the profits attributable to activities 
not subject to renegotiation. 

The Board may so exempt contracts and subcontracts both indivually 
and by general classes or types. 

(e) Manparory Exemption ror STANDARD COMMERCIAL ARTICLES 
AND SERVICES.— 

(1) Exemprion.—The provisions of this title shall not apply to 
amounts received or accrued in a fiscal year under any contract or 
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subcontract for an article or service which (with respect to such fiscal 
year) is— 

(A) a standard commercial article; 

(B) an article which is identical in every material respect with 
a standard commercial article; or 

(C) a service which is a standard commercial service or is 
reasonably comparable with a standard commercial service. 

Subparagraph (B) or (C) shall apply to amounts received or accrued 
in a fiscal year under any contract or subcontract for an article or 
service only if (i) the contractor or subcontractor at his election files, 
at such time and in such form and detail as the Board shall by 
regulations prescribe, such information and data as may be required 
by the Board under its regulations for the purpose of enabling it to 
make a determination under this paragraph, and (ii) within a period 
of three months after the date of filing of such information wid data, 
the Board determines that such article or service is, or fails to de- 
termine that such article or service is not, an article or service to which 
such subparagraph applies. 
(2) Derinirions.—For the purposes of this subsection— 

(A) the term “artiele’’ includes any material, part, com- 
ponent, assembly, machinery, equipment, or other personal 
property; 

(B) the term “standard commercial article’ means, with 
respect to any fiscal year, an article— 

(i) which either is customarily maintained in stock by 
the contractor or subcontractor or is offered for sale in ac- 
cordance with a price schedule regularly maintained by the 
contractor or subcontractor, and 

(ii) from the sales of which by the contractor or sub- 
contractor at least 35 percent of the receipts or accruals in 
such fiscal year are not (without regard to this subsection 
and subsection (c) of this section) subject to this tile; 

(C) an article is, with respect to any fiscal year, ‘idential 
in every materral respect with a standard commercial article’’ 
only if— 

(i) such article is of the same kind and manufactured 
of the same or substitute materials (without necessarily 
being of identical specifications) as a standard commercial 
article from sales of which the contractor or subcon- 
tractor has receipts or accruals in such fiscal year, 

(ii) such article is sold at a price which is reasonably 
comparable with the price of such standard commercial 
article, and 

(iii) at least 35 percent of the aggregate receipts or 
accruals in such fiscal year by the contractor or subcon- 
tractor from sales of such article and sales of such standard 
commercial article are not (without regard to this sub- 
— and subsection (c) of this section) subject to this 
title; 

(D) the term “‘service’’ means any processing or other opera- 
tion performed by chemical, electrical, physical, or mechanical 
methods directly or materials owned by another person; 

(EZ) the term “standard commercial service’ means, with 
respect to any fiscal year, a service from the performance of 
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which by the contractor or subcontractor at least 35 percent of 
the receipts or accruals in such fiscal year are not (without 
regard to this subsection) subject to this title; and 

(F) @ service is, with respect to any fiscal year, “reasonably 
comparable with a ‘standard commercial service’’ only if— 

(i) such service is of the same or a similar kind, per- 
formed with the same or similar materials, and has the 
same or a similar result, without necessarily involving 
identical operations, as a standard commercial service 
from the performance of which the contractor or subcon- 
tractor has receipts or accruals in such fiscal year, and 

(ii) at least 35 percent of the aggregate receipts or 
accruals in such fiscal year by the contractor or subcon- 
tractor from the performance of such service and such 
standard commercial service are not (without regard to this 
subsection) subject to this title. 

(3) Specian ruLeE.—A contractor or subcontractor may claim 
that an article is identical in every material respect unth more than 
one standard commercial article, or may claim that two or more 
articles are identical in every material respect with one or more 
standard commercial articles, but in any such case paragraph (2) (C) 
(ii) shall be satisfied only if at least 35 percent of the aggregate 
receipts or accruals in such fiscal year by the contractor or sub- 
contractor from sales of such article or articles and sales of such 
standard commercial article or articles are not (without regard to 
this subsection and subsection (c) of this section) subject to this title. 

(4) NONAPPLICABILITY DURING NATIONAL EMERGENCIES.— 
Paragraph (1) shall not apply to amounts received or accrued during 
a national emergency proclaimed by the President, or declared by the 
Congress, after the date of the enactment of the Renegotiation Amend- 
ments Act of 1956. 

SEC. 107. RENEGOTIATION BOARD. 

(a) Creation or Boarp.—There is hereby created, as an independ- 
ent establishment in the executive branch of the Government, a Re- 
negotiation Board to be composed of five members to be appointed 
by the President, by and with the advice and consent of the Senate. 
The Secretaries of the Army, the Navy, and the Air Force, respec- 
tively, subject to the approval of the Secretary of Defense, and the 
Administrator of General Services shall each recommend to the Presi- 
dent, for his consideration, one person from civilian life to serve as a 
member of the Board. The President shall, at the time of appoint- 
ment, designate one member to serve as Chairman. The Chairman 
shall receive compensation at the rate of $17,500 per annum, and the 
other members shall receive compensation at the rate of $15,000 per 
annum. No member shall actively engage in any business, vocation, 
or employment other than as a member of the Board. The Board 
shall have a seal which shall be judicially noticed. 

(b) PLuaces or MEETINGS AND Quorum.—The principal office of the 
Board shall be in the District of Columbia, but it or any division 
thereof may meet and exercise its powers at any other place. The 
Board may establish such number of offices as it deems necessary to 
expedite the work of the Board. Three members of the Board shall 
constitute a quorum, and any power, function, or duty of the Board 
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may be exercised or performed by a majority of the members present 
if the members present constitute at least a quorum. 

(c) Personnet.—The Board is authorized, subject to the Classifi- 
cation Act of 1949 (but without regard to the civil-service laws and 
regulations), to employ and fix the compensation of such officers and 
employees as it deems necessary to assist it in carrying out its duties 
under this title. The Board may, with the consent of the head of the 
agency of the Government concerned, utilize the services of any officers 
or employees of the United States, and reimburse such agency for the 
services so utilized. Officers or employees whose services are so 
utilized shall not receive additional compensation for such services, 
but shall be allowed and paid necessary travel expenses and a per 
diem in lieu of subsistence in accordance with the Standardized 
Government Travel Regulations while away from their homes or 
official station on duties of the Board. 

(d) DeLecation or Powrers.—The Board may delegate in whole or 
in part any function, power, or duty (other than its power to pro- 
mulgate regulations and rules and other than its power to grant 
permissive exemptions under section 106 (d)) to any agency of the 
Government, including any such agency established by the Board, and 
may authorize the successive redelegation, within limits specified by it, 
of any such function, power, or duty to any agency of the Government, 
inelucing any such agency established by the Board. But no function, 
power, or duty shall be delegated or redelegated vo any person pur- 
suant to this subsection or subsection (f) unless the Board has 
determined that such person (other than the Secretary of a Depart- 
ment) is responsible directly to the Board or to the person making 
such delegation or redelegation and is not engaged on behalf of any 
Department in the making of contracts for the procurement of supplies 
or services, or in the supervision of such activity; and any delegation or 
redelegation of any function, power, or duty pursuant to this sub- 
section or subsection (f) shall be revoked by the person making such 
delegation or redelegation (or by the Board if made by it) if the 
Board shall at any time thereafter determine that the person (other 
than the Secretary of a Department) to whom has been delegated or 
redelegated such function, power or duty is not responsible directly 
to the Board or to the person making such. delegation or redelegation 
or is engaged on behalf of any Department in the making of contracts 
for the procurement of supplies or services, or in the supervision of 
such activity. 

(e) ORGANIZATION AND OpgerRaATION oF Boarp.—The Chairman of 
the Board may from time to time divide the Board into divisions of one 
or more members, assign the members of the Board thereto, and in 
case of a division of more than one member, designate the chief 
thereof. The Board may also, by regulations or otherwise, determine 
the character of cases to be conducted initially by the Board through 
an officer or officers of, or utilized by, the Board, the character of cases 
to be conducted initially by the various agencies of the Government 
authorized to exercise powers of the Board pursuant to subsection (d) 
of this section, the character of cases to be conducted initially by the 
various divisions of the Board, and the character of cases to be con- 
ducted initially by the Board itself. The Board may review any 
determination in any case not initially conducted by it, on its own 
motion or, in its discretion, at the request of any contractor or sub- 
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contractor aggrieved thereby. Unless the Board upon its own motion 
initiates a review of such determination within ninety days from the 
date of such determination, or at the request of the contractor or sub- 
contractor made within ninety days from the date of such determina- 
tion initiates a review of such determination within ninety days from 
the date of such uest, such determination shall be deemed the 
determination of the Board. If such determination was made by an 
order with respect to which notice thereof was given by registered mail 
pursuant to section 105 (a), the Board shall give notice by registered 
mail to the contractor or subcontractor of its decision not to review 
the case. If the Board reviews any determination in any case not 
initially conducted by it and does not make an agreement with the 
contractor or subcontractor with respect to the elimination of excessive 
profits, it shall issue and enter an order under section 105 (a) determin- 
ing the amount, if any, of excessive profits, and forthwith give notice 
thereof by registered mail to the contractor or subcontractor. The 
amount of excessive profits so determined upon review may be less 
than, equal to, or greater than, that determined by the agency of the 
Government whose action is so reviewed. 

(f) De_ecation or ReneGcoriation Functions to Boarp.—The 
Board is hereby authorized and directed to accept and perform such 
renegotiation powers, duties, and functions as may be delegated to it 
under any other law requiring or permitting renegotiation, and the 
Board is further authorized to redelegate any such power, duty, or 
function to any agency of the Government and to authorize successive 
redelegations thereof, within limits specified by the Board. Notwith- 
standing any other provision of law, the Secretary of Defense is 
hereby authorized to delegate to the Board, in whole or in part, the 
powers, functions, and duties conferred upon him by any other 
renegotiation law. 

SEC. 108. REVIEW BY THE TAX COURT. 


Any contractor or subcontractor aggrieved by an order of the Board 
determining the amount of excessive profits received or accrued by such 
coatractor or subcontractor may— 

(a) if the case was conducted initially by the Board itself— 
within ninety days (not counting Sunday or a legal holiday in 
the District of Columbia as the last day) after the mailing under 
section 105 (a) of the notice of such order, or 

(b) if the case was not conducted initially by the Board itself— 
within ninety days (not counting Sunday or a legal holiday in the 
District of Columbia as the last day) after the mailing under 
section 107 (e) of the notice of the decision of the Board not to 
review the case or the notice of the order of the Board determining 
the amount of excessive profits, 

file a petition with The Tax Court of the United States for a redeter- 
mination thereof. Upon such filing such court shall have exclusive 
jurisdiction, by order, to finally determine the amount, if any, of such 
excessive profits received or accrued by the contractor or subcontractor, 
and such determination shall not be reviewed or redetermined by any 
court or agency. The court may determine as the amount of exces- 
sive profits an amount either less than, equal to, or greater than that 
determined by the Board. A proceeding before the Tax Court to 
finally determine the amount, if any, of excessive profits shall not be 
treated as a proceeding to review the determination of the Board, 
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but shall be treated as a proceeding de novo. For the purposes of this 
section the court shall have the same powers and duties, insofar as 
applicable in respect of the contractor, the subcontractor, the Board, 
and the Secretary, and in respect of the attendance of witnesses and 
the production of papers, notice of hearings, hearings before divi- 
sions, review by the Tax Court of decisions of divisions, stenographic 
reporting, and reports of proceedings, as such court has under sections 
1110, 1111, 1113, 1114, 1115 (a), 1116, 1117 (a), 1118, 1120, and 1121 
of the Internal Revenue Code im the case of a proceeding to redeter- 
mine a deficiency. In the case of any witness for the Board, the fees 
and mileage, and the expenses of taking any deposition shall be paid 
out of appropriations of the Board conte for that purpose, and in 
the case of any other witnesses shall be paid, subject to rules pre- 
scribed by the court, by the party at whose instance the witness 
appears or the deposition is taken. The filing of a petition under 
this section shall operate to stay the execution of the order of the 
Board under subsection (b) of section 105 only if within ten days after 
the filing of the petition the petitioner files with the Tax Court a 
good and sufficient bond, approved by such court, in such amount 
as may be fixed by the court. Any amount collected by the United 
States under an order of the Board in excess of the amount found to 
be due under a determination of excessive profits by the Tax Court 
shall be refunded to the contractor or subcontractor with interest 
thereon at the rate of 4 per centum per annum from the date of 
collection by the United States to the date of refund. 

SEC. 108A. VENUE OF APPEALS FROM TAX COURT DECISIONS IN 

RENEGOTIATION CASES 

A decision of the Tax Court of the United States under section 108 of 
this Act may, to the extent subject to review, be reviewed by— 

(1) the United States Court of Appeals for the circuit in which 
is located the office to which the contractor or subcontractor made his 
Federal income-taz return for the taxable year which corresponds to 
the fiscal year with respect to which such decision of the Tax Court 
was made, or if no such return was made for such taaable year, then 
by the United States Court of Appeals for the District of Columbia, 
or 

(2) any United States Court of Appeals designated by the At- 
torney General and the contractor or subcontractor by stipulation in 
writing. 

SEC. 109. RULES AND REGULATIONS. 

The Board may make such rules, regulations, and orders as it deems 
necessary or appropriate to carry out the provisions of this title. 
SEC. 110. COMPLIANCE WITH REGULATIONS, ETC. 

No person shall be held liable for damages or penalties for any act 
or failure to act resulting directly or indirectly from his compliance 
with a rule, regulation, or order issued pursuant to this title, notwith- 
standing that any such rule, regulation, or order shall thereafter be 
declared by judicial or other competent authority to be invalid. 

SEC. 111. APPLICATION OF ADMINISTRATIVE PROCEDURE ACT. 

The functions exercised under this title shall be excluded from the 


operation of the Administrative Procedure Act (60 Stat. 237) except 
as to the requirements of section 3 thereof. 
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SEC. 112. APPROPRIATIONS. 


There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and 
purposes of this title. Funds made available for the purposes of this 
title may be allocated or transferred for any of the purposes of this 
title, with the approval of the Bureau of the Budget to any agency of 
the Government designated to assist in carrying out this title. Funds 
so allocated or transferred shall remain available for such period as 
may be specified in the Acts making such funds available. 


SEC. 113. PROSECUTION OF CLAIMS AGAINST UNITED STATES BY 
FORMER PERSONNEL. 

Nothing in title 18, United States Code, sections 281 and 283, or in 
section 190 of the Revised Statutes (U.S. C., title 5, sec. 99) shall be 
deemed to prevent any person by reason of service in a Department 
or the Board [during the period (or a part thereof) beginning July 1, 
1950, and ending December 31, 1953,] from acting as counsel, agent, 
or attorney for prosecuting any claim against the United States: Pro- 
vided, That such person shall not prosecute any claim against the 
United States (1) involving any subject matter directly connected 
with which such person was so employed, or (2) during the period 
such person is engaged in employment in a Department or the Board. 
SEC. 114. REPORTS TO CONGRESS. 

The Board shall on or before January 1, 1957, and on or before Jan- 
uary 1 of each year thereafter, submit to the Congress a complete report 
of its activities for the preceding year ending on June 30. Such report 
shall inelude— 

(1) the number of persons in the employment of the Board during 
such year, and the places of their employment; 

(2) the administrative expenses incurred by the Board during 
such year; 

(3) statistical data relating to filings during such year by con- 
tractors and subcontractors, and to the conduct and disposition 
during such year of proceedings with respect to such filings and filings 
made during previous years; 

(4) an explanation of the principal changes made by the Board 
during such year in its regulations and operating procedures; 

(5) the number of renegotiation cases disposed of by the Tax 
Court, each United States Court of Appeals, and the Supreme 
Court during such year, and the number of cases pending in each 
such court at the close of such year; and 

(6) such other information as the Board deems appropriate. 


TITLE II—MISCELLANEOUS PROVISIONS 


* * 7 * * * * 


























V. MINORITY VIEWS 


In this report, we first present our reasons for believing renegotia- 
tion should not be continued as proposed in H. R. 11947 and H. R. 
11948. Then, however, we propose several important improvements 
in the bills which would be compatible with their intent and frame- 
work. 

GENERAL DISCUSSION 


The first Renegotiation Act was passed to compensate for the in- 
ability of Government procurement. officials, under the stress of the 
enormous wartime expansion in volume of procurement and the com- 
plete disruption of normal business, to exercise usual prudence and to 
obtain fair pricing. When time is not of the essence, orderly procure- 
ment procedures tend to produce the best and cheapest contracts for 
the Government. Under more stable circumstances and in competi- 
tive markets, the concern of the Government should be to obtain best 
prices with normal incentives operating to reduce prices. The pri- 
mary incentive toward efficiency, lower costs, and prices is increased 
profit. Undue emphasis on profits rather than prices tends to reduce 
incentives, to reward the inefficient and penalize the efficient. 

Under normal competitive circumstances, the protection of the 
Government depends on the caliber of procurement personnel and 
correct. contracting procedures. 

The question of whether the Renegotiation Act should be extended 
rests ileky on whether existing circumstances are such that orderly 
procurement practices may be followed and normal competitive factors 
permitted to work. 

When renegotiation was first introduced as a wartime measure, 
Government procurement was rapidly absorbing a major portion of 
the gross national product. When it was again extended under the 
1951 act during the Korean war, it was expected again to represent a 
substantial portion of the gross national product. Now, however, 
when the portion of the defense budget which goes each year to pur- 
chasing military-type supplies is analyzed, it represents a relatively 
small portion of our enormously expanded gross national product— 
a few percentage points only, in fact little more than the purchasing 
activities of several large business concerns. At a relatively stable 
level, it is well absorbed into our economy. In a large measure, com- 
petition is completely restored. 

The Defense Department has supported continuing renegotiation 
because, as equipment becomes more complex and technology rapidly 
changes, past production and cost experience is not satielactory to 


forecast and avoid high profits. It cited as examples guided missile 
and supersonic aircraft programs. It stated that renegotiation is 
needed principally where the benefits of competition are not available. 

Contractors who work the novel and experimental programs are not 
those who suffer from renegotiation. The use of cost-type contracts, 
price redetermination contracts, and similar pricing techniques 
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effectively limits their profits. If incentive type contracts are used, 
it should not be the function of another agency to determine what 
profits should be retained because of savings to the Government when 
that profit has been negotiated under the contract in good faith. 
Otherwise, the incentive is stolen. 

In any case, the Renegotiation Act goes far beyond the novel and 
experimental contract into areas where full competitive bidding 
prevails, 

IMPACT ON SMALL BUSINESS 


The impact of renegotiation on small business deters many efficient 
concerns from entering the Government contract field. In some 
areas, only the less responsible and the marginal concerns will bid 
because of procurement practices, undue risks, and the weight of 
administrative burdens. This means that even if contracts are 
awarded on an advertised bid basis, the Government pays higher 
prices for poorer quality from higher cost inefficient suppliers. Com- 
petition is artificially reduced. 


COST OF RENEGOTIATION 


The cost to business concerns of complying with renegotiation is 
enormous in the aggregate. It poses an additional deterrent to small 
business, who do not have, and cannot afford, lawyers, accountants, 
engineers, and others to cope with renegotiation or any other burden- 
some regulation. 

If as reported, the net recoveries of the Renegotiation Board, after 
tax offsets, in 5 years, including the Korean war years, has totaled only 
$115 million and its administrative expense alone has been $18 million, 
we cannot afford the luxury of renegotiation. We should realize the 
enormous total expense of industry in preparing the 144,161 filings 
with the Board, together with all the exemption claims, administra- 
tive hearings, court actions, and negotiations with the Board, will be 
charged to Government contracts through overhead or otherwise or 
will be deducted from taxes as normal expense. The result is that the 
Government pays out additionally or loses through tax deductions 
many times the amount of its recoveries by the Board. 

These are reasons the act should not be continued or should, at 
least, be confined to the narrowest limits. 


IMPROVEMENTS IN PROPOSED BILLS 


H. R. 11947 and H. R. 11948 liberalize the Renegotiation Act and, 
to this extent, are desirable amendments to exdatinig laiw. Several sim- 
ple and important improvements can be made, however, even without 
departing from the purpose or principle of these bills. 


AGENCIES INCLUDED 


Under the bill contracts with the General Services Administration 
would remain subject to renegotiation. The total value of these con- 
tracts of any size, however, is relatively small. But, more pertinent, 
the supplies bought by this agency tend to be common and house- 
keeping-type items; for example, paper, soap, office furniture. These 
are the articles which the public daily buys at retail. Generally they 


are bought by the agency through formally advertised bids and in 
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highly competitive markets at favorable discounts. Most would be 
exempt as standard commercial articles. Accordingly, there is no ap- 
parent reasons to add to the administrative burden by including the 
General Services Administration. 

Contracts with certain other activities should also be excluded. 
One of the arguments for renegotiating defense contracts is based on 
the high percentage of negotiated contracts, some 88 percent, by 
dollar volume of all military department contracts. This argument, 
however, does not apply to the construction programs of the Army 
Corps of Engineers and the Navy Bureau of Yards and Docks. Of 
all Army contracts of this nature entered into from January 1, 1953, 
through June 30, 1955, in the amount of $2,671,756,000, over 83 
percent were let by formally advertised bid and the corresponding 
Navy percentage was nearly 73 percent (H. Rept. No. 1688, 84th 
Cong., 2d sess.). The civil works function of the Army engineers is 
a normal peacetime function akin in nature to procurement by agencies 
such as the Bureau of Reclamation, TVA, and others excluded under 
the proposed bills. Therefore, these construction and related ac- 
tivities should clearly be excluded from renegotiation. 


STANDARD COMMERCIAL ARTICLE EXEMPTION 


The report of this committee dated May 31, 1956 (S. Doe. 126), 
repeatedly states, in connection with the standard commercial article 
exemption, that the exemption should apply only on an article-by- 
article basis and not by classes of articles. Although this was ex- 
pected to be helpful, it would, in effect, unintentionally nullify the 
exemption. Under the existing law, the Board by regulation per- 
mitted exemptions to be claimed by classes of articles and this could 
presumably be done under the proposed bills. But the report re- 
peatedly states it may not be done and emphasizes it with respect 
to the stock test, the price test, and the substantial identity test 
both for articles and services. 

Many companies, however, keep their records by classes of closely 
related articles and models of articles: product lines. It serves no 
business purpose and is uneconomical to account separately for thou- 
sands of articles and models. This is recognized as good accounting 
practice. Companies in this position will not have records to prove 
that 35 percent of their sales of an individual article were made to 
particular customers. Accordingly, the exemption would be denied 
them, however eligible for exemption they otherwise might be. Such 
contractors should therefore be given the option to exempt classes of 
articles and to prove the percentage of their sales as to the classes of 
articles. If there is concern as to the contractor’s classifications, 
authority might be given to the Board to review the classification 
system used. 

The proposal under section 9 of the bills that section 106 (e) of 
the act provide for the elimination of the standard commercial article 
exemption in any new emergency is unwarranted. Unless such an 
emergency causes a major disruption of our economy, the exemption 
should apply. In any event, the Congress will have ample time to 
—« in such an emergency before vast expenditures for such articles 
are made. 
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AMENDMENTS 


The foregoing improvements could be effected by the following 
changes in the proposed bills: 

1. (a) Change the first sentence of the proposed amendment of 
subsection (a) of section 103 of the article, as contained in section 3 
of the bill (lines 13 through 17, p. 3) to read: 


(a) Department.—The term “Department” means the 
Department of Defense, the Department of the Army except 
in relation to civil works and other construction programs of 
the Army Corps of Engineers, the Department of the Navy 
except in relation to construction programs of the Bureau 
of Yards and Docks, the Department of the Air Force, the 
Maritime Administration, and the Atomic Energy Com- 
mission. 


(b) Delete from subsection (b) immediately following, the refer- 
ence to the Administrator of General Services (line 7, p. 4). 

2. (a) Revise the first sentence of subsection (e) (1) of section 106, 
as proposed by section 9 of the bill (line 17, p. 11) to read as follows: 


(1) Exemption.—The provisions of this title shall not 
apply to amounts received or accrued in a fiscal year under 
any contract or subcontract for an article or service or class 


of article or service which (with respect to such fiscal year) 
7 * * * 
is 


(b) Revise the first sentence of subsection (e) (2) (B) of section 106 
of the act, as proposed in section 9 of the bill (line 22, p. 11) to read 
as follows: 


(B) The term “standard commercial article’? means, with 
respect to any fiscal year, an article or class of articles * * *. 


3. Delete subsection (e) (4) of section 106 of the act, as proposed in 
section 9 of the bill (lines 19 through 24, p. 14). 
Ricuarp M. Simpson. 
Noaw M. Mason. 
Tuomas B. Curtis. 
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VI. APPENDIX 


REPORT OF THE JOINT COMMITTEE ON INTERNAL REVENUE 
TAXATION RELATING TO RENEGOTIATION 


LETTERS OF TRANSMITTAL 


Jornt ComMmiTTrNe ON INTERNAL REVENUE TAXATION, 
Washington, D. C., May 31, 1956. 
The PrRestIpENT OF THE SENATE. 

Sir: Pursuant to section 6 of Public Law 216, 84th Congress, Ist 
session, I have the honor to submit the report of the Joint Committee 
on Internal Revenue Taxation dated May 31, 1956, relating to the 
Renegotiation Act of 1951. Attached thereto is a study prepared by 
the staff of the committee. Part I of the study has been adopted and 
approved by the committee and constitutes the report of the com- 
mittee. The other parts contain historical data and material in 
support of part I, and are submitted for the information of the 
(‘ongress without action being taken thereon by the committee. 

Very respectfully, 
Harry F. Byrp, Chairman. 





Jorny CoMMITTEE ON INTERNAL REVENUE TAXATION, 
Washington, D. C., May 31, 1956. 


The SPRAKER OF THE HousE oF REPRESENTATIVES. 


Sir: Pursuant to section 6 of Public Law 216, 84th Congress, ist 
session, I have the honor to submit the report of the Joint Committee 
on Internal Revenue Taxation dated May 31, 1956, relating to the 
Renegotiation Act of 1951. Attached thereto is a study prepared by 
the staff of the committee. Part I of the study has been adopted and 
approved by the committee and constitutes the report of the com- 
mittee. The other parts contain historical data and material in 
support of part I, and are submitted for the information of the 
Congress without action being taken thereon by the committee. 

Very respectfully, 


Harry F. Byrp, Chairman. 


55 











REVENUE TAXATION 





section 6 of Public Law 216 provides as follows: 


complete study in order to determine— 


1951 beyond December 31, 1956; and 


or desirable. 








REPORT OF THE JOINT COMMITTEE ON INTERNAL 


(Pursuant to Public Law 216, 84th Cong., 1st sess.) 


Wasurncton, D. C., May 31, 1956. 
In connection with the study of the Renegotiation Act of 1951, 


Sec. 6. (a) The Joint Committee on Internal Revenue Taxation, or any duly 
authorized subcommittee thereof, is hereby authorized and directed to make a 


(1) whether there is any necessity of extending the Renegotiation Act of 


(2) if any such further extension is found necessary, the extent to which 
renegotiation of Government contracts should apply after such date. 

(b) The joint committee shall, not later than May 31, 1956, report to the 

Senate and the House of Representatives the results of the study conducted pur- 

a suant to this section, together with such recommendations as it deems necessary 


; (c) For the purpose of making the study and report required by this section, 
: : the joint committee, and the chief of staff of the joint committee, may exercise 
‘ any of the powers conferred upon the joint committee and the chief of staff of 
3 the joint committee by sections 8021 and 8023 of the Internal Revenue Code of 


} 1954. The provisions of section 8023 (b) of such code shall apply to requests 


study to them. 
and renegotiation procedures. 


against the continuation of renegotiation. 








made under the authority of this subsection to the same extent as in the case of 
other requests made under the authority of section 8023 (a) of such code. 

: In aceordance with the above provisions of law the joint committee 
has caused its staff to make a study of renegotiation and to submit 
the results thereof. This study was made with the cooperation of the 
3 Department of Defense and the Renegotiation Board. 

Part I of the study contains the recommendations relating to the ex- 
tension and improvement of the 1951 Renegotiation Act. 
mittee adopts and unanimously approves part I, except that the Hon- 
; orable Wilbur D. Mills does not wish to commit himself on the 

merits of recommendations 2, 3, 4, 5, and 6 until he can give further 


4 Part II is a general discussion of the present defense procurement 
Part III is, in general, a discussion of the case for and the case 


Part IV is a detailed discussion of the reasons for the suggested 


. improvements in the act. 

+ In addition appendix I outlines the Renegotiation Act of 1951, as 
a. amended, and appendix II discusses the development of price and 
a profit limitation. 


Both the Department of Defense and the Renegotiation Board 
approve of all of the recommendations in this report. 


Harry F. Byrp, Chairman. 
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LETTER OF SUBMITTAL 





ConGrEss OF THE UNITED SraTEs, 
JotntT COMMITTEE ON INTERNAL REVENUE TAXATION, 
Washington, D. C., May 31, 1956. 
Hon. Harry F. Byrd, 


Chairman, Joint Committee on Internal Revenue Taxation, 
Washingten, D. C. 

My Dear Mr. Cxartrman: There is submitted herewith a study 
by the staff of the Joint Committee on Internal Revenue Taxation 
relating to the Renegotiation Act of 1951. 

In preparing this study the staff has had the cooperation of the 
Department of Defense and the Renegotiation Board, both of which 
approve the recommendations made for changes in the act as shown 
in part I. Also, in connection with the preparation of the study, sug- 
gestions were received from various industry groups. 

Respectfully submitted. 


Coun F. Sram, Chief of Staff. 
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STUDY BY THE STAFF OF THE JOINT COMMITTEE 
ON INTERNAL REVENUE TAXATION RELATING 
TO RENEGOTIATION 





Parr I. Generat Discussion 
(A) BACKGROUND IN BRIEF 


The purpose of the Renegotiation Act of 1951, as declared in the 
opening section of that act, is to eliminate excessive profits from con- 
tracts made with the United States, and from related subcontracts, in 
the course of the national-defense program. To accomplish this 
purpose the act prescribes certain factors which are to be taken into 
consideration in determining the excessiveness of profits, and directs 
that all excessive profits so determined be eliminated. 

Three points in the history of renegotiation are particularly pertinent 
to an understanding of the present situation. First, renegotiation is 
an after-the-fact examination of the contractor’s profit and perform- 
ance on all renegotiable business in a fiscal year. Renegotiation was 
established in the Renegotiation Act of 1942 as a method of lowering 
excessive prices on a contract-by-contract basis. Renegotiation of 
individual contracts and subcontracts involved serious practical 
difficulties and also proved unfair to contractors who were not able 
to offset losses against profits. Overall renegotiation of profits on a 
fiscal-year basis was provided by the Revenue Act of 1942. It has been 
on that pattern ever since. 

Secondly renegotiation was first proposed as a wartime measure 
and was terminated at the end of 1945. It was in effect again during 
the war in Korea. The Congress has in the past, however, considered 
it an appropriate measure in a semimobilization period. Thus, 
renegotiation was applied on a limited scale from 1948 to 1951 and 
the broad 1951 act was extended by the Congress in 1954 and again in 
1955. Presently the act will expire December 31, 1956. 

Finally, renegotiation is one of several defense profit-control meas- 
ures. The formula profit limitations of the Vinson-Trammell pro- 
visions were first enacted in 1934. These provisions, now inoperative, 
would come into effect if renegotiation were terminated. Various 
price redetermination provisions used in defense contracts also serve 
to recapture profits.’ 

At the present time all contracts with departments named in the 
act, and related subcontracts, are subject to renegotiation, except 
those contracts which are specifically exempt.’ Sales on contracts so 
subject must be reported to the Renegotiation Board in Washington. 
Such reports showing renegotiable sales under $500,000 are auto- 


1 More detailed historical information on profit limitation and renegotiation is contained in appendix IT, 
2 The exemptions are listed on p. 41, 
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matically exempt. Firms with over $500,000 of renegotiable sales 
must file a detailed information return. These returns are screened 
and those that are found to have no excessive profits are eliminated, 
and the contractor is so notified. The remaining filings are sent to the 
regional boards where either a specific determination of excessive 
profits is made or a clearance granted. These boards take into account 
the efficiency of the contractor, reasonableness of costs and profits, net 
worth, risk assumed, contribution to the defense effort, and then 
nature of the contractor’s business. 

A contractor may have a determination of a regional board reviewed 
by the central board in Washington. A complete review is also avail- 
able in the Tax Court. The determination by the Tax Court is final 
insofar as it relates to the amount of the excessive profits. 


(B) RECOMMENDATIONS 


1. Evaluation of renegotiation in its operation and results, leads 
to the conclusion that renegotiation should not become a perma- 
nent part of the law. We are now, however, in a period of semi- 
mobilization, with defense procurement running as high as $17 billion 
a year. The emphasis in the current defense program on rapid tech- 
nological improvement in weapous makes pricing difficult. For 
these reasons it is believed that a temporary extension of renegotiation 
is necessary. 

It is recommended that the Renegotiation Act of 1951 be extended to 
apply to receipts and accruals after December 31, 1956, and before 
January 1, 1959. 

2. Renegotiation creates serious, expensive compliance problems, 
which are particularly burdensome to small business. Furthermore, 
the present floor prevents the Board from concentrating on the large 
cases where the amounts involved justify the complicated procedure. 

It is, therefore, recommended that the statutory floor beneath which sales 
cannot be renegotiated be increased from $500,000 of sales to $1,000,000 
effective for fiscal years ending after June 30, 1956. 

3. The operation of the standard commercial article exemption has 
been seriously criticized both by the Board and by industry. Under 
present law an article is exempted only where the Board finds that 
competition for the particular article is such as may reasonably be 
expected to prevent excessive profits. Each year the Board must 
make such a finding on each article for which application for exemp- 
tion is made. This is a great burden on the Board and an inordinate 
expense to industry. 

It is recommended that the standard commercial article exemption pro- 
vision be amended by eliminating the test that competitive conditions must 
be such as will reasonably prevent excessive profits. 

In addition, substantial changes should be made in the definition 
of a standard commercial article. Under the present law the contrac- 
tor must file an application with the Board in order to obtain the bene- 
fit of the standard commercial article exemption. In deciding whether 
or not to grant the exemption the Board must often exemine the 
circumstances of other contractors, or of an entire industry, in deter- 
mining if the supply of the article is used to meet a significant civilian 
demand as well as to fill defense orders. 

It is recommended that a standard commercial article be defined as 
an article either customarily maintained in stock or covered by estab- 
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lished price quotations, but in either case, at least 35 percent of the 
dollar amount of the sales of such article by the contractor himself during 
the fiscal year must be for general civilian industrial or commercial use. 
If this definition is met the article would automatically qualify as a 
standard commercial article without the requirement that the contractor 
Jile an application and obtain the approval of the Board. 

Present law provides that an item which is “identical in every ma- 
terial respect” with a standard commercial article is also a standard 
commercial article. In general, “identical in every material respect’’ 
is defined in the present act to mean of the same kind, content and use, 
without necessarily being of the same specifications. In applying 
these tests the Board examines articles produced by other manufac- 
turers as well as those produced by the contractor claiming the exemp- 
tion. The word “use” in the present act, although relevant, has 
proved to be too flexible a concept and therefore not very helpful as a 
test of identity, and comparisons with similar articles produced by 
other contractors have made the provision difficult to apply. 

It is recommended that ‘‘reasonably comparable price”’ be substituted 
for “same use”’ in the present act and that comparisons be made only with 
other articles produced or sold by the contractor claiming the exemption. 
Contractors claiming exemption under this provision should still be re- 
quired to file applications and obtain Board approval. 

Under the above changes the contractor need only file an ap- 
plication for the standard commercial article exemption with the 
Board where his claim is for an article which is “identical in every 
material respect’’ with a standard commercial article. Jt is recom- 
mended that the action of the Board on this application be taken within 
3 months of filing instead of 6 months as under present law. 

It is recommended that these changes in the standard commercial 
article exemption be effective for fiscal years ending after June 30, 
1956. These changes are proposed on the basis of present conditions. 
In the event of a future national emergency declared by the Congress 
there should be no mandatory standard commercial article exemption. 

4. Under present law contracts with 21 Government agencies are 
subject to renegotiation. Renegotiable sales to many of these agencies 
are at relatively low levels. Also many of the agencies confine the 
bulk of their purchases to articles of standard specifications. Jt is 
recommended that with respect to receipts and accruals after December 31, 
1956, renegotiation be confined to contracts with the Departments of De- 
Sense, Army, Navy, and Air Force, the Atomic Energy Commission, the 
Maritime Administration, and the General Services Administration. 
The President should have the authority to designate contracts with 
other agencies as subject to renegotiation in the event of a future na- 
tional emergency declared by the Congress. 

5. It is recommended that the net worth factor contained in section 
103 (e) (2) of the act be retained on the assumption that in determining 
excessive profits no special emphasis is given to net worth and capital em- 
ployed as contrasted with the other statutory factors, and that in determin- 
ung excessive profits no ceiling is ope on the rate of return on net worth or 
capital employed. The Board has announced publicly that this is its 
present practice (see p. 30). 

6. The present act provides a 1-year carry forward of losses on re- 
negotiable contracts. Thus, the only loss which may be taken into 
account in a profit year is the loss sustained in the immediately pre- 
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ceding fiscal year. Jt is recommended that in determining profits on 
renegotiable sales with respect to any fiscal year ending on or after De- 
cember 31, 1956, losses sustained on renegotiable business in the two 
preceding fiscal years should be allowed as a carry forward. 

7. Under present law business firms having renegotiable sales below 
$500,000, although not subject to renegotiation, are required to file a 
statement to the effect that their renegotiable sales are under this 
figure. It is recommended that in the case of contractors below the stat- 
utory floor of $1 million, the filing of this statement of nonapplicability 
be optional with respect to any fiscal year ending after June 30, 1956. 
As under present law, if the Board takes no action on the filing 
within one year, the renegotiation is permanently foreclosed in the 
absence of fraud or malfeasance, or misrepresentation of a material 
fact. A contractor could file the statement in order to obtain a final 
settlement of his renegotiation status. 

8. The present procedure for appealing renegotiation cases to the 
Tax Court, and from the Tax Court to higher courts, should not be 
changed. Jt is recommended that it be made clear that section 108 means 
that an order of the Board is stayed during review by the Tax Court only 
if adequate bond is posted. 

9. fn general, Government agencies are required to make an annual 
report to Congress. This is not true of the Renegotiation Board. 
It is recommended that the Renegotiation Board make an annual report 
of its activities for each Government fiscal year beginning with the fiscal 
year 1956. This report should be made by January 1, following the close 
of the fiscal year. 

; i Various minor technical amendments are recommended as 
ollows: 

(a) Subcontracts made after June 30, 1956, under a contract with 
a tax-erempt organization should not be automatically erempt from 
renegotiation. 

(b) Provision should be made, as in the World War IT renegotia- 
tion law, that receipts and accruals after termination of the act 
attributable to performance before termination should be considered 
to have been received or accrued prior to the termination date. 

(c) The present permissive exemption from renegotiation for con- 
tracts and subcontracts to be wholly performed abroad by foreign 
contractors should be made mandatory with respect to receipts or 
accruals after June 30, 1956. This would not apply to a foreign 
corporation which is a subsidiary of a domestic corporation. 

(d) Section 113 of the act now relieves persons employed by 
the Board through December 31, 1953, from the usual conflict of 
interest restrictions upon former Government employees. In 
view of the proposed extension of the act, it is recommended that 
this provision be amended to apply to persons employed by the 
Board at any time. Any such employee will be barred per- 
manently, of course, from handling any renegotiation case which 
he handled for the Board during his employment. 

(e) The act provides a floor of $500,000 for renegotiable sales 
generally, but a separate floor of $25,000 is provided for sub- 
contracts for brokerage fees or commissions. In determining 
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whether companies under common control have renegotiable 
sales in excess of the floor, transactions between members of the 
group are not counted as sales. This has an unintended result 
where brokerage commissions of more than $25,000 are received 
by one such member from another. Jt is recommended, therefore, 
that in determining for any fiscal ending on or after June 30, 1956, 
whether a group of commonly con trolled contractors has exceeded the 
$25,000 floor, commissions received by one member of the group 
from any other member thereof should not be eliminated. 

11. Industry and Government representatives expressed a general 
preference for renegotiation as compared with the type of profit-control 
provisions provided by the Vinson-Trammell and Merchant Marine 
Acts. The provisions of these acts will, however, come into operation 
automatically if renegotiation is allowed to terminate. 

Before renegotiation is finally terminated, it is recommended that 
the appropriate committees of the Congress review the entire profit limita- 
tion area, including the profit limitation provisions of the Vinson- 
Trammel and Merchant Marine Acts, for the purpose of determining 
whether these provisions are adequate, necessary, or workable. Such 
review should also include the scope and effect of price redetermination 
provisions incorporated in procurement contracts. 


(Cc) LETTERS FROM THE DEPARTMENT OF THE AIR FORCE AND THE 
RENEGOTIATION BOARD 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D. C., May 81, 1956. 
Hon. Harry F. Byrp, 
Chairman, Joint Committee on Internal Revenue Taxation, 
Congress of the United States. 

Dear Mr. CuarrMaNn: This is in response to your request of May 24, 1956, to 
the Department of the Air Foree for the views of the Department of Defense with 
respect to recommendations 1 through 11 which are contained in pages 3TU to 
5TU of the galley print as revised, of Report of the Joint Committee on Internal 
Revenue Taxation Relating to Renegotiation. The Department of the Air Force 
has been designated to present the views of the Department of Defense with respect 
to these recommendations. 

The Department of Defense has carefully reviewed the recommendations and 
strongly concurs in a 2-year extension of the Renegotiation Act of 1951, as 
amended. Further, the Department of Defense approves the other recom- 
mendations. 

The Department of Defense would like to suggest that the implementing 
legislation grant the President as well as the Congress the authority to declare 
a state of national emergency, which will affect certain of these recommendations. 
In addition, the Department of Defense understands that it will be given an 
opportunity to comment upon the implementing legislation. It is our further 
understanding that the Renegotiation Board has indicated that the proposed 
amendments with respect to the definition of standard commercial articles will 
assist the administration of the act. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Department of Defense. 

The Bureau of the Budget has advised that it has no objection to the submission 
of this report. 

Sincerely yours, 


Dup.tey C. SHarp, 
Assistant Secretary of the Air Force. 
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Tue RENEGOTIATION Boarp, 
Washington, D. C., May 31, 1956. 
Hon. Harry F. Brrp 


Chairman, Joint Committee on Internal Revenue Taxation, 
Senate Office Building, Washington, D. C. 


Dear Senator Byrrp: You have requested a statement of the views of the 
Renegotiation Board on the recommendations proposed to be included in the report 
on renegotiation about to be submitted to the Congress by the Joint Committee 
on Internal Revenue Taxation, pursuant to Public Law 216, section 6, 84th 
Congress, Ist session, approved August 3, 1955. 

As you know, the Renegotiation Board has cooperated closely with the staff of 
the joint committee by rendering technical assistance in the course of the study 
leading to this report. Certain of the recommendations reflect suggestions made 
by ihe is itself for needed improvements in the Renegotiation Act of 1951, as 
amended. 

The Board approves the recommendations 1 to 11, inclusive, in that the Board 
believes they would improve the administration of the Act within the areas in 
which renegotiation may be desired. 

The Bureau of the Budget has advised that it has no objection to the submission 
of this letter. 

Sincerely yours, 
Tuomas CoGGEsHALL, Chairman. 


Part II. Present LAw Derense PRocUREMENT AND 
RENEGOTIATION 


(A) PROCUREMENT PRICING AND RENEGOTIATION 


A defense procurement program at current levels involves serious 
pricing problems. In many areas the Government takes such a large 
part of the output of a product that it completely disrupts civilian 
market prices. In other areas the Government must purchase new 
articles which have no free market prices. In still other areas, in the 
interest of long-run economy, the Government makes purchases at 
something other than the lowest price available in the market, for 
example, to bring small business into defense production, to deal with 
a firm that can meet an early delivery schedule, or to place contracts 
in a labor surplus area. 

A question about the ability of the normal competitive market to 
meet the needs of military procurement is recognized in the extension 
of numerous grounds for purchases through negotiated contracts under 
the Armed Services Procurement Act. Some 88 percent, by dollar 
volume, of procurement contracts by the Defense Department is done 
through negotiated contracts. The calculation for a negotiated price 
must cover, of course, the estimated accounting costs, and, also, must 
make allowance for a return on capital to be employed, a return for 
the risks to be incurred, and a return for the amount of management 
services that will be required. These latter returns, to the extent 
they exceed payments to outsiders, are called profits in the accounting 
sense. It may be seen, however, that the negotiated price must 
provide for such profits because there would be little reason to expect 
contractors to undertake Government business if the Government 
purchase price does not provide a return for these services comparable 
to what they could earn elsewhere. Thus, the initial Government 
procurement process, in fixing reasonable negotiated prices, must 
anticipate and provide reasonable profit. 
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The proposed Armed Services Procurement Regulation, section 
III, part 7, dealing with price negotiation policies and techniques, 
discusses the matter as follows: 

8-708.3 Profit. As previously stated, there is no fixed formula for the establish- 
ment of a fair and reasonable estimate for profit. Where competition is adequate 
and effective and pro Is are on a firm price basis. the Contracting Officer 
should concern himself with the amount of estimated profit included in a price 
only in the unusual case. However, when considered in the light of an individual 
procurement and the lack of competition or other knowledge does not permit 
acceptance of the initial quotations, there are certain factors which may affect 
the amount of the estimate of a fair and reasonable profit when negotiation of a 
price 1s necessary. 

The factors cited in the regulation include: (1) degree of risk, (2) 
extent of Government assistance, (3) contribution to the defense 
effort, (4) character of contractor’s business, and (5) contractor’s 
performance. 

Looking at the supplier’s profit position is not different in essence 
from the procurement policy of a large-scale business firm. The 
firm attempts to purchase at market price or if the market price is 
considered too high then the firm expects to get the product at a 
price that covers cost and a reasonable profit. The weapon of the 
private firm to assure such a price is the prospect of producing the 
article itself. Large retail outlets have established their own brands 
and large manufacturing establishments have created their own 
sources of supply. 

Even granting that the pricing of the bulk of defense procurement 
must be on the basis of making allowance for reasonable costs and 
reasonable profits it is still obvious that at the time of entering con- 
tracts these things are clouded in uncertainty. To deal with this the 
services have adopted a variety of contracting techniques. A fixed 
price contract may provide an escalation clause, a formula price ad- 
justment for raw material price changes, wage rate changes, etc. The 
contract may provide for one or several price redeterminations. These 
may relate to future deliveries only or they may change the price for 
deliveries already made as well. The contract may provide a target 
cost and profit with provision for paying the contractor a certain 
percentage of cost savings from the target. 

The renegotiation statute in the present law assumes that contract 
pricing alone, however careful, is not adequate to assure procurement 
at reasonable profit. There are two reasons for this assumption. 

The first is that the contractor’s entire operation, rather than merely 
the separate contracts, must be examined. A reasonable price for 
article A may be $100 if this is the only article produced in a plant. 
If, later, a contract is placed for article B in the same plant it may 
develop that only very little extra labor, materials and management 
time are ccuisk ine | indicating a possible price for B of $50. Rte 

1e 


not all of the plant overhead should be carried by article A, 

appropriate allocation may be a very difficult question. The renego- 
tiation process does not attempt to recalculate the price of each 
contract, of which there may have been hundreds, but seeks to deter- 
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mine whether or not the total receipts and total profits were reasonable 
for the services performed. 

The second reason is that the extreme contingencies involved in 
continual changes in design call for a look at the whole operation of a 
contractor, after the contingencies have materialized. ith respect 
to these contingencies renegotiation attempts the very difficult task 
of evaluating the resulting profit in terms of what the contractor did 
to make the contingencies come out as they did. High quality 
performance should justify higher profits than routine performance. 

Turning to the mechanics of renegotiation, every firm with rene- 

gotiable business must file an information return with the Renego- 
tiation Board annually. The essence of this return for firms whose 
sales exceed the statutory minimum is a segregation of sales and costs 
between renegotiable business and other business. This is a cost 
problem not required for income tax accounting but is generally the 
sort of analysis that must be available for ordinary internal manage- 
ment, including Government contract negotiations. 
The Renegotiation Act provides that contractors be reviewed for 
evidence of excessive profits on renegotiable business. Cases are 
screened by the Washington Board to eliminate those which can 
readily be dismissed as not having excessive profits. This takes from 
6 to 8 weeks. About 12 percent are referred to regional boards for 
further processing. 

The first step of the further processing is an accounting review. 
Segregation of renegotiable sales and allocation of costs between 
renegotiable and other sales are examined. Certain tests of allowable 
costs on renegotiable business are applied and various ratios are cal- 
culated which are later used to evaluate the contractor’s performance. 
On the basis of the reviewed accounting statement the regional 
board conducts a review of the contractor’s profit following the guide- 
lines of the factors relating to excessiveness of profits stated in the 
renegotiation statute. In practice much of this involves a review of 
performance, with evaluation of internal cost controls, rate of return, 
contribution to the defense effort and risk borne by the contractor. 
In addition to analysis of the accounting statement reliance is placed 
on the following techniques: 

(1) Cost comparison with other firms where the same product is 
involved. 

(2) Relative profit to sales ratios of similar firms where there is 
no identical product. 

(3) Performance reports by the procuring department on direct con- 
tracts, and reports from the prime contractor on subcontracts. In all 
of this analysis various special circumstances are taken into account. 

The regional board may determine a clearance or a refund. In 78 
percent of the cases completed by the end of 1955, the decisions of the 
regional boards were final. Uniler present Board regulations ail 
i, or board determinations involving profits of over $800,000 are 
subject to approval by the Washington Board. It is estimated that 
these cases involve renegotiable sales of $10 million or more. Any 
refund determination made by the regional board may be appealed 
to Washington by the contractor. A decision of the Washington 
Board may be appealed to the Tax Court. On the question of 
excessiveness of profits the Tax Court decision is final. 
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(B) SUMMARY OF RESULTS OF RENEGOTIATION 


1. Departments named in the act or designated by the President 


Section 103 of the Renegotiation Act provides that contracts with 
certain agencies shall be subject to renegotiation, and that contracts 
with other agencies may be made subject to renegotiation if so desig- 
nated by the President. The named and designated departments 
together with the respective applicable dates are as follows: 


Named in the act: 
Department of Defense 
Department of the Army 
Department of the Navy 
Department of the Air Force 
Department of Commerce 
Panama Canal Company 
Canal Zone Government 
General Services Administration 
Atomic Energy Commission 
Reconstruction Finance Corporation 
Housing and Home Finance Agency 


Designated by the President: 
July 1, 1951: 
Federal Civil Defense Administration 
National Advisory Committee for Aeronautics 
Tennessee Valley Authority 
Treasury Department 
United States Coast Guard 
October 1, 1951: 
Defense Materials Procurement Agency 
Interior Department 
Bureau of Mines 
United States Geological Survey 
November 1, 1951: 
Interior Department 
Bonneville Power Administration 
July 1, 1952: 
Interior Department 
Bureau of Reclamation 
October 1, 1954: 
Federal Facilities Corporation 


2. Financial results 


Table 1 is a compilation of the number of contracts entered into 
and the amount of such contracts for the fiscal years 1951 through 
1955. This table includes all of the departments and agencies 
covered by the act with the exception of the Reconstruction Finance 
Corporation and the Federal Facilities Corporation for which there 
are no available data and the Defense Materials Procurement Agency 
which entered into no contracts subject to renegotiation. 
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Tape 1—Number of contracts and amount thereof entered into by departments 
and agencies as provided by the 1951 Renegotiation Act or Executive order 























(Dollar figures in thousands] 
Fiscal years— 
Total 
1951-55 
1951 1952 1953 1054 1955 
Department of Defense 
mo Navy and Air 
orce): 
Number of contracts---.---|...--------- 114, 993 93, 125 75, 596 76, 589 360, 303 
Total value of contracts... |$30, 785, 000 |$41, 248, 000 $28, 394, 000 |$11, 563, 000 $14, 752,000 |$126, 742, 000 
United States Atomic Energy 
Commission: 
Number of contracts...--.- 1,920 17, 906 21, 975 15, 418 15, 068 71, 387 
Total value of contracts...| $1, 242, 292 | $1,101,797 | $2,739, 515 $1, 700, 191 $904,377 | $7,688, 172 
Department of Commerce ?.-- 799 792 565 260 2, 468 
162, 904 239, 164 120, 859 65, 526 72, 244 664, 754 
Tennessee Valley Authority: 
Number of contracts... -.-- 36, 000 40, 000 40, 500 39, 154 31, 823 187, 477 
Total value of contracts...| $200,771 $233, 642 $103, 512 $39, 282 $25, 159 $602, 467 
Bonneville Power Admin- 
istration (Interior Depart- 
ment): 
Number of contracts------ 125 44 350 254 348 1, 571 
Total value of contracts... $12, 749 $30, 318 $24, 340 $14, 240 $16, 556 $98, 203 
National Advisory Commit- 
tee for Aeronautics: 
Number of contracts..----|------------ 25, 616 17, 358 2, 338 2, 580 47, 892 
Total value of contracts-..|-...-------- $37, 067 $36, 943 $13, 144 $16, 198 $103, 352 
Bureau of Reclamation (In- 
terior Department): 
Number of contracts----.-- 5, 008 7, 196 8, 875 7, 705 8, 161 36, 945 
Total value of contracts... $73, 752 $72, 216 $20, 531 $20, 186 $13, 967 $200, 652 
by og Services Administra- 
tion: 
Number of contracts. ..--- 376 29 34 2, 056 


1, 408 209 
Total value of contracts...| 1 $263,767 | 1 $41, 524 $32, 550 $4, 796 $8, 573 $351, 210 
United States Coast Guard ? 
(Treasury Department): 








Number of contracts-..---- 337 420 260 213 229 1,459 
Total value of contracts-.-. $21, 192 $21, 464 $10, 640 $22, 288 $8, 162 $83, 746 
The Panama Canal Company 
and Canal Zone Govern- 
ment: 
Number of contracts. -.-- 7 15 2 29 71 142 
Total value of contracts... $2, 523 $12, 279 $2, 560 $7,011 $2, 972 $27, 345 
a and Home Finance 
umber of contracts... -.-- 247 104 234 126 32 833 
Total value of contracts... $14, 356 $36, 505 $34, 105 $8, 667 $2, 659 $96, 292 
— of > (Interior 
umber of contracts... -.-- 93 85 83 132 109 502 
Total value of contracts... $3,749 $4, 930 $3, 685 $4, 243 $2, 086 $18, 693 
Geological Survey (Interior 
Department): 
Number of contracts-.---- 90 97 100 125 64 476 
Total value of contracts... $3, 875 $4, 348 $2, 907 $2, 614 $1, 259 $15, 003 
Federal Civil Defense Admin- 
istration. .....-.------------ 5 41 23 31 47 147 
14 288 74 116 2s 851 
Number of contracts....-.----]------------|-------2---0)---enenennn = [nnn en ererann|on errr 713, 658 
Total value of contracts.......|.-----------|---------0+-|--------2--~|onnnnnnnnnne|osrnnnnnnnn= 136, 692, 740 




















1 Includes only those contracts estimated to have a total cost in excess of $25,000. 
2 Does not ude contracts under the amount of $10,000. 


Source: Departments and agencies covered. 
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Table 2 shows the total number of filings by contractors under the 
1951 act through December 31, 1955. A filing can cover the results 
from one or hundreds of contracts. The table shows that there were 
filed with the Renegotiation Board a total of 144,161 cases. Of these 
127,841, or 88.7 percent, were eliminated from consideration because 
they were either under the statutory minimum or they were screened 
out because the report showed no excessive profits. There were 
17,187 cases, or 11.9 percent, of the total actually assigned to the 
regional boards for examination. Of this number 3,215 had not been 
completed as of December 31, 1955; 11,667 had been cleared; and 
2,305, or 1.6 percent of the original filings, had been found to have 
excessive profits. 


TaBLe 2.—Total filings and their disposition through Dee. 31, 1955 























Number Percent 
Total filings received by the Board through Dee. 31, 1955... poe 144, 161 100. 00 
Less: 
(1) Number below $500,000 statutory minimum. -.__.....-- 103, 441 
(2) Number screened out (obviously no excessive profits)... 24, 400 
a 127, 841 88.7 
Number remaining for assignment to the Regional Boards_.__...___.__- 16, 320 11.3 
Assignments made without filings and other special cases.._............. 867 
Total assignments to the Regional Boards. ._.................-..-.- 17, 187 11.9 
Assignments: 
(1) Not completed as of Dec. 31, 1955_-..-.........--.. i 3, 215 2.2 
(2) Completed as of Dec. 31, 1965... -......---..26-cs0-s-------- 13, 972 9.7 
(3) Cleared or otherwise disposed of. _..................-.-...- 11, 667 8.1 
(4) Resulting in determination of excessive profits. ...........- 2, 305 1.6 











Source: Renegotiation Board. 


Table 3 shows the disposition of the assignments through December 
31, 1955, in which the boards actually found excessive profits. Of 
the 2,305 cases, the renegotiable sales amounted to $11,278 million, 
and $380 million of excessive profits were determined. Subsection 
(B) of this table is an attempt to determine as far as possible the net 
recoveries to the Government made by the Renegotiation Board and 
from voluntary refunds and price reductions made to the Government. 
The table shows that net recoveries by the Board were $115 million, 
and that net recoveries from voluntary refunds and price reductions 
amounted to $92 million, a total of $207 million. The voluntary 
refunds and price reductions recorded here are only those made in cases 
where the contractor has actually been renegotiated. The amount 
of voluntary refunds in cases where the contractors were screened out 
of renegotiation is not known. It should also be pointed out that 
these figures cannot be taken as absolute net recoveries because no 
allowance has been made for the tax deductible expenses incurred by 
the contractors in keeping records, segregating sales, and the like, in 
connection with renegotiation. 
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TaBLe 3.—Disposition of assignments through Dec. 31, 1955, resulting in excessive 
profits and the net effect of voluntary refunds and recoveries by the Renegotiation 
Board since enaciment of the 1951 act. 


A. NUMBER OF aes 8 EL THEIR SALES AND EXCESSIVE PROFITS 
ETERMINED BY THE BOARD 





























Renegotiable| Execssive 

Type Number sales in- profits de- 

volved termined 

(in millions) | (in millions) 
By agrecmiont...5.5..12:.0.2...04.2 Fdticn daddies Mind bekdinnsk 2, 195 $10, 051 $352 
a ihe tat whsotia~debeninapaithcdbaiaehidvpnhasiagwie 110 1, 226 28 
DONE incdadinddeiiis Rienicctieiadakinessdpmiacthteie tet 2, 305 11, 278 380 
B. NET RECOVERIES BY THE RENEGOTIATION BOARD AND NET RECOVERIES 


THROUGH VOLUNTARY REFUNDS AND PRICE REDUCTIONS TO THE GOVERN- 
MENT? 





In millions 
(1) Gross recoveries by Renegotiation Board..................-....2---.-..2..6--+-4.-------20-+--- 
Cy SE, ee OS ies ac ananedugmagers wae $247 
(d) Administrative expenses 18 
ip AE CSE CUE UE HO TUNES ns cidece asd sectntadyonaandlnsinncs dovcnpdqeeinanusnnteqhetass 265 
(3) I I SO I ne een nha nani hdealipantneigehhnsanant 115 
(4) Gross recoveries from epee ane and Loring anfartien to the Government. -..........-.- 263 
(a) Less: Tax effect 3. rr ae * sae Soe dlensrdsetcssiget ” Eee 
(5) Net recoveries from voluntary refunds and price reductions. ....................-.-...-.-- 92 
(6) Total net recoveries by the Board and from voluntary refunds and price reductions to the 


a att a eee ee 
! Source: Renegotiation Board. 
? Source: Data on gross sales and recoveries, Renegotiation Board. 
3 Based on analysis by Internal Revenue Service. 


Table 4 was prepared from material furnished by the Department 
of Defense. This table shows the Department of Defense expendi- 
tures for the years 1951 through 1955 and estimates for 1956 and 
1957. The data are segregated between estimated renegotiable and 
nonrenegotiable expenditures. 


TABLE 4.—Estimated breakdown of renegotiable status of Department of Defense 
expenditures 1951-57 





























{In millions} 
Fiscal years— 
1951 1952 1953 1954 1955 1956, es- | 1957, es- 
timate timate 
Extent to which renegotiation 
on RSE REE See $8,039 | $20,293 | $29,938 | $22,213 | $17,546 | $16,500 $16, 500 
Extent to which renegotiation 
did not apply...........-.--. 12, 004 18, 529 13, 775 18, 271 17, 993 18, 075 19, 047 
Total expenditures__..... 20, 043 38, 822 43,713 40, 484 35, 539 34, 575 35, 547 











Source: Constructed from data furnished by the Department of Defense. 
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Parr III. Continvation or RENEGOTIATION 


(A) CASE FOR CONTINUATION OF RENEGOTIATION 


The message of President Eisenhower dated March 7, 1955, stated: 


In spite of major improvements which we have achieved in our contracting 
and price redetermination operations, there nevertheless remains an area in which 
only renegotiation can be effective to assure that the United States gets what it 
needs for defense at fair prices. 5 


If all prime contracts and subcontracts could be made at prices 
that were fair, not only in the light of the facts and circumstances 
then existing, but also in relation to all pertinent developments oc- 
curring later in the fiscal year of the contractor, principally additional 
Sesmig ert volume, and if all such present and future facts could be 

own by the procurement officer negotiating each individual prime 
contract, and by each industry purchasing agent negotiating each 
individual subcontract, there would be no need or justification for 
renegotiation at any time. Since this is not possible, it follows that 
an individual price that has been soundly negotiated and is honestly 
believed to be fair and proper at the time of the negotiation may 
prove, in relation to subsequent developments, to be unfair and im- 
itd in the sense that it yields excessive profits to the contractor. 

o the extent that renegotiation eliminates such excessive profits, it 
may be said to adjust the prices of the contractor to a level that is, 
once again, fair and proper in relation to all of the facts and circum- 
stances surrounding the procurement. 

In explaining the necessity for the continuation of renegotiation 
the Secretary of the Air Force, as spokesman for the Defense Depart- 
ment, in a letter dated May 2, 1956, to the Speaker of the House, 
recommending a 2-year extension, stated: 


Essentially the same reasons which existed for the passage of the original act, 
and the extensions thereof, continue to exist. The estimate of expenditures sub- 
ject to renegotiation for fiscal year 1956 will approximate $16.5 billion, and the 
same order of magnitude is forecast for fiscal years 1957 and 1958. It seems clear 
that this sustained high rate of spending over the next 2 years, as compared to 
any so-called peacetime period, is a compelling factor in favor of extension, 

While we have achieved major improvements in our pricing policies and con- 
tracting techniques, there nevertheless remains an area in which only renego- 
tiation can be effective to assure that the United States gets what it needs for 
defense without paying excessive profits. In the changing technology of the 
defense effort, new equipment becomes more complex and past production and 
cost experience is not necessarily satisfactory for forecasting and avoiding uncon- 
scionable profits. This factor has increased dramatically in importance with the 
new urgency which has centered on the guided-missile and supersonic-aircraft 
programs. The problem is further complicated by the numerious changes and 
improvements which are necessarily introduced into production to achieve better 
performance, safety in flight, and producibility. Under such circumstances price 
redetermination and other pricing techniques cannot be considered a — 
solution. Other factors also preclude close pricing to the extent desired. hese 
arise principally in situations where the Government is unable to obtain the bene- 
fits accruing from extensive competition because of limited sourees or proprietary 
situations. 

Experience has proved that statutory renegotiation is an effective method 
of insuring against excessive profits, particularly where volume is abnormal. It 
has a salutary effect in contract pricing and has proved particularly effective in 
the subcontracting areas where maintenance of controls to prevent excessive 
profits is extremely difficult. In consideration of the very large percentage of 
dollars involved in subcontracting, renegotiation is particularly desirable and 
necessary. 
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Although this country is at peace, we ize that the country is in a state 
of semimobilization and that, so long as defense expenditures continue at the 
present rate, we must do everything in our power to see to it that the maximum 
return is received for each dollar spent. Extension of the Renegotiation Act of 
1951 is an important step in achieving this objective. 


(B) CASE AGAINST CONTINUING RENEGOTIATION 


The following is a summary of the arguments received against the 
continuation of renegotiation: 

Since the Korean war competition has reemerged in a vast number 
of markets, and in these areas competition is adequate protection 
against excessive prices and profits. In the area of highly specialized 
production where competition may not be significant the best pro- 
tection against “excessive profits” is the use of the technical skill of 
the procurement personnel because they have had adequate time to 
acquire expert skills with which to deal with this problem. As long 
as Government buyers know that there will be a ‘second look’ at 
the profits under the contracts they will continue to “lean on the 
crutch” of renegotiation instead of relying on their own adequate 
training and skill 

An examination of the Renegotiation Act and a study of its operation 
reveal its obvious unfairness and capriciousness. After a contract 
se has been agreed upon a contractor making a profit may later 

nd that a large portion of his profit is eliminated by the imposition 
of a 100 percent tax on what the Board deems excessive profits. 
If the contractor has suffered a loss, he would have had no remedy at 
all. Furthermore, the manner in which the act attempts to eliminate 
excessive profits is capricious. Although the act sets out certain 
factors to be considered by the Board in determining the amount of 
excessive profits, these factors are so vague that their application by 
the oand amounts to no more than an arbitrary judgment, as evi- 
denced by differences of very substantial amounts between determina- 
tions of the Washington and regional boards. 

Renegotiation discourages efficiency and incentive by reducing 
profits of contractors engaged in defense work. One unfortunate 
result of this policy is that more and more efficient producers are 
avoiding renegotiable business and entering the commercial field where 
their efficiency will be rewarded. Also within the renegotiation field 
itself efficiency is not properly rewarded. An efficient producer 
may manufacture an item and sell it for $950, making a profit of 25 
percent. An inefficient producer sells the same item for $1,000 and 
makes a profit of only 10 percent on the same volume. In spite of the 
fact that the efficient contractor sold the item at a considerable lower 
price, it is that contractor and not his inefficient competitor who 
will be renegotiated. This tendency to discourage efficiency causes 
contractors to be less interested in efficiency when engaged in renego- 
tiable business. 

The recordkeeping required and the dealings with the Board are 
time-consuming and burdensome, particularly on small businesses 
who do not, as a general rule, have regular full-time accountants and 
attorneys.* 

# One industry group presented the following data as to compliance cost within its industry: 
recover ina tn tenbentinble, Guiness can both be severtained with reasonable soourasy, the question of bow 


to measure the cost of industry com is understandably difficult. In our p statement, we esti- 
mated the cost to be in the neigh of one-tenth of 1 percent of renegotiable sales. This figure, how- 
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Delay in processing renegotiation cases also creates a dilemma for 
contractors, especially in the case of small business. Although con- 
tractors might personally feel that their profits from defense contracts 
were entirely reasonable, they are very reluctant to invest their liquid 
assets in expansion or improvement of plant and facilities or distribute 
profits as long as there is a possibility that they may be renegotiated 
at a later date. 


(C) PROCUREMENT PROCEDURES AS A SUBSTITUTE FOR RENEGOTIATION 


It has been asserted that careful defense procurement policy should 
result in such close pricing as to substantially eliminate excessive 
profits and thus the need for renegotiation. A number of aspects of 
this contention deserve separate comment. 

(1) It is often argued that greater reliance on formal advertised 
competitive bidding will make greater use of competitive forces in the 
economy and reduce the need for renegotiation. Successful use of 
this technique requires a large number of suppliers effectively bidding 
against each other on a product with definitive specifications. It is 
readily seen that this is substantially the situation referred to in the 
discussion of the standard commercial article exemption. Recom- 
mendations are made for considerably liberalizing the standard com- 
mercial article exemption in present law. With this more liberal ex- 
emption it will be seen that in fact there will not be a great deal of 


ever, was based on experience of companies in our industries during the peak of military procurement. In 
order to bring this up to date and make it more meaningful to the committee in terms of specific situations, 
a recent sample check was undertaken of company experience within the various capital goods industries 
which comprise oar membership. The results reveal a number of significant facts and trends which the 
committee might wish to take into consideration. 

“Increased administrative costs —The first of these is the almost universal experience among companies 
polled of sharply rising administrative costs of compliance with renegotiation when measured in terms of 
& percentage of renegotiable sales. One of the unfortunate phenomena of renegotiation is the tendency for 
industry costs of salary and overhead directly attributable to the renegotiation process to remain almost 
constant regardless of the recent decline in volume of renegotiable business occasioned in large part by a 
shift in the type of procurement and to some extent by the various statutory and administrative exemptions. 

“Thus, with most companies in the capital goods and allied industrial equipment industries having 
experienced a sharp decline in renegotiable business and currently ponder. only a small portion of their 
industrial capacity to Government business, the ratio of costs to renegotiable business has soared. The 
result has been to reduce, in most instances, the net recovery to the Government on refunds which reason- 
ably can be anticipated for 1954, 1955, and 1956 to a minus figure. 

“While our study confirmed our previous assumption that the cost to medium and small business would 
be  epigocei’ Bape yd than that for the larger companies, it was significant that for the er 1954—and there- 
after—a number of the larger companies have indicated that their costs are running higher than the one- 
tenth of 1 percent. In no instance did the survey reveal that this figure was higher than the experience of 
the reporting company. 

“Admittedly, military procurement represents only a small portion of capital goods industries’ production 
Those few companies in our economy whose productive capacity is currently devoted in large part to present 
and future military weapons and systems might ee a smaller cost-of-compliance ratio than 
that prevailing in our industries. The cost in dollars, however, even in these situations, undoubtedly re- 
mains exceedingly high. 

“The effect of amendments.—While various statutory amendments have reduced the amount of receipts 
and accruals subject to renegotiation, the administrative costs for most of those companies which remain 
under the act on some part of their sales continue at their former level. In the case of the standard com- 
mercial article exemption—which has been so narrowly construed as to make it practically inapplicable to 
any of our growth industries—the cost of additional filing and substantiating a SCA R each year has actually 
added to the administrative burden for most companies without corresponding benefits to anyone. 


“Drain on management 


“While the acute shortage of scientists and engineers has been widely publicized, the business communi 
and the Government are also keenly aware of the growing shortage of well-trained management personnel. 
As the complexities of business administration increase, not only in production and research but in such 
areas as human relations, finance, taxation, etc., every company—and particularly a smaller one—finds it 
increasingly difficult to keep adequately staffed. It is not uncommon for the comptroller, the financial vice 
president, or even the president of a company to devote a significant amount of time to a renegotiation case 
which, based on current experience, is apt to take some 3 years to process unless an inordinate amount of 
time is spent to try to speed it through. 

“In this situation, the diversion of professional manpower to the complex and time-consuming task of 
renegotiation represents more than an item of cost to the taxpayer; it constitutes a drain on our economy of 
an already scarce commodity—professional manpower. The benefits to be obtained from continued ren 
tiation must be carefully evaluated, and the fin: would have to be very favorable indeed to justify the 
inherent waste. In our judgment, the case has not been made in the present situation.” 
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Jost tegen in those areas where advertised competitive bids are 
used. 

(2) Within the area of negotiated contracts a number of contract 
techniques have been employed that deal with many of the contin- 
gencies which could cause a reasonable procurement price to produce 
an unreasonable profit. These are summarized below 

(a) Firm fixed-price contract: Suitable where there is little 
uncertainty 

(6) Fixed-price contract with escalation: Escalation clauses 
deal with contingencies beyond the control of the contractor, such 
as material prices. Generally, escalation may be up or down, 
but a ceiling is‘provided. Actually such clauses are used rarely. 

(c) Fixed-price redeterminable: A procurement contract may 
provide a tentative price with provisions for redetermination of 
price at one or more later points in time. The redetermination 
may go to fix prices on future delivery only or it may provide 
price adjustment for both past and future deliveries. Redeter- 
mination can result in upward or downward price adjustment. 
Generally the redetermination is set before 20 percent of deliveries 
are made or 30 percent of cost of performance is incurred. Re- 
determination upon completion of the contract is rare. 

(¢d) Fixed-price incentive contract: A target price is set as the 
sum of target costs plus target profit. As experience shows a 
different cost the price is adjusted according to an agreed for- 
mula. Most commonly 80 percent of the cost saving goes to the 
Government and 20 percent to the contractor. A ceiling price 
is provided. Actually, this technique is sometimes combined 
with redetermination by not adopting a firm target price until 
some production is under way. 

(e) Cost reimbursement type contracts: Two forms of cost 
reimbursement type contract are important. The cost-plus-a- 
fixed-fee is used in cases where very great uncertainty is involved 
in the production operation. Ordinarily the fee must not exceed 
10 percent of the initially estimated cost. A cost-plus-incentive- 
fee contract is also used which provides for increasing the: fee 
if the contractor operates below a target cost or decreasing it if 
above. 

In terms of dollar value, 40 percent of Defense Department pro- 
curements in fiscal year 1955 was under firm fixed-price contracts 
(this includes the 15 percent of procurement under advertised com- 
petitive bids); 24 percent was under incentive contracts; 20 percent 
were under cost-plus-fixed-fee; 13 percent under contracts providing 
for price redetermination; and the remaining 3 percent were no-fee 
contracts and cost reimbursement contracts based on time and 
materials. The principal change in contract forms since fiscal year 
1951 has been a donnie use of contracts with price redetermination. 
This form accounted for about one-third of Government procurement 
in fiscal years 1951 and 1952. Detailed figures are contained in table 
1 in the appendix. 

Potentially, the contracting officers have considerable means of 
dealing with cost uncertainties even in the cases of new and experi- 
mental products, major changes in design and specifications, and 
major changes in the scale of procurement. A difficulty arises, 
oe in trying to work all of this out on a contract by contract 

asis. 
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The most difficult problem in accounting for costs is the allocation to 
separate products of a cost incurred to turn out two or more products. 
For example, a firm buys a machine and trains a crew of operators 
to turn out a pengnes for the Navy. The reasonable price, say $100, 
agreed to by the Navy must cover the training costs, and the deprecia- 
tion and maintenance on the machine. For relatively little extra cost, 
say $30, the company may be able to turn out, at the same time, a 
product for the Army. Hae should the overhead now be divided to 
establish reasonable prices for the two products? Price redetermina- 
tion on a separate contract basis would involve almost endless dis- 
agreement over the proper cost allocation to each product. 

This situation is clearly recognized in one system of cost accounting, 
the direct cost method. Under this method no effort is made to cal- 
culate an arbitrary allocation of the part of overhead cost which 
does not vary directly with the output of each product. Instead, 
the variable costs of the product are computed and together with the 
price of each product, provide a calculation of contribution that each 
product makes toward meeting overhead cost and profit.‘ 

It is apparent from this that renegotiation on the basis of the con- 
tractor’s overall business is preferable to extensive repricing on each 
contract. 

A further limit to reliance upon flexible contracting techniques is 
the variety of changing circumstances encountered. Because of the 
developmental nature of much military procurement there must be 
a fairly continuous interchange of information between contractor 
and purchaser. Some improved procedures will begin with the con- 
tractors, some design improvements may begin with the Government. 
It can be argued that adequate seta: & for changes reflecting good 
management can only be made on the basis of a review after the fact. 

(3) The foregoing material deals with the ability to make reason- 
ably accurate forecasts to implement a procurement ‘bargain,’’ 
- worked out between equals. It is not necessarily true that bargain- 

ing positions will be equal. Once the services have adopted a general 
requirements program their needs become fairly rigid and substitu- 
tions are often difficult. This is reflected in the fact that they have 
often gone to extra expense to develop alternative sources. The 
departments might also find themselves at a bargaining disadvantage 
in purchasing proprietary items. The Government does not have 
the same ability in this situation as a large business firm to bargain 
through the threat of making the product itself. The services do 
have a limited bargaining ability in some of these situations arising 
from the prospect of extending loans to help establish a new business 
to make ‘ product. 

In essence the Departments must, in a large procurement program, 
put themselves in a number of inflexible positions from which they 
cannot bargain effectively. 

(4) There is no reason to expect that the experience of service pro- 
curement personnel will match the experience of business representa- 
tives. Business firms will pay to hire the best people available. 
Contracting officers in the services are rotated in the career develop- 


ment program, and capable civilian employees are often recruited by 
industry. 


4R. P. Marple, Direct Costing and the Uses of Cost Data, The Accounting Review, July 1955. 
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(5) It has been argued that as long as Government buyers know 
that there will be a “second look” at the profits under the contracts 
they will continue to “lean on the crutch of renegotiation” instead of 
relying on their own training and skill. It is noted that in the Depart- 
ment of Defense, notwithstanding its endorsement of renegotiation, 
ag hear gm personnel are instructed that no reliance whatever is to 

e placed upon renegotiation in the negotiation or redetermination of 
contract prices. This is desirable to economize the Department’s 
epemennauen since renegotiation refunds go to miscellaneous receipts 
of the Treasury and are not available for reexpenditure. 


(D) VINSON-TRAMMELL PROVISIONS AS A SUBSTITUTE FOR 
RENEGOTIATION 


Certain profit limitations under what are commonly known as the 
Vinson-Trammell provisions are suspended during the effective opera- 
tion of the Renegotiation Act of 1951 by section 102 (d) of the act. 
These provisions * limit profits on contracts and subcontracts there- 
under for naval vessels and for ships for the Maritime Administration 
to 10 percent of the contract price, and in the case of Army and Navy 
aircraft to 12 percent of the contract price. These provisions were 
suspended during the effective period of the World War II excess- 
profits tax, and Thence the effective period of the 1948 renegotiation 
statute. 

Upon discontinuance of the Renegotiation Act of 1951 the Vinson- 
FS se profit limitations that would come into effect would be as 
ollows: 

1. Profits on contracts and subcontracts thereunder in excess of 
$10,000 would be limited to 10 percent of the contract price in the case 
of naval vessels and ships for the Maritime Administration, and to 12 
percent in the case of military aircraft. 

2. Computation of the excess of profit above the percentage limi- 
tation would be made on the basis of all of the contracts with each 
individual department completed by the contractor within an income 
taxable year. 

3. A net loss, or a net deficiency in the allowable profit, would be 
allowable as a credit in determining excess, if any, during the next 
succeeding 4 income-taxable years. However, since these provisions 
are applicable to Army and Navy contracts separately, the net loss, 
or deficiency in profit carryover, would not be applicable interchange- 
ably in the case of such contracts. For example, net loss or deficiency 
in profit in*the case of contracts for naval aircraft could not be offset 
apne excess profits computed in the case of contracts for Army 
aircrait. 

4. Under the amendments of 1936 an exemption was provided for 
certain categories of naval scientific equipment if designated as exempt 
by the Secretary of the Navy. This is in contrast to the arguments 
used by the Department of Defense in urging the continuation of 
renegotiation that it is in the field of new production that it is most 
difficult to negotiate reasonable contract prices. 

5. Lf any receipts or accruals under a long-term contract were sub- 
ject to renegotiation, then the Vinson-Trammell provisions would 


5 Act of March 27, 1934 (48 Stat. 503, , as amended and su mented, and sec. 505 (b) of the Mer- 
chant Marine Act of 1936 (49 Stat. ged aes amended and ph er (46 U. 8. C. 1155 (b)). 
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never apply to any part of that contract including amounts received 
or accrued after the termination of renegotiation. 

It is the position of the industry groups which opposed extension 
of the renegotiation statute that the continuation of the Vinson 
Trammell provisions would be less desirable than the renegotiation 
provisions. 

It is the position of the Treasury that the Vinson-Trammell provi- 
sions urgently require review and clarifving amendment. 

This uniform flat percentage profit limitation legislation was opposed 
by the military departments and the War Production Board just prior 
to the adoption of renegotiation in World War II. Included in the 
arguments against it were: that it places contracts on a cost-plus basis; 
that the rate of profit should be related to the contribution and per- 
formance of the contractor instead of to a flat statutory percentage; 
that allowing a uniform percent of profit on gross sales is unfair as 
applied to different types of business, where the same volume of sales 
may involve widely different amounts of capital, skill, and work levels 
of subcontracting, and other differences; and that it is unfair in treating 
alike those contractors who use Government facilities, those who are 
financed by the Government either through advance payments, direct 
loans or cost-plus-fixed-fee contracts, and others who use their own 
facilities and capital. 

The present Vinson-Trammell provisions do not seem to be an 
appropriate substitute for renegotiation. 


(E) CONCLUSIONS ON CONTINUATION OF RENEGOTIATION 


Under normal conditions contractors and the Government should 
have definiteness and finality in their relationship which are not ob- 
tainable under renegotiation. For this reason renegotiation should 
not become permanent However, during the next 2 years there will 
be a need for some form of profit control in the defense procurement 
area. At the present time there is no ready substitute for renego- 
tiation. It is, therefore, recommended that the Renegotiation Act of 
1951 be extended to apply to receipts and accruals after December 31, 
1956, and before January 1, 1959. 

It might be pointed out that legislative and other delays and result- 
ing uncertainties have beset the Board from the outset. The act, 
although effective from January 1, 1951, was not enacted until March 
23, 1951. The Board was not appointed and organized until October 
of that year. The first extension of the act, which continued its 
coverage from 1953 through December 31, 1954, was not enacted 
until September 1, 1954. The second extension of the act, through 
December 31, 1956, was not enacted until August 3, 1955. Each of 
these delays necessarily compelled the Board to grant substantial 
blanket extensions of time for all contractors to file renegotiation 
reports for the affected years, until the act could be renewed and 
filings prepared to reflect the effect of the substantive amendments 
made with each extension. Beginning with 1954 fiscal years, further 
delay has been occasioned by the standard commercial article exemp- 
tion made applicable to such years. The cases of contractors who 
claim that exemption for only a part of their renegotiable sales, or 
whose exemption claims are denied, obviously cannot be completed 
or even satisfactorily processed until Board action on their exemption 
claims has been concluded. 








: : 
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In view of the foregoing, it is evident that if renegotiation is to be 
continued beyond 1956, extension legislation should be enacted in the 
current session of the Congress. <A retroactive extension of the act 
enacted in a later session would cause similar uncertainties and 
administrative delays. 

It is very important to take note that the Vinson-Trammell pro- 
visions will automatically come into effect if renegotiation is not 
continued. It is recommended, therefore, that before discontinuation 
of renegotiation, the whole subject of profit limitation on defense 
business, including the Vinson-Trammell provisions, be given thorough 
study and review by the appropriate committees of the Congress. 


Part 1V. ImproveMENtTS OF RENEGOTIATION 
(A) MINIMUM AMOUNT SUBJECT TO RENEGOTIATION 


The act provides that renegotiation will not apply to contractors 
or subcontractors whose receipts or accruals from renegotiable con- 
tracts for fiscal years ending before June 30, 1953, are not more than 
$250,000. This amount was raised to $500,000 for fiscal years ending 
on or after June 30, 1953.7 

Under the present law the holder of any contract entered into 
with one of the designated departments or agencies, or of any related 
subcontract, must file a report with the Renegotiation Board, although 
if his renegotiable sales aggregate less than $500,000 in his fiscal year 
he cannot be renegotiated. The following table shows the number of 
refund cases and the amount of refunds in the sales categories under 
$500,000, $500,000 to $1 million, and $1 million and over, under the 
1951 act, through December 31, 1955: 




















| 
Cases Refunds 
! 
Renegotiable sales Ri es a mF 
“e ercent 0 ercent 0 
Number total Amount total 
Mee BORD MN iiisicia cosines S00.ccdba nde eblniiii 696 30.19 $21, 243, 000 5. 59 
SOE 00 BE GO ve ncicuneconncapiseosacee 599 25. 99 32, 340, 000 8. 51 
Over Si BOOM iis. ss eine ast cw tedisis 1,010 43.82 | 326, 449, 000 85. 90 
I ndidad di sbicmistsdanodstdsdaukalbta 2, 305 100.00 | 380, 032, 000 100. 00 











The table shows that, if the statutory floor had been $500,000 at 
the outset, 696 cases, or about 30 percent of the total, would have 
been eliminated and that these cases involved gross refunds amounting 
to about $21 million. Had the floor been $1 million at the outset, 
there would have been eliminated 599 additional cases, involving gross 
refunds of approximately $32 million. At the present about 80 percent 
of the annual filings represent sales of less than $500,000. An increase 
in the floor to $1 million will substantially increase the percentage 
of filings below the floor. 

Various recommendations have been made to aid small business 
insofar as renegotiation is concerned. It has been pointed out that 
increasing the floor to $1 million and eliminating or making optional 
the filing where renegotiable sales are less than this amount would 
be of tremendous value and aid to small business. In addition, it 


® Sec. 105 (f) of the Renegotiation Act of 1951. 
1? Sec. 2 (a) of Public Law 764, 83d Cong., approved September 1, 1954. 
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would enable the Board to concentrate on the larger cases. It is, 
therefore, recommended that the statutory floor of $500,000 be in- 
creased to $1 million effective for fiscal years ending after June 30, 
1956. 


(B) STANDARD COMMERCIAL ARTICLE EXEMPTION 


1. Present situation 


An amendment approved September 1, 1954, added to the manda- 
tory exemptions from renegotiation, contracts and subcontracts for 
standard commercial articles. By an amendment approved August 3, 
1955, standard commercial services were also exempted. The exemp- 
tion applies only if the contractor files a report and, within 6 re 
thereafter, the Board makes a specific finding “that the competitive 
conditions are such as will reasonably prevent excessive profits,’’ 
or fails to make a contrary finding. The determination by the 
Board on the allowability of this exemption is effective for only 1 
year, and the exemption, if desired, must be claimed annually by a 
contractor. The terms “standard commercial article” and “standard 
commercial service’ are defined in the act in detail. Nevertheless, 
these definitions are broad enough to raise very complex problems. 
This is particularly true of the expression “standard commercial 
article,’ which, in general, is defined as an article which is customarily 
maintained in stock, or which is (or is “identical in every material 
respect’’ with) an article sold by two or more persons for general 
civilian use. 

Pursuant to this provision, 1,485 contractors filed applications with 
the Board through December 31, 1955, for exemption of more than 
4,000 separate classes of products. Represented in these claims were 
a great many segments of American industry, including contractors 
who compete only in local areas as well as those who compete in larger 
areas. Of the applications filed, 1,265 were processed by December 
31, 1955. These totaled $2,035 million of sales, as estimated by the 
claimants, and involved hundreds of thousands of different products, 
ranging widely in usage and complexity. Most applications involved 
a number of products; some sevelved hundreds of products. Some 
products, of course, appeared many times, in separate applications. 

Of the 1,265 applications processed, over half or 720 were granted 
in full and 330 were denied in full. The remainder, 215, were granted 
in part and denied in part. 

In terms of sales dollars, however, exemption was granted to approx- 
imately $680 million of the total of $2,035 million claimed, or duty 33 
percent. More than half of the denials were for 1 or the other of 
2 reasons: 

(1) The items failed to qualify under the statutory definition of 
standard commercial articles or services (many involved jet fuel and 
other special military fuels, and numerous other items of purely 
military character); or 

(2) The Federal Trade Commission or the Department of Justice 
advised the Board that the contractor was charged with violating one 
or more of the antitrust laws on the sale of the articles for which 
exemption was claimed. ‘The Board considered itself obliged in such 
eases to make specific findings that the competitive conditions were 
not such as would reasonably prevent excessive profits.® 


§ With respect to the claims denied on the ground of competitive conditions, the Board’s analysis has 
bean limited ¢0 thoes caste which involved salse iu excess of ¥6 million each’ 
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A tabulation of the foregoing results follows: 




















Amount 
Number | (thousands 
of dollars) 
(a) Number of exemption applications filed through Dec. 31, 1955__...........-.- Sf AR eee 
{b) Number and dollar volume tig cdeenskhahntelacnsapotencadina 720 $500, 000 
c) Number and dollar volume fed: 
1. a GRE ROE OF COT iin eid dnnsecapasscncnsceudehcunnsn ene 70 100, 000 
2. Denials on ground of competition. ..............-....---...-..----.-.. 260 290, 000 
(d) Number granted in and denied in part, indicating dollar volumes and 
SOSURGE CIE nn gecsiesnamnbresnsdashadertnanpsmindeiedinaboogeane Ne tall ert 
i Me ahh hhh hbdddak ciinucnbbib chigdenddah cbblembowhan Hicblealedlbshidb othnnanes 180, 000 
SS COR SON OE GTI in oe nies cenenprennnd~ do dhesmntcuawhebinbionchess 355, 000 
3. Denials on grouind of competition... oo... on cnn se enc nn cee w nase fe---- sees 610, 000 
TOs ctiandetthtiGhovitine watndbatinnnqedonpqninuicnintiimmaagutnn ovtipectein 1, 265 2, 035, 000 





If no charges are pending against the contractor in connection with 
the article for which exemption is claimed, then to determine whether 
competition was reasonably sufficient to prevent excessive profits, the 
Board directs its attention to such factors as these: 

1. Individual industry conditions, the supply and demand sit- 
uation and profits. 

2. The customary level of industry profits for the product 
classes involved. 

3. The proprietary or nonproprietary character of the product, 
including the significance of patents or trademarks. 

4. The sources of demand for the articles as related to and 
affecting sales. 

5. The influence of marketing and pricing practices and num- 
ber of competitors on the effectiveness of competition. 

In considering these matters, the Board endeavors to place itself at 
the threshold of the transaction and to appraise, prospectively, the 
likelihood of excessive profits resulting from the competitive condi- 
tions then prevailing. The determination is made on the basis of the 
competitive situation found to exist at the time of sale. The Board 
may find the contractor’s original filing of application for this exemp- 
tion to be inadequate and may ask for more information. The Board 
need not make its decision until 6 months after an acceptable applica- 
tion is filed, which almost always is after the close of the year in 
question. Even then a new filing is required for the next year. 

When the standard commercial article exemption is denied, this 
does not mean that the Board has thereby decided that the contractor 
has made excessive profits. It only means that the Board will treat 
these contracts as renegotiable. the Board later decides that the 
contracts claimed to be exempt did produce excessive profits, the 
Tax Court may review the Board’s finding on the right to the exemp- 
— its de novo consideration of the whole question of excessive 
profits. 


2. Proposals and analysis 


Generally industry complaint over the standard commercial article 
exemption is directed toward: the complexity of filings required to 
cover information on competitive conditions; the arbitrariness of the 
decision which the law forces on the Board about effectiveness of 
competition; and the arbitrariness of the decision forced on the 
Board as to whether a given article is “identical in every material 
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— with” another article which qualifies as a standard commercial 
article. 

Any exemption for a category called standard commercial articles 
or services will, of necessity, involve some complexity and judgment 
factors. To improve the operation of the exemption within its present 
broad objective, the following proposals are pertinent: 

(a) It has been proposed that the language in the present statute, 
which requires a test of competitive conditions which may ‘reason- 
ably” be expected to prevent excessive profits, be eliminated. There 
are three reasons for urging this proposal: 

(i) The elimination of the competitive conditions test is espe- 
cially desirable at the present time in standard commercial fields. 
High profits in these areas today are more likely to be due to 
quality performance rather than limited supply or lack of 
competition. 

(ii) The administration of the ‘competitive conditions” test 
requires the contractor to furnish complex and expensive infor- 
mation regarding competition in his business. Even after this 
information is furnished the judgment of the Board on the ques- 
tion of what is adequate competition is often necessarily arbitrary. 
Furthermore, the Board is required to spend a great deal of time 
administering this provision. To a large extent this effort may 
be pointless since the determination that competition is made- 
quate does not necessarily mean excessive profits are present and 
will be refunded to the Government. 

(iii) The test could also be opposed on the grounds that as long 
as the Government was buying on the same terms as the civilian 
economy (i. e., getting the same quantity discounts, and so forth, 
as civilians) there should be no renegotiation. If there are 
monopolistic practices that affect both civilians and Government, 
these should only be dealt with by effective proceedings by the 
Department of Justice or the Federal Trade Commission. 

The first two of these reasons are sufficiently persuasive so that it is 
unnecessary to pass judgment on the third. Thus it is recommended 
that the competitive conditions test be abandoned. It is recom- 
mended, however, that the broad exemption for all standard commer- 
cial articles not be applicable in a period which has been declared by 

‘the Congress to be a national emergency. It would be in such periods 
in particular that we could expect to find shortages and lack of com- 
petition at numerous points throughout the economy. 

(6) Substantial changes should be made in the definition of a 
standard commercial article. The tests now contained in the statu- 
tory definition are not easily administrable. Among other things, 
they are not limited to the situation of the particular contractor claim- 
ing the exemption, but require examination of the circumstances of 
other contractors, or of an entire industry. Thus, an article cannot 
properly qualify as one that is ‘customarily maintained in stock” by 
manufacturers or dealers, within the meaning of the exemption pro- 
vision, unless a sufficient supply is used to meet a significant commer- 
cial demand as well as to fill defense orders. Only a determination of 
the proportion of the total industry output of the article that is custom- 
arily sold to fill commercial orders could furnish a complete solution 
of the problem. Neither the contractor nor the Board has such infor- 
mation, nor can they ascertain it with reasonable accuracy. Similar 
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difficulties are inherent in the other tests embodied in the present 
statutory definition. 

The following proposals are recommended: 

1. If an article is customarily maintained in stock by the contractor 
and if sufficient sales are made by him for general civilian industrial 
or commercial use, it should automatically qualify as a standard 
commercial article without requiring the contractor to file an applica- 
tion and obtain the approval of the Board. 

The stock test in the statutory definition was devised on the theory 
that when an article passes freely in commerce, a supply of the article 
is likely to be maintained by the manufacturer or its dealers or dis- 
tributors. This type of stock maintenance is ordinarily accomplished 
on & maximum-minimum inventory basis, and is to be distinguished 
from the production of particular quantities of the article to fill 
specific orders. That such stock maintenance is the usual criterion 
of a standard commercial article is borne out by the fact that a pre- 
ponderance of the articles which have qualified as standard com- 
mercial articles under the present statute have done so under this 
stock test. 

In order to make the stock test workable, it is believed necessary to 
provide that a prescribed percentage of his sales of a stock item must be 
sold in the particular year for general civilian industrial or commercial 
use by the particular contractor who claims the exemption. With rare 
exceptions, every contractor who has applied for the exemption on 
tbe basis of the stock test under present law has claimed it on the 
ground that he, bimself, stocks and sells the article. Only in a few 
unusual cases has a contractor claimed exemption on the ground 
that, although he does not stock the item himself, other manufac- 
turers do. Therefore, no substantial change in operation of the 
exemption would be brought about if the act were to state expressly 
that the stock basis of exemption is limited to contractors who stock 
and sell the article themselves. For purposes of the stock test, it is 
suggested that at least 35 percent of the dollar amount of the con- 
tractor’s sales of the particular item, in the fisca] year, must be for 
general civilian industrial or commercial use. 

The stock test has the virtue of being simple and understandable. 
As such it may easily be applied by contractors themselves under 
proper regulations, without further Board participation unless it 
should appear in the renegotiation of other sales of the contractor 
that the exemption has been abused or misapplied. Such a provision 
could be readily applied by the contractor because all of the facts 
pertinent to the determination would be within his knowledge. It 
substitutes company standard for industry standard in the exemption 
of commercial articles. 

In applying this test, contractors should not be permitted to group 
articles, however similar they may be, and to take the exemption for 
the entire group where only some of the articles are stocked and sold 
commercially in the prescribed percentage. The stock test is intended 
to apply to individual articles, not groups or classes of articles. The 
other articles in the group may still be exempted under the substantial 
identity test, by application to the Board, as described below. 

The operation of the proposed stock test may be illustrated by the 
following example: Assume that a company manufactures and stocks 
typewriters of various models which it sells to military departments as 
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well as to civilian purchasers. If at least 35 percent of the dollar 
amount of sales of a particular model in a particular year is made 
to civilian purchasers on nonrenegotiable orders, such item will qualify 
under the stock test, and the sales of typewriters of that model to 
military departments during that year may be excluded from renego- 
tiable sales without the necessity of filing an application and obtaining 
the approval of the Board. 

2. Although an article is not maintained in stock, if it is listed in 
price schedules regularly maintained by the contractor, and if sufficient 
sales are made by him for general civilian industrial or commercial 
use, it should similarly qualify as a standard commercial article without 
requiring the contractor to obtain the approval of the Board. 

A number of producers find that the articles they produce are 
required in a wide variety of sizes, forms, and sbapes with varying 
degrees of thickness, hardness, and strength. As a consequence, 
these producers find it impossible to manufacture for stock to any 
substantial extent. Instead they manufacture to the customers’ 
specifications, only after orders for particular articles are received. 
Although these articles not not carried in stock, they are priced and 
sold from regularly maintained catalogs or price schedules which are 
available to all purchasers, Government and civilian alike. While 
orders for certain specifications may be more frequent than orders 
for others, the number of possible product varieties is limited only 
by the capacity of the manufacturers’ productive equipment. Such 
catalogs or price schedules commonly specify price variations corre- 
sponding with product variations or with the quantity of the order 
or the terms of the sale. 

Parts of the manufacturer’s articles may be sold to commercial buy- 
ers and the remainder to Government departments. Where the 
articles are sold at the same prices and terms, from regularly estab- 
lished price schedules, on both renegotiable and nonrenegotiable 
orders, no distinction should be made between the manufacturer who 
produces for stock and the manufacturer who produces to customer 
specification. The only essential difference between the two is that 
one manufacturer can anticipate his customers’ requirements and the 
other cannot. 

Here again it would be necessary to provide that a certain percent- 
age of the dollar sales of the article must be made by the contractor 
himself for general civilian industrial or prvceet sf use during the 
fiscal year in order for the article to qualify for exemption under the 
catalog test. As in the stock test it is recommended that the per- 
centage be fixed at 35 percent. This test should not apply to groups 
or classes of articles. Each model of each product is considered a 
separate article and must qualify separately under this requirement 
of 35 percent civilian sales if it is to qualify under the catalog test. 

3. The “substantial identity” test should be clarified and Board 
control over its application should be retained. 

Under the present act the term ‘standard commercial article’ in- 
cludes an article which is ‘identical in every material respect” with 
an article manufactured and sold by more than two persons for general 
civilain industrial or commercial use. “Identical in every material 
respect’’ is defined to mean “of the same kind, manufactured of the 
same or substitute materials, and having the same industrial or com- 
mercial use or uses, without necessarily being of identical specifica- 
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tions.” Experience has demonstrated that it is virtually impossible 
to establish fixed and precise meanings, of uniform and universal ap- 
plicability, for the phrases “of the same kind” and “‘having the same 
use.” Since these terms can have such a variety of meanings it is 
obvious that widespread abuse could result if they were thrown open 
to contractors to apply as they saw fit. It is recommended, therefore, 
that the requirement of a filing be retained in the case of any contractor 
who makes his claim for exemption on the basis of the substantial 
identity test. 

The test itself can be considerably improved, however. The require- 
ment of sameness of kind seems —— even though the concept defies 
precision, since no two articles of different kinds could possibly qualify 
as identical in every material respect. But ‘‘use,” except insofar as it 
helps to establish kind, is not a determinant of identity. Even identi- 
cal articles may be applied to different uses. The problem is com- 
pounded by the present statutory requirement that the two articles 
under comparison must have the same industrial or commercial use. 
Under this language even the slightest variation imposed by the mili- 
tary on an item of wide commercial usage might suffice to disqualify it 
from the exemption because the argument could be made that the 
military item, since it has no commercial use, cannot possibly be said 
to have the same commercial use as another article. 

Before attempting to rephrase the substantial identity test it may be 
well to review the purpose of Congress in establishing such a test. 
Commercial articles manufactured and sold by more than two persons 
were exempted on the theory that the prices of such articles were 
established and tested by competitive pressures in the market place, 
and that this circumstance furnished adequate assurance against ex- 
cessive profits. It was recognized, however, that an exemption so 
limited would not cover articles which, although not themselves 
articles that could boast competitively established prices, were yet so 
similar to such articles that the same assurance against excessive profits 
could reasonably be expected to prevail. The substantial identity 
test was, therefore, written into the law. The test takes cognizance 
of the fact that a Government procurement officer or an industry pur- 
chasing agent, knowing or ascertaining the established market price 
of an article, would be in a secure position when negotiating a prime 
contract or subcontract price for a substantially similar article. Pre- 
sumably, he would be able to obtain a price that presented no greater 
likelihood of excessive profits than the price of the competitively 
tested article used for comparison. 

Instead of same use, therefore, it is recommended that reasonably 
comparable price be included as an element of the substantial identity 
test. Comparable prices are usually found with comparable articles. 
If prices are not comparable there is a greater likelihood that the 
ase are not sufficiently similar to afford protection against excessive 

rofits. 
i If the factors of kind, content, and price were substituted for the 
kind, content, and use factors of the present act, a satisfactory three- 
fold criterion should be available for exempting an article on the ground 
of its similarity to another article. 

It is believed that the substantial identity test must be applied on 
a company basis rather than an industry basis. Therefore it is rec- 
ommended that exemption under this test be limited to articles which 
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are identical in every material respect with articles which the con- 
tractor himself maintains in stock or in a price schedule for general 
civilian industrial or commercial use. Such a provision can be readily 
administered because all of the facts pertinent to the determination 
are within the knowledge of the contractor and may be fully presented 
to the Board. The issue would become considerably more involved, 
and would go beyond proper control, if comparisons were required to 
be undertaken with articles produced by other manufacturers, involv- 
ing consideration of physical differences, price differences, and the 
extent of the commercial sales of such other articles. To make such 
comparisons would require information relating to an entire industry 
which is not available to the contractor or ry wie 

The phrase “of the same kind” in the substantial identity test 
should be fairly narrowly construed to exclude unreasonable devia- 
tions from the article offered for comparison. For example, an ultra- 
precision bearing manufactured to extremely close tolerances is not 
considered to be an article of the same kind as a bearing manufactured 
to much wider tolerances. Also, a capacitor for an aireraft elec- 
tronic assembly, having an estimated reliability ratio of 1 unit in 
20,000 units and requiring 40 hours to manufacture, is not considered 
to be an article of the same kind as a capacitor for a commercial 
radio, having an estimated reliability ratio of 1 unit in only 200 
units and requiring only 2 hours to manufacture. The term should 
also be construed to exclude obviously unlike articles which, for 
accounting or other purposes of the contractor, may be grouped 
together by him in a single general classification. Ordinary com- 
mercial plate and armor plate, for example, are not considered to be 
articles of the same kind although both may be carried by the con- 
tractor under the single accounting classification of “plate.” 

In the case of similar articles that differ only by a measurable 
characteristic, it is still possible under the substantial identity test 
that all such articles will be exempt as standard commercial articles 
if any one of them is a standard commercial article. Thus, if a con- 
tractor sells 50 percent of his output of 3-inch pipe and 50 percent of 
his output of 1-inch pipe to the public, he may be able to obtain the 
standard commercial article exemption for his output of 2-inch pipe 
which may be sold exclusively under renegotiable contracts. It would 
be necessary, however, to file an application with the Board and estab- 
lish that the 2-inch pipe is of the same kind and content as the other 
pipe sizes and that the price of the 2-inch pipe is reasonably comparable 
with the other prices; that is, that it varies from the other prices in a 
manner consistent with the contractor’s pattern of prices for various 
sizes of pipe. 

Like the stock and catalog tests, the substantial identity test is 
intended to apply to individual articles, not groups or classes of 
articles. It is understood that under present law the Board in its 
regulations, as a convenience to contractors in the filing of exemption 
applications, permits the grouping of comparable articles in accordance 
with the accounting classifications regularly used by the contractor. 
The Board advises that this has created problems. Whether it 
should be done under the proposed new provision, or with what 
restrictions, should not be prescribed in the statute but should be left 
to the judgment of the Board. It should not be permitted, however, 
under the self-executing stock and catalog tests. 
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An article may qualify for exemption under the substantial identity 
test herein proposed even though the contractor’s entire production of 
such article is sold under renegotiable contracts or subcontracts. 
For example, the exemption could embrace a rivet or other fastening 
device sold exclusively for military consumption, provided that it is 
identical in every material respect with other fastening devices which 
are stocked or cataloged and sold commercially by the contractor in 
the required percentage. The primary function of the rivet is to 
secure two pieces of metal. The fact that the rivet purchased under 
a renegotiable contract is ultimately used to achieve this result in 
an instrument of war should not of itself disqualify such article from 
the exemption. 

The standard commercial article exemption is not intended to 
extend to an article which does not itself meet any of the tests con- 
tained in the statutory definition, even though its component materials 
or ingredients do or may qualify for exemption under such tests. 
Jet fuel, for example, would not qualify for exemption even though 
it is composed of ingredients which may qualify. Similarly, a com- 
plicated fire-control system used in conjunction with antiaircraft 
guns would not qualify for exemption even though its components, 
such as relays, wires, and other electrical parts, might so qualify. 

(c) The above recommended changes in the definition of a standard 
commercial article should to the extent appropriate be made in the 
definition of a “standard commercial service.’”’ However, the require- 
ment of a filing should be retained for all contractors seeking exemp- 
tion of service contracts or subcontracts. 

It is not intended that the exemption of services should be limited 
to those performed on standard commercial articles. It should be 
available to any contractor who performs a service within the defini- 
tion of a “standard commercial service,’’ even though he performs 
it on an article which does not itself qualify for exemption. For 
example, if a contractor who produces aircraft parts furnishes them 
to a subcontractor for plating the subcontractor is not precluded from 
obtaining the exemption merely because the aircraft parts are not 
exempt. 


(c) STATUTORY FACTORS FOR DETERMINING EXCESSIVENESS OF PROFITS 


In determining excessive profits the 1951 act requires that favor- 
able recognition be given to the efficiency of the contractor. In 
addition, consideration must be given to the following factors, namely: 
(1) reasonableness of costs and profits, (2) net worth, (3) extent of 
risk assumed, (4) contribution to the defense effort, (5) character of 
business, (6) such other factors the consideration of which the public 
interest and fair and equitable dealing may require.” 

There is not much merit in debating the fine points of the wording 
in the statutory factors which the Renegotiation Act requires to be 
taken into account in determining excessive profits. The one factor 
of net worth, however, requires special attention in view of the ex- 
tensive criticism from industry groups about the way in which the 
Board has used that factor. 


10 Sec. 103 (e) of the Renegotiation Act of 1951. 
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The net-worth factor under present law 
With respect to net worth the act provides: 


There shall be taken into consideration * * * the net worth, with parnewer 
regard to the amount and source of public and private capital employed." 


The corresponding provision of the 1943 act required consideration to 
be given to the— 


amount and source of public and private capital employed and net worth.” 


The 1951 act, as it passed the House, provided that consideration be 
given to the— 

reasonableness of return on net worth, with particular regard to the amount and 
source of public and private capital employed." 

The Senate Finance Committee deleted the words “reasonableness 
of return on” stating that, under the House provision, the Board was 
required to consider only the reasonableness of return on net worth. 
This provision was considered to be too restrictive since the reason- 
ableness of return on net worth might not, in many cases, be an 
adequate measure of fair profits.“ 

Under regulations promulgated by the Board, capital employed is 
the total of net worth, debt, and any assets furnished by the Govern- 
ment or customers not contained in the contractor’s records. The 
source of capital is required to be established in order that a determina- 
tion may be made of the extent to which capital employed in renego- 
tiable business same from public sources or from customers, or was 
furnished by tbe contractor. The amount of net worth employed, 
as well as the amount and source of capital employed, is generally 
that existing at the beginning of the year, although significant changes 
in either capital or net worth during the year are to be taken into 
account. Whenever possible an estimate is made of the amount of 
net worth employed in renegotiable business. 

The regulations also provide that the relationship of profit realized 
on renegotiable business to the capital and net worth employed in 
renegotiable business will be used as one of the considerations in the 
final determination of excessive profits. A contractor who is not 
dependent upon Government or customer financing of any type is 
entitled to more favorable consideration than a contractor who is 
largely dependent upon these sources of capital.” 

Industry representatives have expressed concern over the applica- 
tion of the net worth factor by the Renegotiation Board. While this 
factor is only one of several factors to be taken into account in deter- 
mining the reasonableness of profits, the contention has been made 
that return on net worth has been overemphasized and applied in 
such a manner as to place an arbitrary ceiling limitation on the 
amount of allowable profits. It has been suggested that this factor 
be eliminated from the act. 

It is pertinent to these industry arguments that the Board under 
date of February 14, 1956, issued the following press release elabo- 
rating on its use of the net worth factor. 


1! Sec. 103 {e} (2) of the Re: tiation Act of 1951. 
oa 403 (a) (4) (A) (iii) of Renegotiation Act of 1943. 


R, 1724, 82d Cong., Ist sess. 
No. 92, 82d Cong., Ist sess., p. 11. 
R, 1460.11, 


% 8. Rept. 
16390. F. 
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THe RENEGOTIATION BoarD 


Washington, D. C. 
For immediate release Release No. 1-56 
February 14, 1956 Republic 7-7500, Ext. 4131 


STATEMENT ON Ner WortH Factor 


Because some misunderstanding apparently exists in certain quarters respect- 
ing the Renegotation Board’s interpretation and application of the so-called 
net worth factor (sec. 103 (e) (2) of the Renegotiation Act of 1951, as amended), 
the Board today issued the following statement. 

Section 103 (e) (2) of the act provides that the Renegotiation Board shall, in 
determining excessive profits, take into consideration: ‘““The net worth, with par- 
ticular regard to the amount and source of public and private capital employed 
* * *” Jn discharging its responsibility under this section, the Board does not 
regard any particular rate of return on net worth or capital employed as excessive 
perse. The Board does not attempt to equalize its determinations respecting the 
members of any given industry from the standpoint of return on net worth or 
capital “thy “bey inasmuch as renegotiation obviously is not a ratemaking proc- 
ess. The Board does not place special emphasis on the net worth and capital- 
employed factor as distinguished from the other statutory factors. 

The Board desires to reemphasize the fact that reasonable profits are determined 
in every case by an overall evaluation of all the statory factors, and not by the 
application of any fixed formula with respect to rate of profit on sales or rate of 
return on net worth or capital employed, or any other formula. That is not to 
say, however, that the return on net worth can properly be ignored in an appro- 
priate case. Excluding those industries where capital is not a significant income- 
producing factor, the relationship of profit realized on renegotiable business to 
the capital and net worth employed in renegotiable business is, and properly 
should be, one of the considerations (though not the sole consideration) in the 
final determination of excessive profits. The Board’s determinations must 
permit the retention of profits sufficient to provide a proper incentive for the invest- 
ment of equity capital. Where borrowed capital is involved, the retained profits 
must reflect the additional risk to which equity capital is thereby subjected. 

With respect to contractors who receive Government financial assistance, the 
regulation under the 1951 act [RBR 1460.11(4)] expresses a basic policy which 
was first enunciated under the 1943 Renegotiation Act (RR 412.3) and again 
under the 1948 Act [MRR 424.412-2(d)(1)]: “A contractor who is not dependent 
upon Government or customer financing of any t is entitled to more favorable 
considertation than a contractor who is largely dependent upon these sources of 
capital. When a large part of the capital employed is appiedty the Government 
or by customers, the contractor’s contribution tends to become one of management 
only and the profit will be considered accordingly.” 

example of the application of the foregoing policy is to be found in a case 
where an increase in Government-furnished facilities enables a contractor to 
achieve substantially expanded volume for defense purposes. In such a case 
there will often be a significant increase in contractor’s rate of return on net worth 
over the immediately preceding years, which generally will evidence in a concrete 
way the effect of increased volume and increased Government assistance. Cer- 
tainly the Board must consider this fact, together with all other relevant factors, 
in determining whether contractor’s profit on the expanded renegotiable sales bears 
a reasonable relationship to the expanded volume. End Release. 


The staff believes that this is a reasonable approach to the appli- 
cation of the net worth factor under the law. 

Two fundamental principles must be observed in the application 
of this factor: (1) It should not be given special emphasis in rela- 
tion to the other statutory factors in determining excessive profits, 
and (2) no ceiling should be placed on the rate of return on net worth 
or capital employed. The net worth factor should be retained in the 
act, with proper regard for these principles. The staff believes that 
the net worth factor should not operate unfavorably against a firm, 
particularly a small firm, that must make long-term commitments to 
pp lenders in order to raise the capital necessary to its operations. 

e special advantages realized by a contractor with Government 
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financing or interest free customer financing should be taken into 
account. 

It has been suggested that if net worth is considered to be the 
book value of the contractor’s net investment in property, it is 
simply an accounting residual which has been influenced to a great 
degree by decisions and events having no relationship to renegotiation. 
Among these are the depreciation and amortization policies of the 
contractor, arbitrary writeups, writedowns, or writeoffs of property, 
decisions to capitalize or charge off certain expenditures, and any 
prior reorganizations or recapitalizations of the company. Any at- 
tempt to inquire into the present fair market value of the contractor’s 
investment would convert renegotiation into a long, drawn out public 
utility type of rate proceeding. It is unders , however, that in 
cases where the difference between present and book value is important 
the information is brought to the attention of the Board. 


(D) ELIMINATION OF “FRINGE” AGENCIES 


Under the present law contracts entered into by a number of 
departments or agencies are subject to the provisions of the Renego- 
tiation Act. These agencies have been listed above along with their 
volume of renegotiable business. See page 9. 

With the exception of the Departments of Defense, (Army, Navy, 
and Air Foree), Commerce (Maritime Administration only), the 
Atomic Energy Commission, and the General Services Administra- 
tion, most of the contracts entered into are for articles of standard 
specifications. Since these agencies have adequate cost and price 
experience, it would seem desirable to eliminate them from the pro- 
visions of the act. Furthermore, the number of defense contracts 
entered into by these agencies and the dollar value involved has been 
steadily decreasing. ‘These data can be seen in table 1 on page 10. 

In a period of national emergency it may be desirable to cover de- 

artments and agencies other than those recommended. It is, there- 
ore, recommended that a provision be adopted whereby in a future 
national emergency as declared by the Congress the President would 
be authorized to designate any department or agency that he considers 
should be covered by the renegotiation statute. 


(BE) 2-YEAR LOSS CARRY FORWARD 


The present act provides a 1-year earry forward of losses on renegoti- 
able contracts. Therefore, in determining whether the profits on rene- 
gotiable business for any year are excessive, the contractor is per- 
mitted to deduct any loss sustained on renegotiable business in the 
preceding year. 

Complaints have been received that this 1-year carry forward provi- 
sion is too limited. Inadequate pricing information, production diffi- 
culties, or other unforeseen contingencies may cause contractors to 
sustain losses for more than 1 year before realizing a profit on renego- 
tiable business. Under present law, however, the only loss which 
may be taken into account in the profit year is the loss sustained in 
the year immediately preceding the profit year. A part of the remain- 
ing profits may be recovered by the Government as excessive even 
though the contractor has not recouped the losses sustained in earlier 
years on renegotiable business. 
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In other situations the loss sustained in a particular year may be 
greater in amount than the profit realized in the next year. Because 
of the 1-year limitation on the carry forward of losses the unabsorbed 
portion of the loss is not available to the contractor as an offset in 
< later year in which he may realize excessive profits. 

t is recommended, therefore, that losses be allowed to be carried 
forward to the next 2 succeeding years. Under this recommendation, 
if a contractor sustains losses for 2 consecutive years, the losses of both 
years may be offset against the profits of the third year. Likewise, if 
a loss for any year is so large that it is not absorbed in the first suc- 
ceeding profit year, the unrecovered portion of the loss may be carried 
forward and offset against the profits of the next succeeding year. 

In applying the loss carry forward it is recommended that the loss on 
renegotiable business in a particular year be taken into account as an 
item of cost in the first and second succeeding years, in that order, to 
the extent of the profits realized on renegotiable business in these 
years. This application of the carry forward is consistent with the 
application of the 1-year carry forward under the present act. There- 
fore, if a contractor has a loss in 1 year, nonexcessive profits in the 
second year, and excessive profits in the third year, the loss would 
first be reduced by the nonexcessive profits of the second year, before 
being carried forward and applied against the excessive profits of the 
third year. 

Losses sustained on renegotiable business after the fiscal year under 
review may not be carried back to that year under the provisions of 
the act. In the opinion of the staff, this is proper. A provision for 
the allowance of subsequent losses would only produce delay and 
administrative difficulties. 


(F) APPEALS FROM THE RENEGOTIATION BOARD 


1. Appeal to the Tax Court under present law 


Appeals from the Renegotiation Board to the courts are handled 
quite differently from appeals from other administrative boards. In 
most instances the appeal to the courts is limited to questions of law, 
to the question of whether there was evidence to support the finding, 
or whether there was bias or capriciousness on the part of the board. 

In the case of a ee from the Renegotiation Board, however, a 
complete review of acts and merits is granted to a contractor who 
feels aggrieved by an order of the Board. 

Under section 108 of the Renegotiation Act of 1951 a contractor or 
subcontractor aggrieved by an order of the Renegotiation Board may 
petition the Tax Court for a review of its case. This provision is 
similar to section 403 (e) (1) of the World War II Renegotiation Act. 
If a good and sufficient bond is filed with the court within 10 days after 
filing the petition the execution of the order of the Board will be stayed. 
The staff is informed, however, that a Federal district court in Michi- 
gan has recently held, in effect, that even though a bond is not filed 
with the Tax Court, the Government may not execute the order of 
the Board once the petition is filed in the Tax Court. 

Where an appeal is taken to the Tax Court, that court may deter- 
mine a lesser amount of excessive profits, a greater amount, or the 
same amount. The Tax Court hearing is a de novo proceeding. The 
burden of proof, however, is placed on the party (or parties) seeking 
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to alter the original determination. Nathan Cohen v. Secretary of War, 
7 TC 1002. In 41 of the 112 opinion cases the Tax Court held that 
this burden had not been overcome. 

Table 5 shows that 931 renegotiation cases have been filed with the 
Tax Court, and that 846 of these cases have been disposed of by the 
court. Of the 85 cases pending before the Tax Court 65 were filed 
under the World War II renegotiation laws, which indicates that the 
time required by the Tax Court to dispose of a renegotiation case is 
quite lengthy. 

The time required to dispose of the average renegotiation case in 
the Tax Court is approximately 66 months, whereas the time required 
to dispose of the average case is only about 2 years. The lengthy 
period required to handle a renegotiation case is apparently due to 
the complexity of this type of case, which in turn necessitates continued 
requests for extension of time, either by the contractor or the Govern- 
ment, after issue has been reached and the case is ready for hearing. 

The largest percentage of renegotiation cases are disposed of by 
dismissal upon agreement of both parties. Of the 846 closed cases 
524 were disposed of in this manner. In this category only very small 
adjustments were made. 

Only 112 cases were disposed of by opinion. In 55 of these cases 
the Tax Court lowered the determination of excessive profits from a 
total of $16.4 million to $9 million. Actually over half of this reduc- 
tion was attributable to a determination in favor of one corporation 
where the court held on procedural grounds that a large contract 
was not subject to renegotiation. 

A fairly large percentage of the opinion cases deal with the question 
of reasonable salaries. In some instances the Tax Court has raised 
the amount of salaries allowed by the Board and hence reduced ex- 
cessive profits in that manner. Generally speaking, however, the 
large reduction of excessive profits which has been made in the opinion 
cases is not attributable to decisions on questions of fact but is 
primarily attributable to determinations in the contractor’s favor of 
purely legal questions such as: (1) whether there was a renegotiable 
contract at all (2) whether the Board processed the case within the 
period of limitations, (3) whether through common control the con- 
tractor’s renegotiable receipts exceeded the statutory minimum, and 
(4) whether certain deductions such as amortization and State in- 
come taxes were allowable. 

In 112 of the 135 cases decided upon stipulation a lower amount of 
excessive profits was determined. The amount originally determined, 
$102 million, was lowered to $76 million. Cases involving only seven 
corporations account for over half of the difference. 

The overall results of renegotiation in the Tax Court show that 
determinations by the court lowered the originally determined figure 
by 5.8 percent. Cases dismissed for lack of Surediotion are excluded 
from the calculations. 

Of the 247 cases decided by opinion and stipulation, the table shows 
that the contractor in 167 cases (67.6 percent) was successful in having 
the amount of excessive profits lowered. 

The results reached in the Tax Court thus far are not necessarily 
an accurate indication of future results. The cases reflected in the 
figures in the table were brought almost without exception under 
renegotiation acts prior to the 1951 act. 
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2. Appeal from the Tax Court 


Under the 1948 Renegotiation Act an appeal from the Tax Court to 
the Courts of Appeal on the question of excessive profits was permitted. 
However, under the World War II and 1951 renegotiation laws no 
pa could be taken from the Tax Court on the question of excessive 
profits. 

Twenty-four renegotiation cases have been appealed from the Tax 
Court. Of these cases 2 are now pending on appeal. In 7 cases the 
Tax Court was affirmed, in 2 reversed, and 13 were dismissed for lack 
of jurisdiction. 

in five cases certiorari to the Supreme Court was applied for. In 
only one case was certiorari granted, U. S. v. California Eastern Line, 
Inc., 348 U.S. 351 (March 7, 1955). This case held that the question 
of whether there was a renegotiable contract was a question which 
could be reviewed by the appellate courts in spite of the fact that the 
Tax Court is the final arbiter on the question of excessive profits. 

There is now pending before the Senate Finance Committee S. 2282. 
This bill would amend the present law to allow appeals from the Tax 
Court to United States Courts of Appeal and to the United States 
Supreme Court on the question of excessive profits. Thus, the appli- 
cation of the statutory factors for determining excessive profits would 
become an appealable question. 

Appeals could be taken from the Tax Court in the same manner as 
appeals from district courts in civil cases tried without a jury. If the 
appellate courts found that there was no evidence to support the 
decision on excessive profits, the case would be reversed. 

Under present law venue of an appeal from the Tax Court, where 
permitted, is only in the United States Court of Appeals for the Dis- 
trict of Columbia. 5S. 2282 would amend the law to change the venue 
of an appeal from the Tax Court to the Court of Appeals for the 
circuit in which the.contractor or subcontractor resides. 


3. Recommendations 
It is believed that the present appellate procedure in renegotiation 
cases is adequate. S. 2282, which would permit appeals from the Tax 


Court in all cases, might unduly _— the already lengthy appellate 
process. The Tax Court should remain the final authority on the 


question of excessive profits, and its judgment on this point should not 
be reviewed by the appellate courts on the question of whether there 
was evidence to support the decision. 

It is felt that an order of the Renegotiation Board should be stayed 
only where a bond is filed with the Tax Court. Accordingly, it is 
recommended that section 108 of the act be amended so as to remove 
any doubt on this point. 
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TaBLe 5.—Renegotiation cases in the Tax Court of the United States—Statement 


as of Jan. 31, 1956 
Number of cases filed with the court : 












































tans ate tnsueknmutielnecunkiadethe sanecdse G66 spre ans einsakewlie 931 
DREN Or NEE GEUNOE TOF CUES) 6 nk ice rnce en Sic che umabbebhhsslabdnbbsncdibumbuntbabsadcdvewcueuns 
FEE Or ar I I, Gs BO recep cd nincqah tb mehtandappenuccescdncoccepoatinnadanesdaenagliuce, 85 
Closed cases: 
Number Amount Amount redeter- 
determined mined by court 
By opinion: 
Amounts redetermined same as determined_._---- 41 $17, 083, 577. 00 $17. 083, 577.00 
Amounts redetermined less than determined... --. 55 16, 419, 258. 50 19, 029, 426. 59 
Amounts redetermined greater than determined. - 16 13, 482, 333. 00 14, 442, 971. 64 
Unk ted. ccces nit dda SindussaskuvitcdicandGeidirond 112 46, 935, 168, 50 40, 555, 975. 23 
By stipulation: 
Amounts redetermined same as determined ._--.-- 3 818, 960. 16 818, 960. 16 
Amounts redetermined less than determined__.._- 112 102, 227, 726. 16 276, 021. 354. 35 
Amounts redetermined greater than determined -- 10, 434, 717. 00 11, 290, 165. 63 
-\ eee SE ae AW awa hath Ges iegnerehseartidtimeeanee 135 113, 481, 403. 32 88, 130, 480. 14 
By dismissal: ee, : 
Lack of jurisdiction. ..._.-_- reiedackihs alin diah dood 72 WE We eetiee ti RE 
Agreement of parties or lack of prosecution........ 524 388, 781, 646. 00 388, 646, 646. 00 
cS ea RE re Ce ee a Pe A, ONE 596 411, 404, 407. 08 388, 616, 616. 00 
ee IEG ooo verentidycnnenanscadsnebennsmbepnsiietl 3 975, 000. 00 975, 000. 00 
PEI, laiichcpadesvecichahctthes dich ahceainitasiies abies btipeealia oes | 846 572, 845, 978. 90 § 518, 303, 101. 37 
if ——_———— Ne 
Closed cases under 1951 act, agreement of parties... _. 3 586, 314, 00 586, 314. 00 
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Paving cases: 

Under 1943 and prior acts (4 under submission to judges) 
Under 1948 act 
Under 1951 act 


Pending Jan. 1, 1956 


1 The table shows that in 55 opinion cases the Tax Court determined a lesser amount of excessive profits 


to the extent of $7,389,831.91. 


Of this figure 3 cases represent $5,070,659: 


a SU ites I-70 RO SO a ee cient cn cnleah ee $1, 910, 000. 00 


No. 521 R, Martin Wunderlich Co 
No. 87 R, Bibb Manufacturing Co 


5, 070, 659. 00 


2 The table shows that in 112 stipulated cases the Tax Court determined that the excessive profits were 
less than the amount originally determined to the extent of $26,206,371.81. Of this figure 12 cases represent 


$16,254,116: 
No. 735 R, Brevets Aero-Mechaniques 8. A. Co 


No. 405 R, Brevets Aero-Mechaniques 8, A. Co................-.-2- 2-2-2 eee eee , 


No. 361 R, Brevets Aero-Mechaniques 8S. A. Co 
No, 104 R, The Austin Co 
No. 487 R, Panama Contractors, Inc 
No. 142 R, National Pneumatic Co 
No. 688 R, Bibb Manufacturing Co 


No. 874 R, Simpson Steel Co 
No. 861 R, Simpson Steel Co 
No. 794 R, Simpsn Steel Co., Aircraft Division 
No. 749 R, The Timken Detroit Axle Co 


No. 790 R, Bibby Manutestaring Oo. -.-.. 5. <=... a a-c2cassescseccdcencessescreicee 





3 This amount does not include the excessive profits involved in 72 cases dismissed for lack of jurisdiction. 


Source: Tax Court of the United States. 


(G) ANNUAL REPORT BY THE RENEGOTIATION BOARD 


Under present law the Renegotiation Board is not required to make 


an annual report to Congress. 


The staff feels that an annual report 


should be made by the Board. This report should include the 
following: 
1. The personnel of the Central Board and each regional board. 
2. The administrative expenses. 
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. The number of filings by sales volume during the year for— 

(a) Those screened out. 

(6) Cases renegotiated. 

(c) Number and amount of refunds. 

. The number of pending cases. 

. The changes made in the regulations. 

. Improvements made in procedure. 

. The renegotiation cases in the Tax Court and higher courts and 
their disposition. 

Most of the matters listed above could be readily furnished by 
the Board under its present recordkeeping system. Such a report 
would be of great aid to Congress in examining the operation of 
renegotiation under the recommended extension, particularly the 
effect of the proposed amendments. 

It is recommended that this report should cover activities for the 
fiscal year ended June 30, 1956, and be filed by January 1, 1957. 
Thereafter the report should be filed by January 1 of each succeeding 
year covering the activities for the preceding fiscal vear. 


(H) REPORTING REQUIREMENTS 


1. Present situation 


Financial reporting requirements for renegotiable sales and profits 
are a costly matter for business firms and a frequent source of com- 
plaint. 

The present reporting system may be summarized as follows: 

(i) Statement of Nonapplicability (RB form 90). This form re- 
quires the contractor to state, if applicable, that his renegotiable 
business was under the floor ($500,000 sales or $25,000 commissions, 
etc.). The contractor need not show his actual figure of renegotiable 
sales. He is required to name other firms wluch either he controls, or 
control him or are under common control with him. Finally, the 
form calls for the firm’s gross receipts and the status of its standard 
commercial article exemption claims, if any. 

(ii) All firms above the renegotiable floor must file the Standard 
Form of Contractor’s Report, forms RB1 and RB1B. From this data 
the Board decides to screen out the contractor or assign his case to the 
field. Adequate information at this point saves work overall by 
reducing the number of field assignments. 

RB1 calls for renegotiable sales under each type of prime contract 
(fixed price, cost plus, and redeterminable) and under subcontract 
and non-renegotiable sales. This separation has problems. Sales 
invoices must be classified and tabulated. Subcontractors must often 
find out from the next higher tier firm how much of the deliveries to 
it was used in renegotiable, and how much in nonrenegotiable end 
products. In other cases the product must be tracked through a 
number of tiers of higher subcontractors to find out if the final product 
isrenegotiable. Application of some of the exemptions is complicated. 
On this form the contractor must describe his method of segregating 
sales. In some cases sampling procedures are permitted. 

The form also requires some simpler factual information covering 
accounting method, nature of product, etc. 

The other difficult. part of this filing is the form RB1B, an income 
statement with cost breakdowns. Sales and a number of cost break- 
79306— $6——7 
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downs are shown separately for fixed price, cost plus, and redeter- 
minable contracts on renegotiable business and for other business. 
This cost separation is a fairly complicated accounting procedure that 
might not be undertaken, except for renegotiation especially by small 
business. 

(iii) When actual renegotiation starts in the field the report forms 
used are essentially work sheets on which the renegotiators record 
such data as under the circumstances appears significant. 


2. Proposals and analysis 


(i) It has been proposed that the Statement of Nonapplicability 
be eliminated. There is no objection to this from the Renegotiation 
Board. Actually no such statement was required in World War II. 
There is, however, an advantage to the contractor in filing this state- 
ment. If no action has been taken by the Board within 1 year of the 
filing, then renegotiation is foreclosed for the vear involved in the 
absence of fraud or malfeasance, or misrepresentation of a material 
fact. It would be a better solution to make this filing optional with 
the contractor. 

(ii) It has been proposed that the Standard Form of Contractor’s 
Report could be shortened in various ways. Realizing the complexity 
of this form the staff is satisfied that no major simplification is con- 
sistent with renegotiation even as it would be continued under the 
recommendations in this report. Actually the Renegotiation Board 
has allowed considerable leeway in taking such cost and salesbreak- 
downs as the contractor can reasonably provide without imposing 
unnecessary standards of precision. The separation of renegotiable 
costs into those under fixed cost, cost plus and redeterminable con- 
tracts would seem to be of limited use in the screening process, but 
this is less burdensome than would appear since under the terms of 
cost plus and redeterminable contracts the contractor must keep cost 
data for contract price adjustment. Some simplification might be 
achieved if the Board permitted lumping of redeterminable contracts 
with fixed-price contracts if prior to the vear in question the price has 
been finally redetermined. 

(iii) There has been some criticism from industry groups of the 
amount of information called for by the renegotiation authorities 
during the actual renegotiation, especially the repeated calls for 
extra information after a presumably full hearing bas been held. 

The informality of this stage of renegotiation, plus the broad nature 
of the factors which must be considered, makes it singularly inappro- 

riate for the staff to recommend specific changes. It is expected, 

owever, that the Board itself can improve this situation. The ac- 
cumulation of data on 1951, 1952, and 1953 cases should help reduce 
future information problems. 


(1) MISCELLANEOUS TECHNICAL AMENDMENTS 


1. Under the present act any contract or subcontract with a tax- 
exempt organization is exempt from renegotiation. The exemption 
of subcontracts under such contracts or subcontracts affords an undue 
advantage to commercial enterprises which supply materials or serv- 
ices to tax-exempt institutions. It is recommended, therefore, that 
the exemption to the subcontractors be removed effective as to such 
subcontracts made after June 30, 1956. 








“uet Se he tt eh oO UettlCU 





RENEGOTIATION AMENDMENTS ACT OF 1956 95 


2. The present act does not prescribe treatment for the receipt or 
accrual of amounts attributable to performance prior to the termina- 
tion date of the act although such amounts are renegotiable. It 
should be provided that receipts and accruals attributable to per- 
formance before the termination date be considered to have been 
received or accrued not later than the termination date. The alterna- 
tive to this would require a separate renegotiation proceeding for these 
amounts for years after the termination date. ‘These amounts were 
treated as received prior to the termination date under the World 
War I] renegotiation law. 

3. The present law provides a permissive exemption to contracts 
or subcontracts to be performed outside the continental limits of the 
United States or in Alaska. The Board has generally granted the 
exemption to contracts to be performed by a foreign contractor since 
it does not have the facilities and may not have the essential legal 
authority to enforce the renegotiation of foreign contracts. The 
exemption of such a large volume of procurement might more properly 
be a responsibility of Congress than of the Board. It is recommended 
therefore, that a mandatory exemption be provided for contracts 
and subcontracts to be performed abroad by foreign contractors to 
the extent of receipts or accruals after June 30, 1956. This exemption 
should not extend to any contract or subcontract for sea or air trans- 
portation or cargo carriage from any point in the United States to 
a point outside the United States or vice versa. Also, the exemption 
should not apply to any foreign corporation 80 percent or more of 
the stock of which is owned by a domestic corporation. 

4. Under section 113 of the act, employees of the Board through 
December 31, 1953, the original termination date of the act, were 
relieved from certain conflict of interest provisions applicable to 
Government employees generally. The provisions in question pre- 
clude employees, during their employment, from agreeing to act or 
acting as agent or attorney, or otherwise assisting, in the prosecution 
of claims against the Government, and also preclude such employees, 
for a period of 2 years following the termination of their employment, 
from so acting with respect to any such claims pending during their 
employment. When the act was first adopted it was considered 
necessary to exempt Board personnel! from these restrictions in order 
to make it possible for the Board to obtain employees of the caliber 
required to administer the act. This is still true. Accordingly, it is 
recommended that this provision be extended to cover employment 
by the Board at any time. Section 113 contains a further provision 
which, in effect, permanently bars any person employed by the Board 
through December 31, 1953, from handling for a contractor any 
renegotiation case which he handled for the Board during his employ- 
ment. The change recommended above would have the effect of 
imposing this prohibition upon persons employed by the Board at any 
time. Without this pravision, Board emplovees would be barred for 
only 2 years (by another provision of law) from handling any such 
case. It is also noted that section 113 covers not only empl vees of 
the Board, but employees of the departments as well. The section 
was so framed at the time of its original enactment to allow for the 
possibility, then under consideration, that the Board might delegate 
renegotiation authority to the departments. Since this was not done 
and the Board created instead its own system of regional boards, 
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consideration should be given to the elimination of the present reference 
to departments. 

5. Itis recommended that section 105 (f) (3) be amended to provide 
that fees or commissions received by an agent or broker from princi- 
pals under common control with bim are not’ to be eliminated in 
determining whether the group has exceeded the $25,000 floor pre- 
scribed in section 105 (f) (2) for any fiscal year ending on or after 
June 30, 1956. At the present time, such amounts must be eliminated 
and thus often escape renegotiation, leaving the Board with the sole 
and unsatisfactory alternative, where renegotiation is not conducted on 
a consolidated basis, of evaluating such commissions in the renego- 
tiation of the principal and possibly disallowing some portion thereof 
as unreasonable costs. 
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APPENDIX 1 
OuTLINE OF THE RENEGOTIATION AcT OF 1951 as AMENDED 


1. Purpose of the act; section 101 


The declared purpose of the Renegotiation Act of 1951 is to elimi- 
nate, as provided in the act, excessive profits from contracts made 
with the United States, and from related subcontracts, in the course 
of the national defense program. 

2. Coverage of the act; sections 102, 103 (a) 

Except for the specific exemptions provided by section 106 all 
contracts with the departments named in the act and related subcon- 
tracts are subject to renegotiation on receipts or accruals after De- 
cember 31, 1950, and before January 1, 1957. Contracts with other 
departments designated by the President under the act and related 
subcontracts are subject to renegotiation on receipts or accruals 
starting with the month following designation. 

8. Basis for determining excessive profits; section 103 

A. Overall fiscal year review.—Excessive profits are determined with 
respect to the receipts or accruals of the contractor under all rene- 
gotiable contracts and subcontracts in an entire fiscal year of the 
contractor. 

B. Application of statutory factors —Renegotiable profits are de- 
termined by charging against renegotiable receipts or accruals (usually 
referred to as “renegotiable sales’’) all costs and expenses incurred 
by the contractor and allocable to the performance of renegotiable 
business. Excessive profits are that portion of such renegotiable 

rofits which is determined in accordance with the act to be excessive. 
n making these determinations, the Board is required by the act 
to observe certain prescribed factors. Briefly stated these factors 
are: efficiency, reasonableless of costs and profits, net worth, risk, 
contribution to defense effort, character of the business, and any other 
factor which the Board deems equitable. 

C. Costs.—All allowable deductions for Federal income tax pur- 
poses, to the extent allocable to renegotiable business, are required 
to be allowed as costs. 

4. Renegotiation clause in contracts; section 104 

The Secretary of each named department is directed to insert in 
each contract made by his department a provision under which the 
contractor agrees to eliminate excessive profits, and under which the 
contractor agrees to insert the same provision in each subcontract 
thereunder. The inclusion of such a provision in a contract or sub- 
contract does not necessarily mean that the contract is renegotiable. 
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Nor does the omission of such a clause from a renegotiable contract 
deprive the Board of jurisdiction. 
5. Renegotiation proceedings; section 105 

Every contractor is required to file an annual report with respect 
to its receipts or accruals from renegotiable contracts and subcontracts 
during its fiscal year. This duty is imposed by the act upon every 
person who holds any such contracts or subcontracts (section 105 
(e) (1)), irrespective of the amounts received or accrued therefrom 
during the fiscal year. 

Section 105 (f) (1) of the act, as originally enacted, provided that 
renegotiation would not be conducted with respect to the renegotiable 
receipts or accruals of a contractor or subcontractor unless (with the 
exception noted below) such receipts or accruals of the contractor or 
subcontractor, and all persons under control of or controlling or under 
common control with the contractor or subcontractor, exceeded 
$250,000 in a fiscal year. By amendment approved September 1, 
1954, this minimum amount was increased to $500,000 with respect 
to any fiscal year ending on or after June 30, 1953. 

For particular subcontractors (agents, brokers, etc., whose renego- 
tiable compensation usually is derived in the form of commissions), 
the statutory floor is $25,000. 

Section 105 provides that the proceedings shall be commenced by 
mailing a notice to the contractor or subcontractor. The proceeding 
must be commenced within 1 year after the statement is filed by the 
contractor or subcontractor and must be completed within 2 years 
after commencement. The Board is directed to reach an agreement, 
whenever possible, with the contractor or subcontractor with regard 
to the elimination of excessive profits. Where an agreement cannot 
be reached the Board is directed to enter an order determining the 
amount of excessive profits. This order is final unless an appeal is 
taken to the Tax Court in the manner set forth in section 108. 

6. Exemptions; section 106 

Exemptions are either mandatory, by force of the statute itself, or 
permissive, granted by the Board pursuant to authority vested in it 
by the act. 

A. Mandatory exremptions.—The mandatory exemptions are briefly 
as follows: 

(a) Contracts with political units or their subdivisions and 
contracis with foreign governments. 

(6) Contracts and subcontracts for raw agricultural com- 
modities. 

(c) Contracts and subcontracts for minerals and timber not 
processed beyond the first form or state suitable for industrial use. 

(d) Contracts and subcontracts with regulated common car- 
riers or public utilities. 

(e) Contracts and subcontracts with tax-exempt organizations. 

(f) Contracts and subcontracts which the Board deems not 
directly connected with national defense. 

(g) Competitive bid construction contracts and subcontracts. 

(hk) Subcontracts under the above exempt contracts or sub- 
contracts. 

(i) Contracts and subcontracts for standard commercial 
articles or services under certain conditions. 
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B. Partial mandatory exemption.—Section 106 (c) of the act exempts 
contracts and subcontracts for new durable productive equipment, 
except to the extent of that part of the sales price which bears the 
same ratio to the total price as 5 years bears to the average useful life 
of such equipment. Thus if a machine has an expected useful life of 
10 years, five-tenths of the sale price would be renegotiable. 

. Permissive eremptions.—Section 106 (d) of the act authorizes the 
Board, in its discretion, to exempt the following: 

(a) Contracts and subcontracts to be performed outside the 
continental United States or in Alaska. 

(6b) Contracts and subcontracts under which the profits can be 
reasonably determined when the contract price is established. 

(c) Contracts and subcontracts with provisions which the 
Board considers otherwise adequate to prevent excessive profits. 

(d) Contracts and subcontracts of a secret nature. 

(e) Subcontracts as to which the Board considers it not ad- 
ministratively feasible to segregate the profits attributable thereto 
from the profits attributable to nonrenegotiable activities of the 
contractor. 


?. The Board; section 107 


The Renegotiation Board is created as an independent establishment 
in the executive branch of the Government. 

The Board is composed of five members. Each is appointed by the 
President, by and with the advice and consent of the Senate. The 
Secretaries of the Army, the Navy and the Air Force, subject to the 
approval of the Secretary of Defense, and the Administrator of General 
Services each recommend to the President for his consideration one 

erson from civilian life to serve as a member of the Board. The 
resident designates one member to serve as Chairman. 

No member of the Board may actively engage in any business, voca- 
tion, or employment other than as a member of the Board. 

8. Review by the Tax Court; section 108 

Any contractor aggrieved by an order of the Board determining an 
amount of excessive profits may file a petition with the Tax Court 
of the United States for a redetermination thereof. Such a petition 
must be filed within 90 days after notice of the final action of the 
Board. The court may determine as the amount of excessive profits 
an amount less than, equal to, or greater than that determined by the 
Board. The proceeding in the Tax Court is a proceeding de novo, 
and the determination made by that court of the amount, if any, of 
excessive profits is final. The filing of a petition with the court does 
not stay the execution of the order of the Board unless, within 10 days, 
the petitioner files a good and sufficient bond. 


APPENDIX 2 


DEVELOPMENT OF Price AND Prorit LimiITaTION ON CoNTRACTS FOR 
FurNISHING Derense MATERIALS AND SERVICES 


Although a complete history of profit limitation is not attempted 
for this report, an outline of the development of price and profit 
limitation is included in connection with the study for its bearing on 
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the questions required to be considered under section 6 of Public Law 
216. 

The fundamental problem has been one of getting a fair return 
for each dollar spent for defense material, eliminating profiteering 
and strengthening the industrial mobilization base on which defense 
depends. War profit limitations do not reflect a stigma on the bulk 
of private industry, but it has been used to deal with the great price 
and cost uncertainties of war. 

The problem of prices and profits realized from sales of defense ma- 
terials to the Government is as old as the history of the Nation. 
General Washington in letters to the Continental Congress complained 
of prices and profits being charged for materials saith he regarded as 
unfair and as jeopardizing the outcome of the Revolution, and similar 
complaints were made in wars preceding World War I. But the 
modern limitation movement assumed huge proportions as a result 
of that war. 

Charges were made that 23,000 new millionaires were created, and 
the word “‘profiteer’’ came to be applied to many defense suppliers. 
This it appears was in part because of the failure of cost plus a percent- 
age of cost contracting, and of the war controls and tax techniques 
employed in that period. At any rate, the 25 years following World 
War | witnessed a nationwide movement for the prevention of in- 
ordinate profits by war suppliers at unfair cost to the Government, a 
few instances of which should be noted. 

The American Legion assumed great influence. In convention in 
1922 it adopted a program of preventing profiteering in future wars 
and of attaining a reasonable degree of equality between the treatment 
of people and the treatment of capital. 

Both major political parties in 1924 adopted planks relative to the 
use of capital, management, and facilities, in time of war, and the 
control of profits realized from war production. 

Between the end of World War I and 1940 hundreds of bills were 
introduced in Congress for the elimination and control of war profits. 

In 1930 the Congress authorized a Senate investigation of the 
munitions industry, for which the reason was given in these words 

Whereas the 71st Congress, by Public Resolution Numbered 98 approved June 
27, 1930, responding to the longstanding demands of American war veterans 
speaking through the American Legion are for legislation to take the profit out of 
war. 

The War Policies Commission, of which Mr. Beraard Baruch was 
Chairman, concluded that restrictions such as price-fixing, higher taxes, 
and priorities were not sufficient to prevent inordinate profits. 


VINSON-TRAMMELL PROVISIONS 


The movement described had its influence in the series of acts and 
amendments, known as the Vinson-Trammell provisions, to limit 
profits on the construction of naval vessels and Navy and Army 
aircraft. Although now suspended during the effective period of the 
Renegotiation Act of 1951, they would come into effect again if the 
Renegotiation Act of 1951 is discontinued unless action should be 
taken by the Congress to the contrary. 

The first law after World War I relative to control of profits on 
armament was the act approved March 27, 1934 (48 Stat. 504; 
U.S. C. title 34, sec. 496). ‘ 
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Under this law, profits on contracts for naval vessels and aircraft 
were limited to 10 percent of the contract price. On June 25, 1936 
(Public Law 804, 74th Cong.), it was amended to permit offsetting of 
losses on one contract against profits on another contract. This was 
done by applying the 10 percent profit limitation to the aggregate 
of the contract prices for all contracts completed by a prime con- 
tractor within the income taxable year. Also, the amendment 
permitted net losses of 1 taxable year to be offset against net profits 
of the succeeding taxable year, a carryforward of 1 year. This was 
later made a 4-year carryforward. 

In 1936 the Merchant Marine Act provided a 10 percent limitation 
on profits from contracts for ships built for the Maritime Commission. 

In 1939 the Vinson-Trammell Act was amended to apply the 
10 percent profit limitation to contracts for naval vessels, and to 
app y a 12 percent limitation on contracts for Army and Navy air- 
crait. 

All of the foregoing related to peacetime procurement. The de- 
fense period preceding World War II began in 1940. On June 
28, 1940, an amendment to the Vinson-Trammell Act changed the 
limitation on contracts for naval vessels and for Army and Navy 
aircraft to 8 percent of the contract price; and applied the provisions 
of the Vinson-Trammell Act to subcontractors. It was also provided 
that profits in excess of 8.7 percent of the cost of performance would be 
regarded as in excess of the 8 percent limitation, except in the case of 
prime contracts made on a cost-plus-fixed-fee basis. 

The Second Revenue Act of 1940 imposed an excess-profits tax 
and suspended as of December 31, 1939, the profit limitation statutes 
applicable to Army and Navy contracts whenever the contractor or 
subcontractor was subject to excess-profits tax. By reason of this 
suspension and the fact that the act of June 28, 1940, provided that 
its amendments were to terminate June 30, 1942, the 8 percent and 
the 8.7 percent provisions never came into operation and are not now 
a part of the existing Vinson-Trammell provisions. 

A little noted fact was an effort at price and profit control just 
preceding the adoption of the first renegotiation statute in April 
1942. Pursuant to the Second War Powers Act, approved March 
27, 1942, the President by Executive Order 9217, issued April 10, 1942, 
designated the War Production Board, the War, Navy, and Treasury 
Departments, the Reconstruction Finance Corporation, and the Mari- 
time Commission, as governmental agencies to inspect the plants 
and audit the books of any contractor or subcontractor with whom a 
contract had been placed, to prevent the accumulation of unreasonable 
profits. Under this authority on April 25, 1942, cost-analysis sections 
and price-adjustment boards were established. The cost analysis 
sections were to conduct surveys of costs and profits incident to war 
contracts, and to act as fact finding agencies for the price-adjustment 
boards. The price adjustment boards were to assist the departments 
in securing voluntary adjustments or refunds whenever costs or profits 
were deemed excessive. It was the stated purpose of this administra- 
tive action to provide incentives to control costs, to promote efficiency, 
and to eliminate undue profits from contracts hastily made. 

In the meantime, on March 28, 1942, the day after the enactment 
of the Second War Powers Act, but before the Executive order and 
the establishment of the machinery for cost analysis and obtaining 
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adjustments or voluntary refunds, the Case amendment was adopted 
by the House of Representatives to the Sixth Supplemental National 
Defense Appropriation Act of 1942 to limit profits on any war contract 
to 6 percent of the contract price. In March 1942 the War Production 
Board and the War Department opposed this flat percentage profit 
limitation on the ground that it would impede production and would 
be unfair to many contractors and too generous to others. 


WORLD WAR II RENEGOTIATION 


The Case amendment to limit profits of war contracts to a flat 6 
percent of the contract price was passed by the House without debate 
in the Sixth Supplemental National Defense Appropriations Act of 
1942. The Senate Committee on Appropriations rejected a plan 
offered by the Government departments embodying the voluntary 
system of administrative renegotiation and price redetermination 
under which voluntary refunds were sought. Instead the Congress 
by enacting section 403 of the Sixth Supplemental National Defense 
Appropriation Act adopted the form of renegotiation,' under which 
refunds of undue profits were to be obtained by agreement with the 
contractors where possible but authorizing the departments to issue 
orders for refund where bilateral agreements with contractors could 
not be made, thus rejecting a flat percentage limitation on profits 
from war contracts proposed in the Case amendment which had 
passed the House. 

In its original form, section 403 referred to in subsection (b) author- 
ized and directed— 


the renegotiation of the contract price at a period or periods when, in the judgment 
of the Secretary, the profits can be determined with reasonable certainty—— 


and in subsection (c) the withholding from the contractor or sub- 
contractor of — 


any amount of the contract price which is found as a result of such renegotiation 
to represent excessive profits. 


In this form, renegotiation was made to operate cn the individual 
contract price. 

The Revenue Act of 1942 amended the original act to implement 
administrative practices of the departments and amended section 
403 (c) (1) to provide that— 


When the contractor or subcontractor holds two or more contracts or subcon- 
tracts the Secretary in his discretion may renegotiate to eliminate excessive profits 


1 Sec. 403, 6th Supplemental National Defense Appropriation Act, 1942, approved April 28, 1942 (56 Stat. 
226, 245-246), frequently referred to as the First Renegotiation Act. Title VIJ1I—Renegotiation of War 
Contracts, Revenue Act of 1942, approved October 21, 1942 (56 Stat. 798, 982-985). ‘Title VII—Renegotiation 
of War Contracts, and Title VIL1-—Repricing of War Contracts, Revenue Act of 1943, passed over the veto 
of the President February 25, 1944 (58 Stat. 21, 78-93), frequently referred to as the Renegotiation Act of 1943. 
Both the Revenue Act of 1942 and the Revenue Act of 1943 renegotiation legislation was by amendment of 
sec. 403 of the 6th Supplemental National Defense Appropriation Act of 1942, and there was added to the 
latter by the Revenue Act of 1943, sec. 701 (b) a subsec. (1), which provided ‘(1) This section may be cited 
as the Renegotiation Act’’ (68 Stat. 90). The termination date of the act was extended through December 31, 
1945, by an act approved June 30, 1943 (59 Stat. 204-295). 

2 That the Renegotiation Act of 1942 came in as a war Measure was universally recognized and is too clear 
to need documentation. Justice Burton in delivering the opinion in the Lichter case, holding the Rene- 
gotiation Act constitutional (Lichter v. United States, 334 U. 8. 742), stated: 

“The Renegotiation Act was developed as a major wartime policy of Congress comparable to that of the 
Selective Service Act. The authority of Congress to authorize each of them sprang from its war powers. 
Each was a part of a national policy adopted in time of crisis in the conduct of total global warfare by a nation 
dedicated to the preservation, practice, and development of the maximum measure of individual freedom 
consistent with the unity of effort essential to success. * * * Both acts were a form of mobilization. * * * 
‘The act always has been limited in duration to a period during and shortly following the war” (Lichter v. 
U. S., supra, pp. 754, 755, 771). 
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«on some or all of such contracts and subcontracts as a group without separately 
renegotiating the contract price of each contract or subcontract. 

Thus renegotiation was made to operate on the basis of the agerepate 
of the receipts and accruals of all the contracts and subcontracts of the 
contractor. 

Also, in determining the amount of the contract prices which was 
found as the result of renegotiation to represent excessive profits, 
subsection (c) (3) of section 403 provided that there should be 
allowed— 
the¥properly applicable exclusions and deductions of the character which the 
contractor or subcontractor is allowed * * * under the Internal Revenue Code, 
and a credit against any excessive profits to be eliminated for Federal income and 
excess profits taxes as provided in * * * the Internal Revenue Code. 

The Revenue Act of 1943 by section 701 amended section 403 to 
provide in subsection (a) (4) (A) that— 

The term “excessive profits’”” means the portion of the profits derived from con- 
tracts with the departments and subcontracts which is determined in accordance 
with this section to be excessive 
and provided for the first time seven factors to be specifically taken 
into consideration. 


RESULTS UNDER WORLD WAR II RENEGOTIATION 


Various analyses of results under the World War IT law have been 
made, including data presented in the “Brewster Report,” * and figures 
set forth in the Government’s brief in the Lichter case. The latter 
reported results which afford a basis for approximating the impact 
of World War II renegotiation in respect of the dollar volume of 
contracts subject to, and the gross and net recoveries under, the World 
War II law. The figures were reported as of June 30, 1947, and cover 
the fiscal years 1942 through 1946. 

The dollar amount of contracts subject to renegotiation for these 
vears was reported as $190 billion, excluding contractors eliminated 
because of exemption or noncoverage. 

Gross recoveries from renegotiation cases assigned were reported 
as $10,434,637,000. The dollar amount of contracts subject to 
renegotiation left after reduction by $10,434,637 ,000 of gross recoveries 
was $179,565,363,000. 

The net recoveries, after deduction of the Federal tax credit of 
$7 304,246,000, representative of the amount which would have been 
recovered by taxes, was $3,130,391,000. 

The total cost of administering the law for salaries and other expense 
was estimated by the War Contracts Price Adjustment Board as 
$41,476,000, making the net recovery amount, after deducting the 
administrative cost, $3,088,915,000. 

Of the total gross recoveries of $10,434,637,000, recoveries by 
agreement with contractors amounted to $9,539,144,000, or 91.4 
percent of gross recoveries, and recoveries by unilateral order for 
refund amounted to $895,493,000, or 8.6 percent. 


3 Special Committee Investigating the National Defense Program, Rept. No. 440, 80th Cong., 2d sess, 
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THE RENEGOTIATION ACT OF 1948 


Between the expiration of the World War II statute, December 31, 
1945, and 1948, no renegotiation statute was in effect, but the Vinson- 
Trammell limitation provisions again came into operation January 1, 
1946. 

However, effective as to fiscal years ending June 30, 1948, the Rene- 
gotiation Act of 1948 was passed in an act making supplemental! 
appropriations for the national defense for the fiscal year ending June 
30, 1948, and for other purposes (Public No. 547, 80th Cong., 2d sess., 
H. R. 6226). 

The Renegotiation Act of 1948 was made applicable to contracts 
and subcontracts of the military departments, and its administration 
was placed under the Secretary of Defense. In the area of its opera- 
tion it was based on the World War II statute and procedures. As 
amended it was in effect with respect to such contracts and sub- 
contracts through 1950. 

A renegotiation board was established by the Secretary of Defense 
for each of the military departments—the Department of the Army, 
Department of the Navy, and the Department of the Air Force. The 
determinations of these departmental boards were subject to the 
approval of the Military Renegotiation and Review Board. 

With respect to the work of these boards not completed, the Re- 
negotiation Act of 1951 placed the administration of this act under 
the independent Renegotiation Board established in the 1951 act. 

No separate data as to the volume of its operation is available as of 
the time of printing of this report. 

With the beginning of Korean hostilities, the Congress again estab- 
lished a system of price controls similar to those of World War Ii, 
including the excess-profits tax of 1950 and the Renegotiation Act of 
1951, both of which were originated by the Committee on Ways and 
Means of the House and passed by the Congress. 


THE RENEGOTIATION ACT OF 1951 


The Renegotiation Act of 1951 is based almost entirely upon the 
World War II statute. However, instead of putting the administra- 
tion of renegotiation under the departments whose contracts and 
subcontracts are subject to renegotiation, the 1951 act established an 
independent Renegotiaiion Board, which carries out the provisions 
of the act through regional boards. 

The 1951 act differed from previous statutes in another respect; 
namely, it specifically spelled out the policy on which the act was 
based. Its first section reads as follows: 


TITLE I—RENEGOTIATION OF CONTRACTS 


Sec. 101. DecLaraTion or Po.icy. 


It is hereby recognized and declared that the Congress has made available for 
the execution of the national defense program extensive funds, by appropriation 
and otherwise, for the procurement of. property, processes, and services, and the 
construction of facilities necessary for the national defense; that sound execution 
of the national defense program requires the elimination of excessive profits from 
contracts made with the United States, and from related subcontracts, in the 
course of said program; and that the considered policy of the Congress, in the 
interests of the national defense and the general welfare of the Nation, requires 
that such excessive profits be eliminated as provided in this title. 
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The act was extended by the Congress for 1 year in 1954, and for 2 
years in 1955, or through Moms. 31, 1956. 

A statement on the volume of contracts and subcontracts subject 
to renegotiation under the 1951 act, and data as to recoveries under 
the act, are included in the main body of this report. 


SUMMARY 


By way of summary, it may be observed that jurisdiction of the 
committee of Congress dealing with profit limitation has been di- 
vided. ‘The Vinson-Trammell profit-limitation provisions were origi- 
nated and developed in the committees of the Congress having juris- 
diction of the military departments. The original Renegotiation Act 
of 1942 originated with the Case amendment in the Committee on 
Appropriations of the House of Representatives and in the Committee 
on Appropriations of the Senate, where section 403 of the Sixth 
Supplemental National Defense Appropriations Act was substituted 
for the House provision and became the original Renegotiation Act 
of 1942. This act was amended and expanded in the Committee on 
Finance of the Senate in October 1942. In 1943 extensive hearings 
were held by the Committee on Naval Affairs of the House, the Com- 
mittee on Ways and Means of the House, and the Committee on 
Finance of the Senate. The Revenue Act of 1943 made extensive 
amendments, originating with the Committee on Ways and Means 
and the Committee on Finance, which committees also originated 
amendments providing for termination of the World War II statute. 
The renegotiation statute in effect from 1948 through 1950 originated 
in the Committee on Appropriations of the House, and was never 
considered or amended as such by the tax committees of the Congress. 
For the first time, the tax committees in 1950 originated a renegotia- 
tion statute in the Renegotiation Act of 1951. 

This review of committee development of profit limitation on 
contracts and subcontracts for the materials of defense by the United 
States may serve to point up the difficulties arising from the provisions 
of the various statutes, and also whether the Congress should, in a 
study of the whole subject of profit limitation involved in a policy of 
obtaining the materials of defense at a cost reasonable to the Govern- 
ment, review the question of the procedures of Congress for carrying 
out such a policy, either in war or in a semimobilization period, as 
well as the profit limitation provisions themselves. 
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s4rH CONGRESS } HOUSE OF REPRESENTATIVES { Reporr 
2d Session ' No. 2550 





TEMPORARY APPROPRIATIONS, 1957 





Juny 2, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 
{To accompany H. J. Res. 671) 


The Committee on Appropriations to which was referred the House 
Joint Resolution No. 671, making temporary appropriations for the 
fiscal year 1957, and for other purposes, reports the same to the House 
without amendment and with the recommendation that the joint 
resolution be passed. 

This is the usual type resolution to make provision for continuing 
in operation those functions of government for which annual ap- 
propriations for 1957 have not yet been enacted. 

All the regular annual supply bills have passed the stage of legis- 
lative consideration. The Committees on Appropriations and the 
Congress have moved so expeditiously that consideration of the bills 
has been completed somewhat more rapidly than in any session since 
1950. Only the Mutual Security appropriation, for which authorizing 
legislation is still pending, and the usual supplemental bill remain for 
consideration. ‘They will be reported shortly. 

Meanwhile, interim provision must be made to maintain necessary 
services for a small number of continuing items to be dealt with in 
the two remaining bills. The accompanying joint resolution makes 


such interim provision for the month of July or until the applicable 
bills are enacted. 


O 
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84TH CONGRESS ' HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2551 





CONSIDERATION OF H. R. 5731 





Juty 2, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 567} 


The Committee on Rules, having had under consideration House 
Resolution 567, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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841rH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2552 





CONSIDERATION OF H. R. 627 





JuLy 2, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 568] 


The Committee on Rules, having had under consideration House 


Resolution 568, report the same to the House with the recommendation 
that the resolution do pass, 
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84rH CONGRESS ; HOUSE OF REPRESENTATIVES { REport 
2d Session No. 2553 





CONSIDERATION OF H. R. 10765 





Juty 2, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules submitted tbe following 
REPORT 
[To accompany H. Res. 569] 


The Committee on Rules, having had under consideration House 
Resolution 569, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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847m CONGRESS } HOUSE OF REPRESENTATIVES | ReEport 
2d Session No. 2554 





PROVIDING FOR 10,000 ADDITIONAL COPIES OF THE REPORT 
ENTITLED “SPECIAL STUDY MISSION TO THE MIDDLE EAST, 
SOUTH AND SOUTHEAST ASIA, AND THE WESTERN PACIFIC” 





Jury 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 242] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 242, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 

The estimated cost of printing is approximately $1,993.03. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2555 





AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT OF THE 
CONSTITUTION OF THE UNITED STATES TOGETHER WITH THE 
DECLARATION OF INDEPENDENCE, AND PROVIDING FOR ADDI- 
TIONAL COPIES 





Juty 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Con. Res. 243] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 243, having considered the same, 
report favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The estimated cost of printing approximately $21,367.34. 


O 
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847rH CONGRESS HOUSE OF REPRESENTATIVES { REport 
2d Session No. 2556 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF HOUSE REPORT 2189, 84TH CONGRESS, 2D SESSION 





Juxy 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 245) 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 245, having considered the same, report 
favorably thereon without amendment and recommend that the con- 
current resolution do pass. 

Estimated cost of printing, approximately $7,157.29. 
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84rH ConaGREss t HOUSE OF REPRESENTATIVES \ Report 
2d Session No. 2557 





AUTHORIZING THE JOINT COMMITTEE ON ATOMIC ENERGY TO 
PRINT 30,000 ADDITIONAL COPIES OF THE HEARINGS OF THE 
RESEARCH AND DEVELOPMENT SUBCOMMITTEE ON SHORT- 
AGE OF SCIENTIFIC AND ENGINEERING MANPOWER 





JuLy 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Con. Res, 248] 


The Committee on House Administration, to whom was referred 
House Committee Resolution 248, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The cost of printing is estimated at approximately $13,672.19. 


O 
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84rH CoNGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2558 





AUTHORIZING REPRINTING OF HOUSE DOCUMENT 210 
OF THE 83D CONGRESS 





Jury 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Con. Res. 251} 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 251, having considered the same, 
report favorably thereon with an amendment and recommend that 
the concurrent resolution as amended do pass. 

The amendment is as follows: ae 

Strike out all after the enacting clause and insert in lieu thereof: 

That the brochure entitled ‘‘How Our Laws Are Made,”’ by Dr. Charles J. Zinn, 
law revision counsel of the House of Representatives Committee on the Judiciary, 
as set out in House Document 210 of the Eighty-third Congress, be printed as a 
House document, with emendations by the author and with a foreword by Honor- 
able Edwin E. Willis: and that there be printed one hundred thirty-two thousand 
additional copies to be prorated to the Members of the House of Representatives 


for a period of ninety days after which the unused balance shall revert to the 
Committee on the Judiciary. 


The cost of printing is estimated at approximately $5,120.92. 


O 
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84rH CONGRESS HOUSE OF REPRESENTATIVES { REportT 
2d Session No. 2559 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF THE 
PUBLICATION ENTITLED “INTERIM REPORT ON CORPORATE 
AND BANK MERGERS,” 84TH CONGRESS, 1ST SESSION, FOR THE 
USE OF THE COMMITTEE ON THE JUDICIARY 





Jury 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 434] 


The Committee on House Administration, to whom was referred 
House Resolution 434, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 
do pass. 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES { REporT 
2d Session No. 2560 





AUTHORIZING THE PRINTING OF THE PRAYERS OFFERED BY THE 
CHAPLAIN, THE REVEREND BERNARD BRASKAMP, D. D,., AT 
THE OPENING OF THE DAILY SESSIONS OF THE HOUSE OF 
REPRESENTATIVES DURING THE 83D AND 84TH CONGRESSES 





Jury 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 439] 


The Committee on House Administration, to whom was referred 
House Resolution 439, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 6, strike out the word “six” and insert in lieu thereof “two”. 


O 
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84rH CoNnGREss } HOUSE OF REPRESENTATIVES { REport 
2d Session No. 2561 





PROVIDING FOR THE PRINTING OF CERTAIN PROCEED- 
INGS IN THE HOUSE COMMITTEE ON AGRICULTURE 





Juty 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 
(To accompany H. Res. 532] 


The Committee on House Administration, to whom was referred 
House Resolution 532, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
© 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2562 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF THE HEARINGS HELD BY THE COMMITTEE ON THE 
JUDICIARY ON CIVIL RIGHTS 





Juty 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 544] 


The Committee on House Administration, to whom was referred 
House Resolution 544, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 


71008 





IINNIVERSITY OF MICHIGAN LIBRARIES 





84rH CONGRESS HOUSE OF REPRESENTATIVES { REportT 
2d Session No. 2563 





PROVIDING FOR ADDITIONAL COPIES OF HOUSE DOCU- 
MENT 234, 84TH CONGRESS, 1ST SESSION 





JuLy 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 546] 


. 


The Committee on House Administration, to whom was referred 
the House Resolution 546, having considered the same, report favor- 
ably thereon with an amendment and recommead that the resolution, 
as amended, do pass. 

Amendment: 

Line 2, strike out the words “forty-two thousand” and insert 
in lieu thereof “thirty-eight thousand five hundred’’. 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES { REportT 
2d Session No. 2564 





AUTHORIZING THE PRINTING OF THE STAFF REPORT ENTITLED 
“STATE TAXATION OF INTERSTATE TRUCKING AND THE 
RECIPROCITY PROBLEM” AS A HOUSE DOCUMENT, AND PRO- 
VIDING FOR ADDITIONAL COPIES THEREOF 





Joxiy 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 547] 


The Committee on House Administration, to whom was referred 
the House Resolution 547, having considered the same, report favor- 
” thereon without amendment and recommend that the resolutiop 

0 pass. 


O 
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&47H Concress } HOUSE OF REPRESENTATIVES { Reporr 
Session No. 2565 





PROVIDING FOR THE PRINTING OF CERTAIN PROCEED- 
INGS IN THE HOUSE COMMITTEE ON ARMED SERV- 
ICES 





Juty 2 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 548] 


The Committee on House Administration, to whom was referred 
House Resolution 548, having considered the same, report favorably 
thereon with amendments and recommend that the resolution as 
amended do pass. 

The amendments are as follows: 

Line 4, after the word “printed”, insert the following: “with an 
illustration,’’. 

Line 5, after the word ‘‘Document”’ insert the word ‘“‘and”’. 


oO 
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84TH Concress HOUSE OF REPRESENTATIVES | Report 
2d Session No. 2566 





AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT AND ADDI- 
TIONAL COPIES OF THE MANUSCRIPT ENTITLED “THE POWERS 
OF THE PRESIDENT AS COMMANDER IN CHIEF OF THE ARMY 
AND NAVY OF THE UNITED STATES” 





JuLy 2, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Res. 549} 


The Committee on House Administration, to whom was referred 
House Resolution 549, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { RerorrT 
2d Session No. 2567 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF 
PARTS 6,7, AND 8 OF THE HEARINGS ON THE STUDY OF 
THE ANTITRUST LAWS OF THE UNITED STATES 





Juxy 2, 1956.—-Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 77] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 77, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The estimated cost of printing is approximately $7,153.80. 


O 
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847TH CONGRESS HOUSE OF REPRESENTATIVES { REportT 
2d Session No. 2568 





DISPOSITION OF REVENUES FROM TONGASS 
NATIONAL FOREST, ALASKA 





Juty 2, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Woo.ey, from the Committee on Agriculture, submitted the 
submitted the following 


REPORT 


[To accompany S. 2517] 


The Committee on Agriculture, to whom was referred the bill 
(S. 2517) to amend subsection 3 (a) of the act approved August 8, 
1947, to authorize the sale of timber within the Tongass National 
Forest, Alaska, having considered the same, Pe favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is to authorize the release for use under 
provisions of law relating to all national forests of receipts from the 
sale of timber on the Tongass National Forest, Alaska, which have 
been held in escrow since sale of timber on the forest was authorized 
in the act of August 8, 1947. Under the laws relating to disposition 
of receipts from the national forests, 25 percent of the receipts from 
the Tongass National Forest would normally go to the Territory of 
Alaska for use of schools and roads in the Territory and another 10 
percent would be available to the Forest Service for construction of 
roads and trails within the forest. 

Because of poncig claims of native Alaskans to certain lands 
within the Tongass National Forest, the usual disposition of forest 
receipts was deferred by the 1947 act authorizing the timber sale. 
While still protecting whatever rights there may be on the od of any 
Indian claimants to the Tongass National Forest lands and revenues, 
this bill will permit the release of 35 percent of the funds now held in 
escrow and those received in the future for sorely needed schools and 
roads in the Territory. ; 

Hearings were held by this committee simultaneously on this bill 
(S. 2517) and a similar House bill (H. R. 611) and the author of the 
Sate pale Hon. E. L. Bartlett, of Alaska, urged enactment of the 

ate bill. 
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2 REVENUES FROM TONGASS NATIONAL FOREST, ALASKA 


SENATE REPORT 


The Senate report on the bill explains the measure in some detail 
and indicates the approval of the various executive agencies concerned. 


PURPOSE OF MEASURE 


S. 2517 would authorize payment of 25 percent of the revenues from 
the Tongass National Forest in Alaska to the Territorial government 
of Alaska for gravely needed schools and roads in the Territory. The 
Department of Agriculture would receive 10 percent of the revenues 
for roads and trails in the national forest. 

Such payments would be made under Federal laws of long standing 
that are applicable to all States and Alaska in which national forests 
have been established. Alaska would not receive any benefits that 
the States do not now enjoy. In fact, the Territorial schools are now 
being deprived of benefits they would now be enjoying were it not 
for the specific provision of the Tongass National Forest Act which 
requires that all revenues be held in escrow. 

Some $2 million have been accumulated in the Tongass National 
Forest fund since 1947. Under the bill, Alaska would receive 25 
percent of this amount, as well as 25 percent of future revenues. 
The Department of Agriculture would receive 10 percent of the ac- 
cumulated fund, and 10 percent of future revenues for development 
work in the forest. 


Indian claims safequarded 


At the same time, the bill fully safeguards whatever rights there 
may be on the part of any Indian claimants to the Tongass Forest 
lands and revenues. Although last year the Supreme Court of the 
United States ruled, in the Tee-Hit-Ton case (The Tee-Hit-Ton 
Indians v. The United States (348 U. 5S. 272)), that no compensable 
Indian claims based on possessory rights exist in Alaska, S. 2517 does 
not deny, nor does it recognize, any Indian claims that may be vali- 
dated in the future by court action. 

The remaining 65 percent of the present fund, as well as 65 percent of 
future revenues, will continue to be available for payment of such 
claims, if subsequently allowed, with the Territory liable for 25 percent 
of the amount. 

BACKGROUND OF LEGISLATION 


The Tongass National Forest was created by withdrawals from the 
vast public domain in Alaska by Presidential proclamations between 
1902 and 1909. It comprises some 16 million acres of land but only 
about 3.5 million acres are commercial timberland which occupy the 
lower elevations below 1,500 feet. These lands contain about 78 
billion board-feet of virgin timber, largely of high-grade pulp material 
of hemlock and spruce. About 75 percent of the commercial timber 
lies within 2% miles of tidewater. 

Timber is the principal resource in the Tongass Forest, but until 
after the Second World War annual sales were relatively small, 
amounting to about 60 million board-feet. Pulp has become of major 
importance since 1948 and the annual cut has increased nearly fourfold 
so that today it is in excess of 200 million board-feet. Approximately 
three-fourths of present annual output is manufactured for dissolving 
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REVENUES FROM TONGASS NATIONAL FOREST, ALASKA 3 


pulp by the Ketchikan Pulp Co. This company, which has a 400-ton 
daily capacity, holds a 50-year sale for 8% billion board-feet of timber 
from the Tongass National Forest. It has invested upwards of $50 
million in this enterprise. 

Further large developments for Tongass timber are in prospect as 
3 other companies have 50-year contracts as the result of bidding 
in large volumes of timber for pulp, lumber, and veneer since June 
1954. The combined timber offerings to these companies total 15% 
billion board-feet. The annual cut of national-forest timber will be 
about half a billion board-feet when these companies get into operation 
within the next several years. 

This rapid increase in timber-sale activity on the Tongass National 
Forest has been prougns about aro as a result of two significant 
developments: (1) The rising demand for pulp in the United States, 
and (2) the enactment of the Tongass Timber Act of ‘708 8, 1947 
(61 Stat. 920), which authorized the Secretary of Agriculture to sell 
timber from the Tongass National Forest, notwithstanding any claim 
of native possessory rights to such timberlands, 


The Tongass Timber Act 


The Tongass Timber Act was enacted in order to remove doubts as 
to the authority of the Secretary,of Agriculture to manage and sell the 
timber resources of the Tongass National Forest. These doubts had 
been raised by the assertion of rights to the Tongass lands by various 
natives of Alaska. These asserted claims were often overlapping and 
were tending to block the orderly development of a pulp saaneery in 
Alaska dependent on the timber from the national forest. 

That act states specifically that it neither denies nor recognizes the 
validity of Indian or other native claims to land or timber within the 
Tongass Forest. It has encouraged the development of a pulp indus- 
try in Alaska with its many benefits. The act directs that all receipts 
from the sale of timber or land from the national forest shall be main- 
tained in a special account in the Treasury until the question of aborig- 
inal and possessory rights to any of the Tongass timber or land is 
finally determined. 

This withholding of national-forest receipts in a special account as 
required by the Tongass Timber Act prevents (1) the distribution of 
25 percent of such receipts to the Territory for road and school ex- 
penditures, and (2) the expenditure of 10 percent of the receipts by the 
Secretary of Agriculture for national-forest roads and trails in Alaska. 
As stated, funds in this special account now amount to nearly $2% 
million and are accumulating at a rate of about $600,000 annually. 
When cutting begins under the terms of the three recent 50-year 
Leen contracts, receipts will increase substantially over present 
evels, 


EXPLANATION OF THE PROVISIONS 


S. 2517 would: (1) make available to Territory of Alaska 25 per- 
cent of receipts from the sale of timber from the Ton National 
Forest hereafter received or heretofore received and now freld in special 


deposit account; (2) make available 10 percent of such receipts to the 
Secretary of Agriculture for road and trail work in the national forests 
in Alaska; (3) retain 65 percent of receipts in the special deposit ac- 
count until possessory rights of Alaska natives to land sad Cashes 
are determined; (4) provide that the Territory pay to the United 
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4 REVENUES FROM TONGASS NATIONAL FOREST, ALASKA 


States 25 percent of moneys required to satisfy possessory claims up 
to a maximum of the total amount received by the Territory from the 
United States as its share of national-forest receipts under the 25 
Percent Receipts Act of March 23, 1908; and (5) provide that such 
payments by the Territory be effected to extent possible by deductions 
from payments due the Territory under the 25 Percent Receipts Act. 

The required withholding of national-forest receipts in escrow im- 
poses a financial hardship on the Territorial agencies financing local 
road and school activities and on the accomplishment of needed na- 
tional-forest road and trail work. Enactment of S. 2517 would correct 
this situation by making available a portion of the accumulated and 
future receipts for development of the Territory. The committee 
reiterates its conviction that enactment of S. 2517 would neither affirm 
nor deny any possessory rights that Alaska natives may be found to 
have to the land or timber within the Tongass National Forest. 

The provisions of the bill would be equitable to the Territory, to the 
United States, and to a successful claimant of possessory rights, if any 
are subsequently determined to be valid. 


REPORTS OF EXECUTIVE AGENCIES 


The report of the Department of Agriculture, which administers the 
Tongass National Forest, strongly recommends enactment of S. 2517 
without amendment. The Bureau of the Budget has advised that 
there is no objection to the Department’s favorable recommendation. 
The Department of the Interior, which has general administrative 
responsibility for Federal governmental functions in Alaska, favors 
enactment of the legislation. Subsequent to the hearing and favor- 
able committee action on the bill as introduced, the Department 
suggested an amendment designed to permit immediate distribution 
of the entire fund with the Federal Government responsible for 
payment of any Alaskan native claims that may be allowed. The 
committee did not have opportunity to consider the proposed amend- 
ment. 

The reports of the agencies are as follows: 


DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 30, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Washington 25, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on 8. 2517, a bill to amend subsection 3 (a) of the act approved 
August 8, 1947, to authorize the sale of timber within the Tongass 
National Forest, Alaska. 

We would have no objection to S. 2517. However, we recommend 
its amendment in sceattinied with the following comments. 

The so-called Tongass Timber Sale Act of August 8, 1947 (61 Stat. 
920), provided in section 3 (a) thereof that all receipts from the sale 
of timber or from the sale of lands under section 2 thereof shall be 
maintained in a special account in the Treasury until the rights to 
the land and timber in question are finally determined. The purpose 
of such provision was to establish a special account to safeguard pos- 
sible payment of Indian or other native claims relating to the proper- 
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ties in the event that such claims should thereafter be determined to 
be valid. We understand that there is now more than $2,200,000 in 
the account. 

Enactment of S. 2517 would reinstate, for the Tongass National 
Forest, the usual procedure for remitting a portion of national-forest 
receipts to the States and Territories. We believe this is very de- 
sirable. Unless such legislation is enacted, the special account will 
grow rapidly as national-forest timber is now being harvested at an 
accelerated rate to meet the needs of the expanding timber-using 
industries of Alaska. Retention of the fund imposes a hardship on 
the Territory with respect to the financing of local road and school 
activities, as well as to the accomplishment of national-forest road 
and trail work. It prevents carrying out of established procedures 
governing national-forest receipts as follows: (1) the distribution of 
25 percent of national-forest receipts for roads and schools by local 
governmental agencies; and (2) the expenditure of an additional 10 
percent of such receipts by the United States Forest Service for Alaska 
national-forest road and trail work. 

The recent decision of the Supreme Court, dated February 7, 1955, 
in the case of the Tee-/Tit-Ton Indians v. United States (348 U.S. 272), 
has resolved any further need for the provision contained in section 
3 (a) of the Tongass National Forest Act of August 8, 1947 (61 Stat. 
921). It is clear, we believe, from the cited case that no compensable 
rights, based upon so-called Indian possessory or aboriginal interests 
exist in the land and timber in question, nor has the Congress granted 
permanent rights to the Indians therein, that would operate as a bar 
to the enactment of this proposed legislation. In these circumstances, 
the national-forest receipts should be accounted for and distributed 
in accordance with the general laws applicable to national-forest 
revenues. 

We suggest that S. 2517 be amended primarily for purposes of 
clarification along the lines which we have discussed and generally 
in accordance with a similar provision contained in the Alaska state- 
hood bill, S. 49. You will note that, in addition to providing for dis- 
position of the fund that has been accumulating from Tongass 
National Forest receipts and the distribution of such receipts hereafter 
in accordance with the established law governing such receipts, our 
suggested amendment will permit the appropriation of such funds as 
may be necessary to pay any judgments, if any, that may result from 
any adverse native claims to timber or lands described in the Tongass 
National Forest Sales Act of August 8, 1947. We believe that such a 
provision is equitable in the event that any adverse native claims 
may be upliand in the future pursuant to the 1947 act. Furthermore, 
the existence of aboriginal claims in any States does not preclude 
distribution of forest receipts to that State and to the Treasury under 
general law. It would be discriminatory to continue to withhold 
Alaska’s share of such receipts or to require Alaska to assume responsi- 
bility for any portion of any such claim sustained in the future. We 
recommend, accordingly, that S. 2517 be amended as follows: 

Strike out the language of the bill following the word “hereby”’ in 
line 4, page 1, and insert in lieu thereof the following: ‘repealed. 
Amounts in the special account established under such section on the 
date of the approval of this Act shall not thereafter be subject to the 
provision of that subsection so repealed, but shall be disposed of 
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in accordance with the Ketan 2 of law with respect to disposition 
of receipts from national forests. Amounts hereafter received from 
the sale of timber or land under section 2 of such joint resolution of 
August 8, 1947, shall be deposited in the Treasury and shall also be 
disposed of in accordance with the provisions of law with respect to 
disposition of receipts from the national forest. In lieu of the special 
account heretofore established pursuant to section 3 (a) of the said 
joint resolution of August 8, 1947, there are hereby aurhorized to be 
oan, such sums as may be necessary to pay such judgments, 
if any, as may result from adverse native claims to timber or lands 
described in the said joint resolution of August 8, 1947.” 
We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 
Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Intericr. 





DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 23, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear SENATOR Murray: This is in reply to your letter of March 16 
requesting a report on S. 2517, a bill to amend subsection 3 (a) of the 
act approved August 8, 1947, to authorize the sale of timber within 
the Tongass National Forest, Alaska. 

We strongly recommend enactment of S. 2517. 

This bill would: (1) make available to Territory of Alaska 25 per- 
cent of receipts from the sale of timber from the Tongass National 
Forest hereafter received or heretofore received and now held in 
special deposit account; (2) make available 10 percent of such re- 
ceipts to the Department for road and trail work in the national 
forests in Alaska; (3) retain 65 percent of receipts in the special 
deposit account until possessory rights of Alaska natives to land and 
timber are determined; (4) provide that the Territory pay to the 
United States 25 percent of moneys required to satisfy possessory 
claims up to a maximum of the total amount received by the Terri- 
tory from the United States as its share of national forest, receipts 
under the 25 Percent Receipts Act of March 23, 1908; and (5) provide 
that such payments by the Territory be effected to extent possible 
by deductions from payments due the Territory under the 25 Percent 
Receipts Act. 

The Tongass Timber Act, approved August 8, 1947 (61 Stat. 920), 
provides among other things that all receipts from the sale of land 
and timber from the Tongass National Forest shall be placed in a 
special deposit account to safeguard possible payment of Indian or 
other native claims to the property values involved. The Supreme 
Court on February 7, 1955, in the case entitled The Tee-Hit-Ton 
Indians v. The United States (348 U.S, 272), ruled that no compensable 
aboriginal claims exist in Alaska. Funds in the special bee bl 
account by February 29, 1956, had accumulated to nytt $2% on, 
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and will grow rapidly as additional large timber sales are made 
in Alaska. 

The withholding of -national-forest receipts in this escrow fund 
revents (1) the distribution of 25 percent of the accumulated and 
uture national forest receipts for road and school expenditures by 
local governmental agencies, and (2) the expenditure of an additional 
10 percent of these deposited funds by the Department on Alaska 
national-forest road and trail work. This situation imposes a financial 
hardship on the Territorial agencies financing local road and school 
activities and on the accomplishment of needed national forest road 
and trail work. S. 2517 would release these funds and at the same 
time provide adequately for payment to Alaska natives of any 
possessory rights later determined to be valid. 

The Bureau of the Budget advises that there is no objection to 

the submission of this report. 
Sincerely yours, 
True D. Morse, 
Acting Secretary. 





Executive OFFIcE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., April 6, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrmMan: Reference is made to your request for 
the views of this Bureau on S. 2517 to amend subsection 3 (a) of the 
act approved August 8, 1947, to authorize the sale of timber within 
the Tongass National Forest, Alaska. 

The general objective of this measure is to release certain receipts 
accruing from timber sales in the Tongass National Forest. Pursuant 
to the act of August 8, 1947, such receipts were held in an escrow 
account awaiting settlement of pending Indian claims. The decision 
of the United States Supreme court of February 7, 1955, resolved 
that issue. 

Both the Departments of Agriculture and the Interior endorse 
the legislation. In a report which the Department of the Interior 
is presenting to your committee an amendment is suggested which, 
for the reasons stated in the report, appears to be preferable to the 
language contained in the bill. 

his Bureau recommends enactment of the bill if amended along 
the lines suggested by the Department of the Interior. 
Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 


brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 
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Section 3 (a) or THE Act or AvuGust 8, 1947 (61 Srar. 902, 921) 


Sec. 3. (a) All receipts from the sale of timber or from the sale of 
lands under section 2 of this resolution shall be maintained in a 
special account in the Treasury until the rights to the land and timber 
are finally determined[.]: Provided, That all receipts heretofore and 
hereafter received from the sale of such timber shall be subject to the 
provisions of the Act of May 28, 1908 (35 Stat. 260), as amended, and 
the Act of March 4, 1913 (87 Stat. 843), as amended. If any claims of 
possessory rights to lands or timber within the exterior boundaries of the 
Tongass National Forest are determined to be valid, the Territory of 
Alaska shall pay to the United States 25 per centum of the moneys 
required to satisfy such claims: Provided, t the Territory shall not 
be required to pay to the United States any Seen in excess of the total 
amount received by the Territory from United States pursuant to 
the Act of March 23, 1908: Provided further, That such payments by 
the Territory to the United States shall, to the extent possible, be effected 
by deductions from the amounts otherwise payable to the Territory 
pursuant to such Act. 


O 
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Juty 2, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Priest, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


{To accompany S. 3958] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 3958) to improve the health of the people by 
assisting in increasing the number of adequately trained professional 
and practical nurses and professional public health personnel, assisting 
in the development of improved methods of care and treatment in 
the field of mental health, and for other purposes, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 2, line 11, change “four” to “two’’. 

Page 5, line 7, change “four” to “‘two’’. 


PURPOSE OF LEGISLATION 


It is the purpose of the 5 titles of this bill to improve the health of 
the American people by providing 5 programs designed to increase 
the supply of health personnel and health facilities, and to improve 
the methods by which certain health services are furnished. The 
specific purposes of the five titles are as follows: 

Title t: fnenense the supply of public health specialists by estab- 
lishing a 3-year Federal program providing graduate traineeships for 
phvsicians, engineers, nurses, and other professional health personnel; 

Title II: Increase the supply of professional nurses who are qualified 
to teach in the various fields of nurse training (including practical- 
nurse training) or to serve in an administrative or supervisory capacity 
by establishing a 3-year Federal program providing advanced training 
to professional nurses; 

itle III: Increase the supply of trained practical nurses by estab- 
lishing a 5-year program of Federal: matching grants to States for 
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expanding and improving vocational educational training programs for 
practical nurses; 

Title IV: Supply additional needed hospital and related health 
facilities by extending for 2 additional years the Hospital Survey and 
Construction Act which otherwise would expire on June 30, 1957; and 

Title V: Support investigations, experiments, and demonstrations 
in the field of mental health (with particular emphasis on projects 
designed to improve the operation and administration of State institu- 
tions for the care or treatment of the mentally ill) by authorizing the 
Surgeon General to make special project grants for such purposes, 


GENERAL STATEMENT 


The hearings held by the Subcommittee on Health and Science in 
connection with this legislation and the consideration thereof by the 
subcommittee and the full committee have created an awareness once 
again of the shortages which exist in this country of health personnel 
and health facilities, and the difficulties which are encountered with 
regard to the methods and the costs of providing health services. 
The shortages of health personnel are not limited to the particular 
categories of personnel with which the first three titles of this legislation 
propose to deal. The subcommittee and the full committee are acutely 
aware of the fact that existing shortages of health personnel in all 
categories, as well as shortages in many classes of health facilities, 
profoundly affect the quantity, quality, methods, and costs of health 
services rendered to our people in this country. 


Training programs 


In limiting the traineeship programs provided for in titles I and II 
of this legislation to a 3-year period, the committee has given concrete 
evidence of its conviction that these programs should be considered 
both temporary and tentative. Yet, the committee feels strongly 
that these programs must be put into effect immediately if we are to 
stave off a further contraction in the supply of public-health personnel 
and professional nurses trained to fill teaching and supervisory posi- 
tions. The 5-year program of practical-nurse training contained in 
title III of this legislation is likewise of immediate urgency if the 
constantly increasing demand for practical nurses in general hospitals, 
chronic-disease hospitals, institutions for the mentally ill, and nursing 
homes is to be met. 


Hospitals and health facilities 


The serious deficit in hospitals and other health facilities throughout 
the Nation which continues to exist in spite of the progress which has 
been made under the Hospital Survey and Construction Act, is 
demonstrated by the established need for 2,050 projects whose con- 
struction is anticipated during the next 3 years, at a total cost of 
approximately $1,879,627,000. The Federal share of this cost calcu- 
lated pursuant to the provisions of the Hospital Survey and Con- 
struction Act would amount to in excess of $757 million. The amount 
appropriated for the coming fiscal year for this purpose is $125 million. 

herefore, extension of the Hospital Survey and Construction Act 
into the fiscal years 1958 and 1959, which is provided for in title IV 
of this legislation, is a step urgently needed but insufficient by itself to 
meet this demonstrated need for hospitals and other health facilities, 
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Special mental-health projects 

The States and Territories at the present time carry a tremendous 
financial burden in operating mental-health hospitals. Statistics show 
that in 1953, in excess of $500 million were spent for this purpose. 
Title V of this legislation proposes special project hg to support 
investigations, experiments, and demonstrations in the field of mental 
health, with particular emphasis on projects designed to improve the 
operation and administration of State institutions for the care or 
treatment of the mentally ill. It is hoped that these projects will 
bring about an improvement in the quantity and quality of health 
services which may be rendered to the mentally ill, and a correspond- 
ing substantial reduction in the patient load of these institutions, 
resulting in a lightening of the tremendous financial burdens now 
carried in this field by the States and Territories; 


Committee investigation and study 


. The committee feels that basic and comprehensive changes are 
needed in the programs designed to increase the supply of health 
ersonnel and health facilities and to improve the maihed by which 
fealth services are rendered, if services of high quality are to be 
available more generally to our people at a cost which they can 
afford to pay. The committee, through its Subcommittee on Health 
and Science, expects to conduct, at the earliest opportunity, an in- 
vestigation and study of what changes are needed, and hopes to begin 
such study before the convening of the 85th Congress. 

The committee feels that in the course of its hearings on major 
diseases of mankind, held during the 83d Congress, and the hearings 
on the safety of the Salk poliomyelitis vaccine, held during the 84th 
Congress, it has developed a technique of panel discussions which 
enables the committee to cope with highly controversial and technical 
problems. 

The committee is under no illusion that easy answers will be readil 
available to the questions with which it must deal in connection wi 
shortages of health personnel and health facilities, and the costs and 
methods of providing health services. However, the committee be- 
lieves that, by using the panel discussion method, it may be able to 
clarify the issues sufficiently so that 3 a bg sive legislation may be 
developed. This, as has been stated, the Subcommittee on Health 
and Science hopes to do at the earliest possible date. 


COMMITTEE HEARINGS 


The Subcommittee on Health and Science held hearings on the bill 
S. 3958, as well as H. R. 11549 and H. R. 9048,' which contain pro- 
visions substantially similar to the provisions contained in titles I 
through III, and title V, respectively. In the course of these hearings, 
witnesses for the Department of Health, Education, and Welfare, the 
State and Territorial Health Officers Association, the American Nurses 
Association, the American Vocational Association, the American Hos- 
pital Association, and various State professional and practical-nurses 
associations testified in favor of this legislation. 

In addition, the committee has received many communications from 
organizations and individuals concerned with health problems favoring 
this legislation. 
oe ns ae RE ey: =. R. 9048 which is substantially identica] with title V o/ 
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TITLE I—TRAINEESHIPS FOR PROFESSIONAL PUBLIC HEALTH 
PERSONNEL 
Need for legislation 

The purpose of title I of the bill is to secure an increased supply of 
adequately trained public-health specialists. Such specialists are 
urgently needed by public-health agencies—Federal as well as State 
and local. 

Many American communities have created positions and budgeted 
funds for public-health personnel. However, these positions have 
remained vacant because the required trained personnel is not avail- 
able. Thus, the public bealth needs of these communities have re- 
mained unmet. 

The. present shortages of public-health personnel have resulted 
partly from the growth in population and partly from research dis- 
coveries which offer new methods of providing public-health protec- 
tion. In addition, new developments in the fields of transportation 
and industry have necessiated training of public-health personnel in 
new public-health methods as, for example, decontamination of 
planes, air-polution problems, disposal of radioactive waste products, 
and others. 

Specialized advanced training in public health of. physicians, nurses, 
engineers, and other personnel is required, in order to enable them to 
use their skills in evaluating and solving public health problems as 
distinguished from health problems of individual human beings. 

For a variety of reasons—primarily lack of funds-——-the number of 
personnel which is being trained in public health has been declining 
for several years. In 1947, over 900 persons were so trained. In 
1955, the number dropped to only 400 persons. 

It is imperative that this level of training be increased if only to 
keep pace with the losses resulting from the turnover prevailing in 
the profession. A considerably higher level of training activities 
would be necessary to supply the additional personnel needed to meet 
the requirements of our growing population and to put into practice 
new research discoveries, 

Provisions of legislation 

Title I is intended to stimulate the training of more professional 
public-health personnel. It is designed to ‘supplement and not to 
replace the training activities currently being carried on by State and 
local governments. The existing training programs, however, give 
attention primarily to the training of personnel already employed by 
State and local health departments. The traineeships provided for 
in title I are aimed primarily at individuals who are willing to enter 
the public-health field, thus encouraging additional persons to under- 
take public-health work as a professional career. 

Title | would authorize the Surgeon General to make traineeship 
awards either directly to individuals or through grants to training 
institutions. Grants to training institutions are expected to be used 
whenever the number o potential applicant: at any particular insti- 
tution would be large enough to make such grants practicable. In 
all cases, however, the applicant must have been accepted by the 
training institution in ete a he expects to take his training before he 


can qualify for a traineeship under this program. 
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Funds appropriated under this title may be used only to defray 
the educational expenses of individuals to whom the traineeship 
awards are made, including tuition, fees, subsistence, and travel. 

The Surgeon General would be required to appoint an expert ad- 
visory committee to advise him in the administration of the trainee- 
ship program. The committee would be composed of specialists in 
public-health administration and training, including representatives 
of oe ee public-health fields in which traineeships would be 

ranted. 

7 The legislation would also require the Surgeon General to call a 
special conference broadly representative of the professional and train- 
ing groups interested in public-health training. The conference 
would take place between June 30 and December 1, 1958, and would 
appraise the effectiveness of the traineeship program. The conference 
would consider any modifications in the program which might be de- 
sirable in order to increase its effectiveness. Furthermore, it would 
study ways of achieving the most effective distribution of responsibili- 
ties between Federal and State Governments with respect to the ad- 
ministration and support of public-health training. The Surgeon 
General would submit to the Congress on or before January 1, 1959, 
the report of the conference, including conference recommendations. 


Reexamination of program 


The committee believes that any Federal program designed to aid 
education should be, whenever feasible, a program of Federal grants- 
in-sid, requiring State matching, and that such program should leave 
administrative controls firmly in the hands of State and local agencies. 
For this reason the committee decided to limit to 3 years the 5-year 
program provided for in the bill as passed by the Senate. After the 
program will have been in operation for over 2 years, and after the 
conference will have had an opportunity to make its study and recom- 
mendations with respect to the most effective distribution of responsi- 
bilities between Federal and State Governments with respect to a 
public-health traineeship program, Congress should be in a position 
to determine the desirability of discontinuing the proposed program 
or continuing it unchanged, or adopting a new Federal-State matching 
grant program, independent of, or as part of, the general public health 
Federal-State matching-grant program which has been in operation 
for many years. 


Cost of program 


The Department of Health, Education, and Welfare estimates 
that the cost of the traineeship program during the first year will be 
approximately $1 million. The financial needs of the program during 
the second and third years would increase. If the program is to be 
sufficiently large to balance annual attrition of public-health specialists, 
in excess of 500 traineeships would be roctired , costing on an average 
$4,000 each, thus requiring during the second and third years a 
doubling of the money to be expanded. 


TITLE Il--ADVANCED TRAINING OF PROFESSIONAL NURSES 


Need for legislation 


The traineeship program contained in title IT is needed to increase 
the supply of professional nurses who are qualified to teach and train 
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other nurses, including practical nurses, and the supply of professional 
nurses who are qualified to fill key administrative and supervisory 
positions in hospitals and other health facilities. Some 6,000 hospitals 
and 4,000 public-health nursing agencies throughout the country 
employ nurses in administrative and advisory positions. Many of 
these positions have remained unfilled or are filled with inadequately 
trained personnel because nurses qualified by advanced training to 
fill these positions are unavailable. 

At the present time there is a great demand for additional nurses 
qualified to teach the increasing number of young people graduating 
from high schools who are willing to enter the nursing profession. 
One of the principal bottlenecks which stands in the way of expanding 
the enrollment of professional nursing schools is the shortage of quali- 
fied nurse-teachers. This shortage will increase as our population 
increases and the demand for nurses will remain unmet because poten- 
tial nurses cannot find nursing schools sufficiently staffed to be able to 
accept them as students. 

In 1955 only about 600 graduate nurses completed advanced training, 
which qualifies them to teach in schools of nursing. Ths number 
barely balances annual attrition on account of death, retirement, and 
changes in professional occupation. Certainly, the number of pro- 
fessional nurses presently receiving graduate training falls far short of 
the educational needs which are created by expanding school en- 
rollments. 

Only 400 graduate nurses completed the advanced training necessary 
to qualify them to fill key administrative and supervisory positions in 
our hospitals and public-health nursing agencies. A marked increase 
in this number would mean more efficient direction of nursing services, 
better care for patients, and possibly lower cost of illness. 

Many nurses currently enrolled in advanced-training programs are 
enrolled on a part-time | Hear Usually, their financing needs require 
them to work while completing their education. Study programs, 
which could be completed in a year or two of full-time study, require 
part-time study of many additional years’ duration. To enable addi- 
tional nurses to engage in full-time study, some form of financial aid 
is necessary to relieve them of the necessity of earning a living during 
the advanced training period. 

Provisions of legislation 

Under title II, Federal grants would be awarded to the training 
institutions which would ls individuals qualified to receive trainee- 
ship awards. Traineeships may be used exclusively to cover the 
cost of tuition, fees, travel, and subsistence. 

Provision is made for the appointment of an expert advisory com- 
mittee composed of persons from the fields of nursing and nursing 
training, hospital administration, and medicine. The Surgeon Gen- 
eral would be required to call a special conference between June 30, 
and December 1, 1958, broadly representative of the professional and 
training groups interested in advanced training for professional 
nurses. . 

The conference would appraise the effectiveness of the traineeships 
under this title in meeting the needs for professional nurses in Lepr. 
administrative, and surpervisory positions. The conference wo d 
consider modifications of this title desirable to increase its effectiveness 
including possible means of stimulating State participation through 
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Federal matching grants to States for the support of the traineeship 

rogram. The Surgeon General would submit to the Congress on or 
before January 1, 1959, the report of such conference, including any 
recommendations submitted by it. 


Reexamination of program 


As in the case of title I, the committee decided to limit to 3 years 
the 5-year program provided for in the bill as passed by the Senate. 
The committee feels very strongly that Federal education programs 
should, whenever feasible, not provide for outright Federal grants but 
should be programs of Federal grants-in-aid requiring State matching. 
After the program will have been in operation for over 2 years, and 
after the conference will have had an opportunity to study the feasi- 
bility of a Federal-State matching program, Congress would be in a 
position to determine the desirability of continuing the program un- 
changed or discontinuing it altogether, or modifying the same by 
adopting a program of Federal-State matching grants, 


Cost of program 

The Department of Health, Education, and Welfare estimated that 
the cost of the traineeship program for graduate nurses during the first 
year would be approximately $2 million. The Department further 
indicated that the cost of this program during the second and third 
years is expected to increase. The amount of the needed increase 
has not as yet been determined. 


TITLE HI-—-PRACTICAL NURSE TRAINING 


Need for legislation 


Increasing the supply of trained practical nurses is one of the most 
effective means of supplementing the services of professional nurses. 
Practical nurses are needed not only in the general hospitals but also 
in our 9,000 nursing homes. The recent large increase in the number 
of nursing homes has added greatly to the demand for the services 
of trained practical nurses. Even more important perhaps is the 
need for trained practical nurses in our chronic disease hospitals and 
in institutions for the mentally ill. Although the number of trained 
practical nurses has increased steadily in the last few years it has not 
not nearly kept pace with the demand. 

The practical nurse typically is trained in a l-year program con- 
sisting of 3 months of A sm and laboratory instruction and 9 
months of supervised experience with patents in a hospital. About 
two-thirds of the training programs are operated by public vocational 
education agencies in cooperation with nearby private or public 
hospitals. 

he graduates of these programs are in great demand. Usually 
there are 3 or 4 offers of employment for every graduate practical 
nurse. The needs of general hospitals are so great that most of the 
practical nurses have taken positions offered to them by the hospital 
i which they were placed as students for practical experience. The 
supply has not been sufficient to make trained practical nurses avail- 
able for the many other institutions in the community which need 
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vocational education for trades and industries. Existing programs 
need expansion, and new programs whould be established in com- 
munities which now have no practical nurse training programs. The 
factor of distribution or location of training opportunities has a 
special significance in practical nurse training. { ost of the appli- 
cants for such training are women in their thirties, with family and 
other community ties. They will therefore enroll for training only 
when it can be obtained nearby. 


Provisions of legislation 


The provisions of title ITI are designed to stimulate an immediate 
expansion of preston niinee training in all States, utilizing the exist- 
ing vocational education organizations in the various States and locali- 
ties. They would authorize, for a 5-year period, grants to the States 
earmarked for the purpose of paying part of the costs of practical- 
nurse training conducted in accordance with State plans approved by 
the Commissioner of Education. 

For purposes of this program the term “practical nurse training” 
is defined to include training of a similar nature to prepare persons for 
other health occupations in hospitals or other health agencies. In 
other words, to the extent that there may be other health occupations 
which lend themselves to this kind of less-than-college-grade voca- 
tional training—embracing a combination of classroom or laboratory 
instruction with supervised experience—such training could be in- 
cluded in the State plan provided for in this title. As in the case of 
all vocational education programs, Federal funds would also be 
available for instructor-training services and ‘“‘vocational guidance’’ 
services—i. e., recruitment and selection of trainees and assistance in 
the placement of trainees who have completed such courses. 

The State allotment provisions of title I[1 would establish a statu- 
tory allotment formula geared to the existing allotment provisions of 
the Vocational Education Act of 1946. Under this act, each of four 
existing categories of vocational training grants is allotted on a popula- 
tion formula, but a different population base is employed in each 
case—i. e., general population, urban population, rural population, 
and farm population. To assure that the authorization of a new cate- 
gory for practical nurse training will not significantly alter the existin 
pattern of grant fund distzibutien among the several States, the bill 
provides that each State’s share of Federal appropriations for prac- 
tical-nurse training shall be the equivalent, percentagewise, of its com- 
bined share of grant funds under existing provisions of the act. For 
example, if a given State’s combined allotments for other vocational 
education programs comprise 2 percent of the total Federal appropria- 
tions for these programs, its allotment for practical nurse training will 
be 2 percent of the total Federal grant appropriation for this purpose. 
The minimum State allotment would be $10,000, except for the Virgin 
Islands, which would receive a minimum of $5,000. nused portions 
of any State’s allotment could be reallotted to other States in propor- 
tion to the original allotments to such States. 

For the first 2 years of the program the matching provisions of 
title III would require at least 1 State dollar for every 3 Federal- 


grant dollars. For the remaining 3 years, dollar-for-dollar matching 
would be required—as in the existing vocational education grant 
programs. ‘These matching provisions are designed to stimulate an 
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immediate expansion of practical nurse training programs, and yet 
to assure active State participation in the support of such training. 

The provisions relating to program administration, by the States as 
well as by the Office ot baredion, generally parallel those of existing 
provisions of the Vocational Education Act of 1946. The only notable 
addition is that provision is made for appointment by the Commis- 
sioner of Education of an advisory committee or committees to advise 
him on matters of general policy in connection with the administration 
of this title. This provision will permit him to draw upon the knowl- 
edge and experience of persons expert in the fields of nursing, hospital 
administration, and medicine—as well as vocational training—in the 
development and review of this program. 

This title, it should be noted, relates only to the support of practical 
nurse training programs. It does not affect in any way the licensing 
standards or requirements established by the nurse-licensure authori- 
ties in the several States. 

Cost of program 


Title III contains a specific appropriation ceiling. Appropriations 
could not exceed $5 million annually, and the program is authorized 
for 5 years. 


TITLE IV--EXTENSION OF HOSPITAL SURVEY AND CONSTRUCTION ACT, 
AS AMENDED 


The amendments to title VI of the Public Health Service Act which 
would be effected by title LV of this bill would extend for 2 additional 
years the hospital and medical facilities survey and construction 
program, which would otherwise expire on June 30, 1957. 

The committee is convinced that this highly successful program— 
which has done so much to stimulate the construction of hospitals, 
public health centers, and related medical facilities—should be 
continued, for the unmet needs for such facilities is still great in all 
parts of the Nation. 

The State agencies administering the hospital and medical facilities 
survey and construction program were requested to submit informa- 
tion concerning the amount of construction funds which could be 
utilized by communities under the program. The information fur- 
nished shows a total demand of $1,879,627,000 for 2,050 projects 
during the fiscal years 1957, 1958, and 1959. The Federal share of 
the total cost of these projects would amount to in excess of $757 
million (calculated in accordance with the provisions of the Hospital 
Survey and Construction Act). Appropriations for the fiscal year 
1956-57 amount to $125 million, thus leaving for the future an unmet 
demand for Federal funds amounting to approximately $632 million. 

The limitation of the proposed program extension to a 2-year 
period is not intended to imply that these needs can be met by 1959. 
Rather, the committee believes that a short-term extension of the 
existing legislative authority is desirable at this time in order to 
assure the continuity of program planning and operations at the State 
level while providing a better basis for review and appraisal of the 
entire program during the 85th Congress. 

The amendments enacted in 1954 (Publie Law 482, 83d Cong.) 
undertook to place emphsis on facilities for long-time and ambulatory 
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care of patients. The effects of these amendments have only in recent 
months been manifested in terms of actual project approval and con- 
struction. The committee believes it wise, therefore, to extend the 
existing program without — for an additional 2 years not only 
because the needs which brought it into being are as yet unmet but 
also to provide the time necessary to properly evaluate these new 
developments. 


Cost of program 

The Hospital Survey and Construction Act authorizes an annual 
appropriation of $150 million for the construction of public and other 
nonprivate hospitals. The 1953 amendments to the act authorize 
an additional total annual appropriation of $60 million for the con- 
struction of diagnostic or treatment centers ($20 million); chronic- 
disease hospitals §$20 million); rehabilitation facilities ($10 million); 
and nursing homes ($10 million). 


TITLE V—MENTAL HEALTH 
Need for legislation 

The principal purpose of title V of the bill is to extend the present 
authority of the Public Health Service so as to provide an additional 
means of stimulating improvements in the important field of mental 
health. In addition to his present authority to award research and 
training grants, the Surgeon General would be authorized, upon the 
recommendation of the National Advisory Mental Health Council, 
to make “special project grants’ for the support of investigations, 
experiments, and demonstrations in the field of mental health, with 
particular emphasis on projects designed to improve the operation 
and administration of State institutions for the care or treatment of 
the mentally ill. These special project grants would enable State 
institutions to conduct experimental programs and to adapt to their 
own particular needs and circumstances the new advances in the 
care and treatment of the mentally ill which are being developed 
through more basic research studies. 

The problems we hope might be resolved by these experimental 
programs are common to all the States. Yet, because of the heavy 
burden of sustaining the constantly growing costs of mental bhbepitals 
year in and year out, individual States have been hesitant to ap- 
propriate funds for the types of pilot studies and experimental projects 
which could be included under this amendment. e committee feels 
it to be a proper responsibility of the Federal Government to extend 
financial aid to such State institutions as are willing to take on the 
burden of conducting experiments the results of which will be of value 
to all States. 

This amendment appears to be most timely and appropriate, since 
experimentation and research in the methods of operation and ad- 
ministration of State mental hospitals is quite as urgently needed as 
research into methods of diagnosis and treatment of mental illness. 

Illustrative of the types of projects which might be supported by 
such grants are the following: (1) Investigations of possible sub- 
stitutes for hospital care—such as outpatient facilities and foster 
homes—for certain classes of patients; (2) studies and experiments 
with so-called day-care hospitals in which patients come during the 
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day from their homes and are given therapy but return to their homes 
at night; (3) experimentation with intensive treatment of newly 
admitted patients to mental hospitals as a means of decreasing the 
length of treatment required; and (4) studies of the feasibility of new 
types of institutional care for the senile aged. 

Provisions of legislation 

Under existing legislation Federal grant funds appropriated in the 
field of mental health have been used in the past for research project 
grants, research fellowship grants, teaching grants, training grants, 
and grants to States for prevention and control of mental illness. 

The proposed amendment would provide a new emphasis in Federal 
policy since the special project grants relate directly to mental hos- 
pitals, the operation of which is traditionally a responsibility of the 
State governments. The proposal appears to be most useful and 
appropriate, since experimentation and research in the methods of 
operation and administration of State mental health hospitals is quite 
as urgently needed and can provide just as fruitful results as research 
in any other field. The findings of such experimentation are expected 
to be of nationwide value, and would be distributed widely among 
mental hospitals and institutions. 

In addition, title V includes three technical amendments to the 
mental health provisions of the Public Health Service Act: 

First, the present language of section 303 (a) of the act relating to 
the admission of study patients, including patients from St. Elizabeths 
Hospital, to the National Institute of Mental Health would be elim- 
inated, since genera] authority for such admissions is contained else- 
where in the act, and the present language of this subsection is no 
longer necessary. 

Second, the present language of section 303 (b) of the act, relative 
to mental health training and traineeships, would be replaced by a 
penne to the broader authority now contained in section 433 (a) of 
the act. 

Third, the heading of section 304 of the act would be revised in the 
interests of clarity. The present heading, “Grants for Special Proj- 
ects in Mental Health,” implies a broader authority than is granted 
by the substantive provisions of the section, which is limited to grants 
over & 3-year period for a survey and appraisal of our mental health 
needs, methods, and resources. 


Cost of program 


In the President’s budget document for fiscal 1957, provision is 
made for the later submission of a budget request of $1,500,000 for 
special mental health project needs. This request is contingent upon 
enactment of title V of the instant legislation.’ 

The reports received from the Departments of Health, Education, 
and Welfare, and Labor, and the Executive Offices of the President 
on H. R. 11549 (which corresponds to titles I through III of S. 3958) 
and on H. R. 8912 (which corresponds to title IV of S. 3958) are as 
follows: 

2 This amount of $1,500,000 for gpl sce grants is included in the consolidated amount of $24,800,000 
covering proposed requests for health, education, and welfare programs. The official identification of this 


consolidated estimate, as approved by the Bureau of the Budget, includes $1,500,000 for “‘extension of mental- 
health grants, including special projects.”’ 
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DeparTMENT oF Heattu, Epvucation, anpD WELFARE, 
June 13, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. CuarrMan: This is in response to your request of June 
4, 1956 for a report on H. R. 11549, a bill to improve the health of the 
people by assisting in increasing the number of adequately trained 
professional and practical nurses and professional public health 
personnel, and for other purposes. 

The bill consists of three titles, each of which is directed toward 
the stimulation of training programs for health personnel. ‘Title I 
would authorize a 5-year program of traineeships for graduate or 
specialized training in public health for physicians, engineers, nurses, 
and other professional health personnel. ‘Title II would authorize a 
similar traineeship program for the advanced training of professional 
nurses to teach in the various fields of nurse training or to serve in 
an administrative or supervisory capacity. These two traineeship 
authorizations are proposed as amendments to the Public Health 
Service Act. Title LIT of the bill would amend the Vocational Educa- 
tion Act of 1946 so as to authorize a 5-year program of categorical 
grants to the States for the extension and improvement of practical 
nurse training. 

Each of these titles is similar to proposals contained in legislation 
recommended by the President in his health message of January 31, 
1955. These proposals are included in H. R. 3458 and H. R. 3720, 
identical bills under consideration by your committee. Title LIT of 
these bills contains our original proposal for practical nurse training, 
while title IV embraces the two traineeship authorizations. Since 
representatives of this Department are scheduled to present our views 
on H. R. 11549 in hearings scheduled for June 13 by your Subcom- 
mittee on Health and Science, we shall not undertake in this report to 
comment in detail on the provisions of the bill or the points on which 
it differs from the related titles of H. R. 3458 and H. R. 3720. In 
general, however, we regard the provisions of H. R. 11549 as accept- 
able alternatives to the proposals on practical nurse training and 
traineeships originally submitted by this Department, and we recom- 
ment the enactment of this proposed legislation by the Congress. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Herotp C. Hunt, 
Acting Secretary. 





Executive OFFICE OF THE PRESIDENT, 
Bureau OF THE BupGet, 
Washington, D. C., June 12, 1956. 


Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 26, D. C. 
My Dear Mr. CuatrMan: This is in reply to your letter of June 4, 
1956, requesting the views of the Bureau of the Budget on H. R. 
11549, a bill to improve the health of the people by assisting in 








HEALTH AMENDMENTS ACT OF 1956 13 


increasing the number of adequately trained professional and practical 
nurses and professional public health personnel, and for other purposes. 

H. R. 11549 would amend the Public Health Service Act to provide 
5-year programs for graduate training of professional public health 
personnel, advanced training of professional nurses, and to amend 
the Vocational Education Act to provide a 5-year program for training 
of practical nurses. 

his legislative proposal is, in general, similar to measures recom- 
mended by the President in his Health Message of January 31, 1955, 
and embodied in H. R. 3458 and H. R. 3720 currently under considera- 
tion by your Committee. These latter proposals, however, are 
broader in scope than H. R, 11549 in that they include such additional 
provisions necessary for a rounded health program as those relating 
to the modification and improvement of public health grants, mortgage 
insurance for the construction of health facilities and grants to States 
for mental health services. 

While the Bureau of the Budget prefers enactment of the more 
comprehensive bills, H. R. 3458 or H. R. 3720, we would have no 
objection to enactment of H. R. 11549. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 





Unirep Sratres DepaRTMENT oF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, June 18, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear ConaressMAN Prigst: This is with further reference to your 
request for my comments on H. R. 11549, a bill to improve the health 
of the people by assisting in increasing the numberof adequatel 
trained professional and practical nurses and professional public healt 
personnel, and for other purposes. 

The need for additional personnel in the field covered by this bill is 
too well known to need amplification. It is to be noted that the bill 
adopts substantially titles III and IV of the earlier identical bills H. R. 
3458 and 3720, which were part of the President’s health program. 

I favor the objectives of the bill. I would prefer, however, to leave 
more detailed comment on its provisions to those Federal agencies 
which would be most directly concerned with its administration. | 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 


UNIVERSITY OF MICHIGAN LIBRARIES 


James P. MitcHeE tt, 
Secretary of Labor. 
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DepartTMEeNT OF Heautu, Epucation, AND WELFARE. 
Washington, February 29, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. Cuarrman: This letter is in response to your requests 
for reports on H. R. 8912 and H. R. 9017, bills to extend for 2 years 
the duration of the hospital and medical facilities survey and con- 
struction provisions (title VI) of the Public Health Service Act. 

The President, in his message to the Congress on the health of 
the people of the Nation (H. Doc. No. 320, January 26, 1956), 
recommended, among other things, a 2-year extension of the provisions 
in the Public Health Service Act, authorizing the hospital and medical 
facilities survey and construction program. On January 27, 1956, a 
draft bill, with an explanation of the need for legislation to carry out 
this recommendation, was sent to the Honorable Sam Rayburn, Speaker 
of the House of Representatives. A copy of this letter is enclosed. 

The present bills, H. R. 8912 and H. R. 9017, would provide for the 
2-year extension recommended by the President and suggested in the 
letter of January 27, 1956. For the reasons outlined in the letter to 
the Speaker we recommend that they receive favorable consideration 
and be enacted by the Congress. 

The Bureau of the Budget advises that enactment of this proposal 
would be in accord with the program of the President. 

Sincerely yours, 
M. B. Fousom, Secretary. 





DepaRTMENT OF Heattu, Epvucation, AND WELFARE, 
January 27, 1956. 
Hon. Sam Raysurn, 

Speaker of the House of Representatires. 


Drar Mr. Speaker: I am enclosing for your consideration a draft 
of a bill providing a 2-year extension of the hospital and medical 
facilities survey and construction program, authorized under title VI 
of the Public Health Service Act. 

The bill would amend section 621 of the Public Health Service Act 
by substituting “nine” for “seven’’ and section 651 of that act by 
substituting “four” for “two’’, thus extending through the fiscal 
year ending June 30, 1959, the authority for appropriations for the 
hospital and medical facilities survey and construction program. 

The original Hospital Survey and Construction Act (Public Law 
725, 79th Cong.) authorized a 5-year survey and construction pro- 
gram. In 1949 the Congress, in expanding and revising the original 
program, anticipated the original program’s expiration date by 2 
years and extended the program through June 30, 1955 (Public Law 
380, 8ist Cong.). In 1953, the Congress similarly anticipated the 
expiration date by 2 years by enacting legislation (Public Law 151, 
83d Cong.), which extended the program authorization through 
June 30, 1957. 

To carry out the purposes of this Federal-State program to date, 
over $700 million in Federal funds have been paid out or allocated to 
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2,650 approved projects in 53 States and Territories. ‘This, in turn, 
has been matched by some $1,450 million in State and local funds. 
These federally aided projects will add 123,060 hospital beds and 580 
public-health centers to our national health resources. 

As a cooperative endeavor the program has been singularly success- 
ful. It has required a continuing survey of health services and re- 
sources by the States, with annual revisions of their programs for the 
provision of adequate hospital, clinic, and similar services to all their 
people. It has assisted in the provision of hospitals for many com- 
munities that never had hospitals. It has emphasized the needs 
in rural areas without neglecting the needs of teaching hospitals. 
Physicians have been attracted to and retained in rural areas. any 
nurses who had withdrawn from the practice of their profession have 
returned to serve in their new community hospitals. Improved 
architectural practices in the programing and design of functionally 
sound facilities have assured the construction of new health facilities 
which are more economical to maintain and operate and in which 
better patient care can be provided. 

Substantial progress has been made in the past 8 years, particularly 
in expanding general hospital facilities. Progress in meeting the need 
for facilities for the chronically ill, the mentally ill, and the aged, has 
been slow. However, the amendments to the program which were 
enacted by the Congress in 1954 (Public Law 482, 83d Cong.) broad- 
ened the scope of the program and focused attention on four types of 
facilities for long-term and ambulatory care. The effects of these 
amendments are only now beginning to be felt as this portion of the 
program develops from the survey and planning phase into the project 
approval and construction phase. 

We have a dual objective in proposing a further 2-year program 
extension at this time. First, we believe that there is a clear need for 
a further extension of this program and that the enactment of legisla- 
tion this year is essential to assure the continuity of State survey and 
planning activities and the retention of the specialized staffs now 
employed by the State agencies administering the program. Second 
we believe it would be wise to defer for another year or 2 the legislative 
program appraisal and consideration of possible revisions and modifica- 
tions which should ordinarily accompany the extension of any sub- 
stantial appropriation authorization. As indicated above, the 
program effects of the major amendments enacted in 1954 are just 
beginning to manifest themselves in terms of project construction. 
We do not believe, therefore, that it is practicable or desirable at this 
time either to appraise the effects of these most recent amendments or 
to evaluate their implications for other program amendments or 
adjustments which may be deserving of consideration. 

e shall appreciate cap referring the enclosed draft bill to the 
appropriate committee for consideration. 
he Bureau of the Budget advises that enactment of this peogonnd 
legislation would be in accord with the program of the President. 
Sincerely yours, 
M. B. Fousom, Secretary. 
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Executive Orrick oF THE PRESIDENT, 
Bureau or THE BupGet, 
Washington, D. C., March 19, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Drar Mr. Cuatrman: This will acknowledge your letters of 
February 1 and 7, 1956, inviting the Bureau of the Budget to comment 
on H. R. 8912 and H. R. 9017, identical bills to extend for 2 years the 
duration of the hospital and medical facilities survey and construction 
provisions (title Vb) of the Public Health Service Act. 

The effect of these bills would be to extend through the fiscal year 
ending June 30, 1959, the authority for appropriations for the hospital 
and medical facilities survey and construction program, which other- 
wise would expire on June 30, 1957. The purpose of extending the 
program at this time is to assure the continuity of State survey and 
pene activities while the Public Health Service conducts a compre- 

ensive review and analysis of the program. 

I am authorized to advise you that the enactment of H. R. 8912 or 
H. R. 9017 would be in accord with the program of the President. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 





CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
exon by the Senate, are shown as follows (existing law proposed to 

e omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


PUBLIC HEALTH SERVICE ACT, AS AMENDED 


* * * * * + * 


TITLE III—GENERAL POWERS AND DUTIES OF PUBLIC 
HEALTH SERVICE 


Part A—RESEARCH AND INVESTIGATIONS 
- = * * * * > 
MENTAL HEALTH 


Sec. 303. (a) In Pipe out the purposes of section 301 with 
respect to mental health, the Surgeon General is authorized— 


(a) For purposes of study, to admit and treat at the National 
Institute of Mental Health, voluntary patients, whether or not other- 
wise eligible for such treatment by the Service, and patients of St. 
Elizabeths Hospital transferred from the hospital pursuant to arrange- 
ments made between the Surgeon General and the Superintendent 
of the hospital with the approval of the Administrator: Provided, 
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That consent of a legal guardian shall be obtained before the transfer 
of any patient from St. Elizabeths Hospital for such treatment. 

[(b) (1) To provide training and instruction, in matters relating 
to psychiatric disorders, to persons found by him to have proper quali- 
fications, and to fix and pay to any of such persons as he may designate 
a per diem allowance during such training and instruction of not to 
exceed $10, the number of such persons receiving such training and 
instruction to be fixed by the National Advisory Mental Health 
Council; and (2) to provide such training and instruction, and dem- 
onstrations, through grants, upon recommendation of the National 
Advisory Mental Health Council, to public and other nonprofit insti- 
tutions, but only to the extent necessary for the purposes of such 
training and instruction.] 

(1) to provide training and instruction and to establish and main- 
“on aren in accordance with the provisions of section 

a); 

(2) to make grants to State or local agencies, laboratories, and 
other public or nonprofit agencies and institutions, and to individuals 
for investigations, experiments, demonstrations, studies, and research 
projects with respect to the development of improved methods of 
diagnosing mental illness, and of care, treatment, and rehabilitation 
of the mentally ill, including grants to State agencies responsible for 
administration of State institutions for care, or care and treatment, 
of mentally ill persons for developing and establishing improved 
methods of operation and administration of such institutions. 

(b) Grants under paragraph (2) of subsection (a) may be made only 
upon recommendation of the National Advisory Mental Health Council. 
Such grants may be paid in advance or by way of reimbursement, as may 
be determined by the Surgeon General; and shall be made on such condi- 
tions as the Surgeon General finds necessary. 


[GRANTS FOR SPECIAL PROJECTS IN MENTAL HEALTH] 
MENTAL HEALTH STUDY GRANTS 


Sec. 304. (a) (1) The Surgeon General is authorized, upon the 
recommendation of the National Advisory Mental Health Council, to 
make grants for the carrying out of a program of research into and 
study of our resources, methods, and practices for diagnosing, treat- 
ing, caring for, and rehabilitating the mentally ill, such program to 
be on a scale commensurate with the problem. 

(2) Such grants may be made to one or more organizations, but 
only on spnaliciaes that the organization will undertake and conduct, 
or if more than one organization is to receive such grants, only on 
condition that such organizations have agreed among themselves to 
undertake and conduct, a coordinated program of research into and 
study of all aspects of the resources, methods, and practices referred 
to in paragraph (1). 

(3) As used in paragraph (2), the term “organization” means a 
nongovernmental agency, organization, or commission, composed of 
representatives of leading national medical and other professional 
ria organizations, or agencies active in the field of mental 

th. 

(b) For such purpose there is hereby authorized to be appropri- 
ated for the fiscal year ending June 30, 1956, the sum of $250,000 to 
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be used for a grant or grants to help initiate the research and study 
provided for in this section; and the sum of $500,000 for each of the 
two succeeding fiscal years for the making of such grants as may be 
needed to carry the research and study to completion. ‘The terms of 
any such grant shall provide that the research and study shall be com- 
pleted not later than three vears from the date it is inaugurated; that 
the grantee shall file annual reports with the Congress, the Surgeon 
General, and the Governors of the several States, among others that 
a grantee may select; and that the final report shall be similarly 
ed. 

(ec) Nothing in this section shall in any way affect the availability 
of amounts otherwise appropriated for work in the field of mental 
health; nor be construed to interfere with or diminish the more limited 
and specific programs of research and study being carried on through 
or under the auspices of the National Institute of Mental Health. 

(d) Any grantee agency, organization, or commission is authorized 
to accept additional financial support from private or other public 
sources to assist in carrying on the project authorized by this section. 


TRAINEESHIPS FOR PROFESSIONAL PUBLIC HEALTH PERSONNEL 


Sec. 305. (a) There are hereby authorized to be appropriated for the 


fiscal year ending June 30, 1957, and for each of the next four fiscal 


years, such sums as the Congress may determine, to cover the cost of 
traineeships for graduate or specialized training in health for physicians, 
engineers, nurses, and other professional public health personnel. 

(6) Traineeships under this section may be awarded by the Surgeon 
General either (1) directly to individuals whose applications for admission 
have been accepted by the public or other nonprofit institutions providing 
the training, or (2) through grants to such institutions. 

(c) Payments under this section may be made in advance or by way 
of reimbursement, and at such intervals and on such conditions, as the 
Surgeon General finds necessary. Such payments to institutions may 
be used only for traineeships, and payments under this section with respect 
to any trainseeship shall be limited to such amounts as the Surgeon General 


Finds necessary to cover the cost of tuition and fees, and a stipend and 


allowances (including travel and subsistence expenses) for the trainee. 

(d) The Surgeon General shall appoint an expert advisory committee, 
composed of persons representative of the principal health specialties in 
the fields of public health administration and training, to advise him 
in connection with the administration of this section, including the 
development of program standards and policies. Members of such com- 
mittee who are not otherwise in the employ of the United States, while 
attending meetings of the committee or otherwise serving at the request 
of the Surgeon General, shall be entitled to receive compensation at a 
rate to be fired by the Secretary of Health, Education, and Welfare, but 
not exceeding $50 per diem, including travel time, and while away from 
their homes or regular places of business they may be allowed travel ex- 
penses, including per diem in lieu of subsistence, as authorized by law 
(6 U. S. C. 78b-2) for persons in the Government service employed 
intermittently. 

(e) The Surgeon General shall, between June 30, 1958, and December 1, 
1958, call a conference broadly representative of the professional and 
training groups interested in and informed about training of professional 
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public health personnel, and including members of the advisory committee 
appointed pursuant to subsection (d), to assist him in appraising the 
effectiveness of the traineeships under this section in meeting the needs 
for trained public health personnel; in considering modifications in this 
section, if any, which may be desirable to increase its effectiveness; and in 
considering the most effective distribution of responsibilities between 
Federal and State governments with respect to the administration and 
support of public health training. The Surgeon General shall submit 
to the Congress, on or before January 1, 1959, a report of such conference, 
including any recommendations by ut relating to the limitation, extension, 
or modification of this section. 

(f) Except as otherwise provided in this section, nothing contained in 
this section shall be construed as authorizing any department, agency, 
officer, or employee of the United States to exercise any direction, super- 
mision, or control over the personnel or curriculum of any training 
institution. 


TRAINEESHIPS FOR ADVANCED TRAINING OF PROFESSIONAL NURSES 


Sec. 306. (a) There are hereby authorized to be appropriated for the 
fiscal year ending June 30, 1957, and for each of the next four fiscal 
years, such sums as the Congress may determine, to cover the cost of 
traineeships for the training of professional nurses to teach in the various 
fields of nurse training (including practical nurse training) or to serve 
in an administrative or supervisory capacity. 

(6) Traineeships under this section shall be awarded by the Surgeon 
General through grants to public or other nonprofit institulions providing 
the training. 

(ec) Payments to institutions under this section may be made in 
advance or by way of reimbursement, and at such intervals and on such 
conditions as the Surgeon General finds necessary. Such payments 
may be used only for traineeships and shall be limited to such amounts 
as the Surgeon General finds necessary to cover the costs of tuition and 
fees, and a stipend and allowances (including travel and subsistence 
expenses) for the trainees. a 

(d) The Surgeon General shall appoirt an expert advisory committee, 
composed of persons from the fields of nursing and nurse training, 
hospital administration, and medicine, to advise him in connection with 
the administration of this section, including the development of program 
standards and policies. Members of such committee who are not other- 
wise in the employ of the United States, while attending meetings of the 
committee or otherwise serving at the request of the Surgeon General, shall 
be entitled to receive compensation at a rate to be fired by the Secretary ) of 
Health, Education, and Welfare, but not exceeding $50 per diem, inch - 
ing travel time, and while away from their homes or regular places of 
business they may be allowed travel expenses, including per diem in lieu 
of subsistence, as authorized by law (5 U.S. C. 736-2) for persons in the 

overnment service employed intermittently. 

(e) The Surgeon General shall, between June 30, 1958, and December 1 
1958, call a conference broadly representative of the professional and 
training groups interested in and informed about the advanced training of 
professional nurses, and including members of the advisory committee 
appointed pursuant to subsection (d), to assist him in appraising the 
effectiveness of the traineeships under this section in meeting the needs for 
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professional nurses in teaching, administrative, and supervisory positions 
and in considering modifications in this section, if any, which may be 
desirable to increase its effectiveness, including possible means of stimu- 
lating State participation in the administration and financing of advanced 
training of professional nurses through Federal matching grants to States 
for the support of traineeships or related training activities, or otherwise. 
The Surgeon General shall submit to the Congress, on or before January 1, 
1959, a report of such conference, including any recommendations by it 
relating to the limitation, extension, or modification of this section. 

(f) Except as otherwise provided in this section, nothing contained in 
this section shal’ be construed as authorizing any department, agency, 
officer, or employee of the United States to exercise any direction, super- 
vision, or control over the personnel or curriculum of any training 
institution. 

* * * + + + . 


TITLE VI—CONSTRUCTION OF HOSPITALS 


* x * * * — * 
Part C—ConstructTion or Hospitats AND Rewatep Facilities 


AUTHORIZATION OF APPROPRIATIONS 


Sec. 621. In order to assist the States in carrying out the purposes 
of section 601 (b) there is hereby authorized to be appropriated for 
the fiscal year ending June 30, 1950, and for each of the [seven] nine 
succeeding fiscal years, the sum of $150,000,000 for the construction 
of public and other nonprofit hospitals; and there are further author- 
ized to be appropriated for such construction the sums provided in 
section 624. The sums appropriated pursuant to this section shall 
be used for making payments to States which have submitted, and 
had approved by the Surgeon General, State plans for carrying out 
the purposes of section 601 (b); and for making payments to political 
subdivisions of, and public or other nonprofit agencies, in such States. 

. * . + * * na 


Part G—Construction oF DIAGNosTIC OR TREATMENT CENTERS, 
Curonic Disease Hospitats, REHABILITATION FACILITIES, AND 
Nursinc Homes 


AUTHORIZATION OF APPROPRIATION 


Sec. 651. In order to assist the States in carrying out the purposes 
of section 641 (b), there is hereby authorized to be appropriated for 
the fiscal year ending June 30, 1955, and for each of the [two] four 
succeeding fiscal years— 

(1) $20,000,000 for grants for the construction of public and 
other nonprofit diagnostic or treatment centers; 

(2) $20,000,000 for grants for the construction of public and 
other nonprofit hospitals for the chronically ill and impaired; 

(3) $10,000,000 for grants for the construction of public and 
other nonprofit rehabilitation facilities; and 

(4) $10,000,000 for grants for the construction of public and 
other nonprofit nursing homes. 
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VOCATIONAL EDUCATION ACT OF 1946 


TITLE I—VOCATIONAL EDUCATION IN AGRICULTURE, 


HOME ECONOMICS, TRADES AND INDUSTRY, AND 
DISTRIBUTIVE OCCUPATIONS 


SHORT TITLE 


Section 1. This [Act] title may be cited as the “Vocational Edu- 


cation Act of 1946.” 


DEFINITIONS 


Sec. 2. As used in this [Act] title— 

(1) the term “States and Territories” means the several States, 
the Territories of Alaska and Hawaii, the island of Puerto Rico, 
and the District of Columbia; 

(2) the terms “State plan” and “State board” shall have the 
meaning which said terms have in the Smith-Hughes Vocational 
Education Act; and 

(3) the term “Smith-Hughes Vocational Education Act” means 
the Act approved February 23, 1917 (39 Stat. 929, ch. 114). 


AUTHORIZATION FOR APPROPRIATIONS FOR VOCATIONAL EDUCATION 


Sec. 3. (a) For the purpose of assisting the several States and 


Territories in the further development of vocational education, there 


is authorized to be appropriated for the fiscal year beginning July 1, 
1946, and annually thereafter— 


(1) $10,000,000 for vocational education in agriculture, in- 
cluding supervision by the vocational agriculture teachers of the 
activities, related to vocational education in agriculture, of the 
Future Farmers of America and the New Farmers of America, 
to be apportioned for expenditure in the several States and Terri- 
tories in the proportion that their farm population bears to the 
total farm population of the States and Territories, according to 
the last preceding United States census; 

(2) $8,000,000 for vocational education in home economics, 
to be apportioned for expenditure in the several States and 
Territories in the proportion that their rural population bears to 
the total rural population of the States and Territories, according 
to the last preceding United States census; 

(3) $8,000,000 for vocational education in trades and industry, 
to be apportioned for expenditure in the several States and Terri- 
tories in the proportion that their nonfarm population bears to 
the total nonfarm population of the States and Territories, ac- 
cording to the last preceding United States census; 

(4) $2,500,000 for vocational education in distributive occupa- 
tions, to be apportioned for expenditure in the several States 
and Territories in the proportion that their total population 
bears to the total population of the States and Territories, ac- 
cording to the last preceding United States census; 

(b) The funds appropriated under authority of paragraphs (1) to 


(4), inclusive, of subsection (a) of this section may be sais for assistin 
the several States and Territories, for the purposes therein specified, 
in the maintenance of adequate. programs of administration, super- 
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vision, and teacher-training; for salaries and necessary travel expenses 
of teachers, teacher-trainers, vocational counselors, supervisors and 
directors of vocational education and vocational guidance; for securing 
necessary educational information and data as a basis for the proper 
development of programs of vocational education and vocational 
guidance; for training and work-experience training programs for 
out-of-school youths; for training pro s for apprentices; for pur- 
chase or rent of equipment and supp ies for vocational instruction: 
Provided, That all expenditures for the purposes as set forth in this 
section shall be made in accordance with the State plan for vocational 
education. 

(c) Notwithstanding the provisions of subsection (a), the amount 
to be available for expenditure in any State or Territory shall be not 
less, for any fiscal year, than $40,000 each for vocational education in 
agriculture, in home economics, and in trades and industry; $15,000 
for vocational education in distributive occupations and there is 
hereby authorized to be appropriated for the fiscal i gnc beginning 
July 1, 1946, and annually thereafter, such additional sums as may 
be needed for the purpose of providing such minimum amounts, 


REQUIREMENTS AS TO MATCHING OF FUNDS 


Sec. 4. The several States and Territories, in order to receive the 
benefits of this [Act] title, shall be required to match by State and 
local funds or both 100 per centum of the appropriations made under 
authority of section 3. 


MAKING OF PAYMENTS 


Sec. 5. The Secretary of the Treasury, through the Fiscal Service 
of the Treasury Department, shall, upon the certification of the 
United States Commissioner of Education, pay, in equal semiannual 
payments, on the first day of July and January of each year, to the 
custodian for vocational education of each State and Territory desig- 
nated in the Smith-Hughes Vocational Education Act, the moneys 


to which the State or Territory is eatitled under the provisions of this 
[Act] title. 


AVAILABILITY OF FUNDS FOR SALARY AND EXPENSES OF STATE 
DIRECTORS 


Sec. 6. Funds appropriated under authority of section 3 shall be 
available, on a prorated basis determined by the State board, for the 
salary and necessary travel expenses of a State director of vocational 
education selected by the State board, in accordance with the require- 
ments of the State plan, on the basis of his technical and professional 
qualifications inaluding experience in vocational education, 


APPLICABILITY OF SMITH-HUGHES VOCATIONAL EDUCATION ACT 


Src. 7. The appropriations made under authority of this [Act] title 
shall be in addition to, and shall be subject to the same conditions 
and limitations as, the appropriations made to cay out the Smith- 
ae Vocational Education Act; except that (1) the appropriations 
m. 


e under authority of this [Act] title for home economics shall 
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be subject to the conditions and limitations applicable to the ap- 
propriation for agricultural purposes under the Smith-Hughes Voca- 
tional Education Act, with the exception of that part of section 10 
thereof which requires directed or supervised practice for at least 
six months per year; (2) such moneys as are provided under authority 
of this [Act] title for trade and industrial subjects, and public and 
other service occupations, may be expended for part-time, classes 
operated for less than one hundred and forty-four hours per year; (3) 
the provisions of section 11 of the Smith-Hughes Vocational Education 
Act, requiring at least one-third of the sum appropriated to any State 
to be expended for part-time schools or classes shall be held to include 
any part-time day-school classes for workers sixteen years of age 
and over, and evening-school classes for workers sixteen years of age 
and over; (4) the appropriations made by this [Act] title for distribu- 
tive occupational subjects shall be limited to part-time and evening 
schools as provided in the Smith-Hughes Vocational Education Act, 
for trade, home economics, and industrial subjects and is qualified 
by the provisions of this section; (5) preemployment schools and 
classes organized for persons over eighteen years of age or who have 
left the full-time school may be operated for less than nine months 
per year and less than thirty hours per week and without the require- 
ment that a minimum of 50 per centum of the time must be given to 
shop work on a useful or productive basis; and (6) the appropriations 
available under section 9 of this [Act] title shall be available for 
expeaies of attendance at meetings of educational associations and 
other organizations and for expenses of conferees called to meet in the 
District of Columbia or elsewhere, which, in the opinon of the Com- 
missioner, are necessary for the efficient discharge of the provisions 


of this [Act] title. 
RESTRICTIONS AND CONDITIONS 


Sec. 8. (a) No part of the appropriations made under authority of 
this [Act] title shall be expended in industrial-plant training pro- 
grams, except such industrial-plant training be bona fide vocational 
training, and not a device to utilize the services of vocational trainees 
for private profit. 

(b) After June 30, 1951; not more than 10 per centum of the amount 
appropriated for each of the purposes specified in section 3 (a) shall 
be used for the purchase or acquisition of equipment. 


APPROPRIATIONS FOR OFFICE OF EDUCATION 


Sec. 9. For the purpose of sv iviey tte the provisions of se) hy 
title there is hereby authorized to be appropriated to the Office o 


Education, Department of Health, Education, and Welfare, for voca- 
tional education, for the fiscal year beginning July 1, 1937, and annu- 
ally thereafter the sum of $350,000, to be expended for the same 
purposes and in the same manner &s provided in section 7 of the Smith- 
Hughes Vocational Education Act, as amended October 6, 1917. 
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TITLE II—VOCATIONAL EDUCATION IN PRACTICAL 
NURSE TRAINING 


AUTHORIZATION OF APPROPRIATIONS 


Szc. 201. There is hereby authorized to be appropriated for the fiscal 
year ending June 30, 1957, and for each of the next four fiscal years, 
a sum not to exceed $5,000,000, for grants to States with State plans to 
a and improve practical nurse training approved pursuant to section 


GRANTS TO STATES FOR EXTENSION AND IMPROVEMENT OF PRACTICAL 
NURSE TRAINING 


Sec. 202. (a) From the sums 4a! ab agree for any fiscal year pursu- 
ant to section 201, each State s be entitled to an allotment of an 
amount bearing the same ratio to such sums as the total of the amounts 
apportioned under title I and the Act of March 18, 1950 (20 U.S. C. 
31-33) to such State for such year bears to the total of the amounts so 
apportioned to all the States for such year. The allotment to any State 
under the preceding sentence for a fiscal year which is less than $10,000 
(or, in the case of the Virgin Islands, which is less than $5,000) shall 
be increased to that amount, the total of the increases thereby required 
being derived by proportionately reducing the allotments to each of the 
remaining States under the the ar sentence, but with such adjust- 
ments as may be necessary to prevent the allotment Pop of such remain- 
ing States from being thereby reduced to less than amount. 

(6) The amount of any allotment to a State under subsection (a) for 
any fiscal year which the State certifies to the Commissioner will not be 
required for carrying out the cponyp 0 (if any) approved under this title, 
shall be available for reallotment from time to time, on such dates as the 
Commissioner may fix, to other States in proportion to the original 
allotments to such States under subsection (a) for such year. Any 
amount so reallotted to a State shall be deemed part of its allotment under 
subsection (a). 

(c) From each State’s allotment under this section for any fiscal year, 

Commissioner shall pay to such State a portion of the cost of carrying 
out the State plan approved under this title. To the extent permitted 
the State’s allotment under subsection (a) for any fiscal year, the portion 
of the cost of carrying out the State plan F img under this section shall 
be 75 per centum of such cost in the case of the fiscal year ending June 30, 
1957, and the fiscal year ending June 30, 1958, and 50 per centum of 
such cost in the case of each of the next three fiscal years. 


STATE PLANS 


Sec. 208. (a) To be approvable under this title, a State plan to extend 
and improve practical nurse training shall— 

(1) designate the State board as the sole agency for the admin- 
istration of the 4 aren, or for the supervision of administration of the 
plan by local educational By cre 

ovide that the individual supervising the functions of the 


(2) 
State board under the plan shall be a registered professional nurse 
or shall have the consultative services of a registered professional 
nurse available to him; 
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(3) show the plans, policies, and methods to be followed in extend- 
ing and improving practical nurse training under the State plan, 
and in administering and supervising the administration of the 
plan, and provide such accounting, budgeting, and other fiscal 
methods pant: procedures as are necessary for the proper and efficient 
administration of the plan; 

(4) contain minimum qualifications for teachers, teacher-trainers, 
supervisors, and directors; and 

(5) provide that the State board will make such reports, in such 
form and containing such information, as the Commissioner may 
from time to time reasonably require to carry out his functions 
under this title, and comply with such provisions as he may from 
time lo time find necessary to assure the correctness and verification of 
such reports. 

(b) The Commissioner shall approve any plan which he finds fulfills 
the conditions specified in subsection (a) of this section. 

(c) Whenever the Commissioner, after reasonable notice and opportunity 
for hearing to the State agency administering or supervising the admin- 
istration of the State plan apprgved under this section, finds that— 

(1) the State plan has been so changed that it no longer complies 
with a requirement of subsection (a) of this section; or 

(2) in the administration of the plan there is a failure to comply 
substantially with such a requirement; the Commissioner shall 
notify such State agency that no further payments will be made to 
the State from its allotments under section 202 (or, in his discretion, 
that further payments will not be made to the State for parts of the 
State plan affected by such failure), until he is satisfied that there 
will no longer be any such failure. Until he is so satisfied the 
Commissioner shall make no further payments to such State from 
its allotments under section 202 (or shall limit payments to parts of 
the State plan in which there is no such failure). 

(d) (1) lf any State is dissatisfied with the Commissioner’s action under 
subsection (c) of this section, such State may appeal to the United States 
court of appeals for the circuit in which the State is located. The sum- 
mons and notice of appeal may be served at any place in the United 
States. 

(2) The findings of fact by the Commissioner, unless substantially con- 
trary to the weight of the evidence, shall be conclusive; but the court, for 
good cause shown, may remand the case to the Commissioner to take 
further evidence, and the Commissioner may thereupon make new or 
modified findings of fact and may modify his previous action. Such 
new or modified findings of fact shall likewise be conclusive unless 
substantially contrary to the weight of the evidence. 

(5) The court shall have jurisdiction to affirm the action of the Com- 
missioner or to set it aside, in whole or in part. The judgment of the 
court shall be subject to review by the Supreme Court of the United States 
upon certiorari or certification as provided in title 28, United States Code, 
section 1254. 


METHOD OF MAKING AND COMPUTING PAYMENTS 


Sec. 204. The method of computing and paying amounts pursuant to 
section 202 shall be as follows: The Commissioner shall, prior to the 
beginning of each calendar quarter or other period prescribed by him, 
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estimate the amount to be paid to each State under the provisions of such, 
section for such period; and shall pay to the State, from the allotment 
available therefor, the amount so estimated by him for such period, 
reduced or increased, as the case may be, by any sum (not previously 
adjusted under this section) by which he finds that his estimate of the 
amount to be paid the State for any prior period under such section was 
greater or less than the amount which should have been paid to the State 
for such prior period under such section. Such payments shall be made 
in such installments as the Commissioner may determine. 


ADMINISTRATION 


Sec. 205. (a) In carrying out his duties under this title, the Com- 
missioner shall— 

(1) make studies, investigations, and reports with respect to 
matters relating to practical nurse training; 

(2) cooperate with and render technical assistance to States in 
matters relating to practical nurse training; and 

(3) disseminate information as to the studics, investigations, and 
reports r. ferred to in paragraph ff ) and other matters relating to 
practical nurse training. 

(b) The Commissioner is authorized to make rules and regulations 
governing the administration of this title and to delegate to any officer 
or employee of the Office of Education such of his powers and duties, 
except the making of rules and regulations, as he finds necessary. 


ADVISORY COMMITTEES 


Sec. 206. (a) The Commissioner is authorized to appoint an advisory 
committee or committees to advise him on matters of general policy in con- 
nection with the administration of this title. 

(6) Members of any such committee who are not otherwise in the employ 
of the United States, while attending meetings or conferences of their com- 
mittee or otherwise serving at the request of the Commissioner, shall be 
entitled to receive compensation at a rate to be fixed by the Secretary of 
Health, Education, and Welfare, but not exceeding $50 per diem, in- 
cluding travel time, and while away from their homes or regular places of 
business they may be allowed travel expenses, including per dizm in lieu 
of subsistence, as authorized by law (5 U. S. C. 73b-2) for persons in the 
Government service employed intermittently. 


EFFECT ON OTHER LAWS 


Sec. 207. Nothing in this title shall in any way affect the availability 
for practical nurse training of amounts paid the States under the Act of 
February 23, 1917 (89 Stat. 929), as amended and extended, or title I of 
this Act, as amended and catended. 


REPORTS 


Sec. 208. The Commissioner shall include in his annual report a full 
report of the administration of this title. 
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AUTHORIZATION OF APPROPRIATIONS FOR AD INISTRATION 


Sec. 209. There are hereby authorized to be included for each fiscal year 
in the appropriations for the Department of Health, Education, and 
Welfare such sums as are necessary to administer the provisions of this 
title. 

DEFINITIONS 


Sec. 210. For purposes of this title— 

(a) The term “Commissioner” means the Commissioner of Education. 

(6) The term “practical nurse training’? means training of less than 
college grade which is given in schools or classes (including field or 
laboratory work incidental thereto) under public supervision and control 
and is conducted as part of a program designed to fit individuals, engaged 
in or preparing to engage in employment as practical nurses, for such 
employment. The term includes also training of a similar nature, which 
is of less than college grade and is given and conducted as provided above, 
designed to fit individuals engaged or preparing to engage in other health 
occupations in hospitals or other health agencies, for such occupations. 
In addition, the term includes vocational guidance in connection with any 
such program and the in-service training of teachers, teacher-trainers, 
supervisors, and directors for any such program, but does not include 
courses which have only incidental relationship to the specialized training 
needed by an individual for useful employment as a practical nurse or 
in such other health occupations. 

(c) The term “practical nurse”? means a person who is trained to care 


for subacute, convalescent, and chronie patients under the direction of a 


licensed physician or under the supervision of a registered nurse, or to 
assist a registered nurse in the care of acute illness. 

(d) The term “local educational agency” means a board of education 
or other legally constituted local school authority having administrative 
control and direction of public secondary schools in a county, township, 
independent, or other school district, or having such control and direction 
over vocational education in such schools. 

(e) The term “State” includes Alaska, Hawaii, the Virgin Islands, 
Puerto Rico, and the District of Columbia. 

(f) The term ‘State board’’ means the State board of vocational educa- 
tion, or the State board primarily responsible for the supervision of public 
elementary and secondary schools, as designated in the State plan. 

(g) The cost of administration of a State plan for practical nurse 
training may not include any portion of the cost of the purchase, preserva- 
tion, erection, or repair of any building or buildings or the purchase or 
rental of any land. 

O 
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EXTEND ACP AUTHORITY 





Juuy 2, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 8321] 


The Committee on Agriculture, to whom was referred the bill (H. R. 
8321) to amend the Soil Conservation and Domestic Allotment Act, 
as amended, having considered the same, report favorably thereon, 
without amendment, and recommend that the bill do pass. 

The purpose of this bill is to extend for 2 years beyond the present 
expiration date (December 31, 1956) the authority of the Secretary 
of Agriculture to administer directly the program authorized by 
section 7 through 17 of the Soil Conservation and Domestic Allot- 
— Act commonly known as the Agricultural Conservation Program 
(ACP). 

DEPARTMENTAL APPROVAL 


Approval of the Department of Agriculture is indicated by the 
following executive communication, submitted some time after intro- 
duction of the bill, recommending enactment of such legislation. 


DEPARTMENT OF AGRICULTURE, 
January 30, 1956. 
The SPEAKER, 
House of Representatives. 


Dear Mr. Speaker: The Department recommends enactment of 
legislation to extend the authority of the Secretary to administer 
sections 7 through 17 of the Soil Conservation and Domestic Allotment 
Act of 1936 for 2 years after the expiration of such authority on 
December 31, 1956. 

Section 7 of the Soil Conservation and Domestic Allotment Act 
provides for administration of these provisions by agencies of States 
which are authorized by State law to assume that responsibility and 
who submit acceptable plans for such administration to the Secretary. 

71006 
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Section 8 originally provided a period of 2 years in which the Secretary 
would administer the act through State, county, and local committees. 
This period was provided to allow States sufficient time to enact 
legislation and submit plans. The original authority for Federal 
oduibaiatettion expired December 31, 1938. The authority has been 
extended several times to the a expiration date. 

Up to the present time 24 States and 2 insular areas have enacted 
laws to provide for State administration. An equal number do not 
possess such authority and it would be necessary for the Secretary 
to administer the programs authorized by the act in States without 
such authority even though the States who now have legal authority 
should submit plans that were approved. 

There is attached a draft of an amendment to the act, which we 
believe would accomplish the desired effect. A similar draft of 
proposed legislation has been sent to the President of the Senate. 

The Bureau of the Budget advises that it bas no objection to the 
submission of the proposed legislation. 

Sincerely yours, 
E. T. Benson, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


Sort ConsERVATION AND Domestic ALLOTMENT AcT, AS AMENDED 


a * * * e o * 


Autrnority or Secretary To MaKe PAYMENTS oR GRANTS oF AID 
DrrectLy TO FARMERS 


Sec. 8. (a) In order to carry out the purposes specified in section 
7 (a) during the period necessary to afford a reasonable opportunity 
for legislative action by a sufficient number of States to assure the 
effectuation of such purposes by State action and in order to promote 
the more effective accomplishment of such purposes by State action 
thereafter, the Secretary shall exercise the powers conferred in this 
section during the period prior to [January 1, 1957] January 1, 1959, 
except with respect to farming operations commenced in any State 
after the effective date ofja State plan for such State approved pursuant 
to section 7. No such powers shall be exercised after [December 31, 
1956] December 31, 1958, except with respect to payments or grants 
in connection with farming operations carried out prior to [January 1, 
1957] January 1,1959. During the period prior to [January 1, 1957 
January 1, 1959, the Secretary shall carry out the purposes specifi 
in section 7 (a) through State action as rapidly as adequate State 
laws are enacted and satisfactory State plans are submitted. Not- 
withstanding the foregoing provisions of this section and section 7, 
the provisions of this section with respect to the State, county, and 
local committees of farmers shall continue in full force and effect for 
purposes other than the administration of State plans. 


O 
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BARANOF CASTLE SITE 





Juiy 2, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootezy, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 9678] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 9678) to authorize the Secretary of Agriculture to convey to 
the Territory of Alaska certain lands in the city of Sitka, known as 
Baranof Castle site, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of this bill is to transfer to the Territory of Alaska 
so that it may be used for historic purposes a tract of some 1.3 acres 
of land in the city of Sitka which was the scene in 1867 of the transfer 
of Alaska from Russia to the United States. 


DEPARTMENTAL APPROVAL 


Enactment of the legislation was recommended in an executive 
communication from the Department of the Interior dated February 
27, 1956, and approved by the Department of Agriculture in a letter 
dated June 21, 1956. Following is the text of both communications: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 27, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, Washington, D. C. 

My Dear Mr. Speaker: Enclosed herewith is a draft of a —— 
bill to authorize the Secretary of Agriculture to convey to the Territory 
of Alaska certain lands in the city of Sitka, known as Baranof Castle 
site. 

It is requested that the proposed bill be referred to the appropriate 
committee for consideration and it is recommended that it be enacted. 

The purpose of the proposed bill is to clarify the status of a small 
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tract of land in Sitka, Alaska. The Baranof Castle site, containing 
approximately 1.3 acres, was the scene in 1867 of the transfer of 
Alaska from Russia to the United States. As such, it is an area of 
considerable historic significance both to Alaska and to the United 
States generally. We understand that the site contains only one 
building, which is so dilapidated that it has been condemned as a fire 
hazard and is in the process of being torn down. The Governor of 
Alaska is anxious to develop the area as an historic site, and tentative 
arrangements have been made looking toward this end. The owner- 
ship of the site, however, is open to some question, and we therefore 
recommend enactment of the attached bill in an effort to remove any 
doubt which may now or hereafter exist. 

From 1898 to 1932 the Department of Agriculture used the Baranof 
Castle site for purposes of an agricultural experiment station. By 
the act of July 7, 1932 (Department of Agriculture Appropriations 
Act for 1933, 47 Stat. 609, 614), the Secretary of Agriculture was 
authorized to transfer the site to local authorities, or to sell it at 
public or private sale. It appears that the first alternative was 
selected, and in an instrument dated. November 2, 1932, the Acting 
Secretary of Agriculture “transferred” to the city of Sitka the area 
in question, subject, however, to the condition “that should said 
property ever be sold, assigned, transferred, leased, or used for 
commercial purposes, title thereto shall revert to the United States 
of America.” 

By the act of July 11, 1947 (61 Stat. 310), the Congress authorized 
the sale of the Baranof Castle site to Sitka, but no action was taken 
pursuant to that authority, although the property was appraised 
preparatory to sale. 

We understand that the city of Sitka is willing to transfer its 
interest in the site to the Territory, but in the circumstances above 
referred to, we believe there is some doubt as to the nature of the 
interest held by the city of Sitka. Moreover, we are concerned that 
the reverter quoted above might come into effect if the city of Sitka 
transferred its interest to the Territory. The Governor advises us 
that Sitka will, by quitclaim deed, convey to the Territory whatever 
interest the city might have in the area, but in order to insure that the 
Territory will have full title to the property, we believe that the 
attached proposed bill should be enacted. 

Since the proposed conveyance by the Secretary of iculture to 
the Territory of Alaska is for a use similar to that for which convey- 
ances may be made by the Secretary of the Interior under the provi- 
sions of the act of June 14, 1926 (44 Stat. 741), as amended by the 
act of June 4, 1954 (68 Stat. 173, 43 U.S. C., Supp. II, sec. 869, et 
seq.), there is included in the draft bill a provision, similar to the one 
required by that act, that title to the tract shall revert to the United 
States if, within a period of 25 years from the date of the conveyance, 
the Territory of Alaska shall attempt to transfer title to, control over, 
or use of, the tract of land without obtaining the consent of the 
Secretary of the Interior. The proposal does not contain a reserva- 
tion of mineral deposits in this small amount of land because the 
original conveyance to the city of Sitka did not reserve mineral 
deposits to the United States. 
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The Bureau of the Budget has advised that there is no objection to 
the presentation of this proposed legislation to the Congress. 
Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 





DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 21, 1956. 
Hon. Harotp D. Cootrey, 


Chairman, Committee un Agriculture, 
House of Representatives. 


Dear ConaressMAN Coo.ey: This is in reply to your request of 
June 18, 1956, for a report on H. R. 9678, a bill to authorize the Secre- 
tary of Agriculture to convey to the Territory of Alaska certain lands 
in the city of Sitka, known as Baranof Castle site. 

The Department has no objection to enactment of H. R. 9678. 

The bill authorizes the Secretary of Agriculture to convey without 
reimbursement to the Territory of Alaska, for use as an historic monu- 
ment site, land containing 1.3149 acres, more or less, and improve- 
ments thereon, known as the Baranof Castle site. The bill states that 
within a period of 25 years from the date of conveyance, if the Terri- 
tory of Alaska shall attempt to transfer title to or control over these 
lands, or devote them to a use other than as an historic monument site, 
without the consent of the Secretary of Interior, the title would revert 
to the United States. 

This small tract of land of approximately 1.3 acres was reserved 
for the Department of Agriculture by Executive order in 1898 for use 
as a headquarters office by the Office of Experiment Stations and as a 
site for the Weather Bureau. In August of 1898, the Department 
began using this area for the above purposes. Continuous use of the 
property was made until June 30, 1932, when the Sitka Experiment 
Station was closed. 

In accordance with the act of July 7, 1932, authorizing the Secre- 
tary of Agriculture to transfer to local authorities or institutions 
property of the United States used by the experiment stations in 
Alaska and Resolution No. 25 of the Common Council of the City of 
Sitka making application for transfer of the Baranof Castle site, the 

ai was transferred to the city of Sitka by the Department on 
November 2, 1932, subject to the condition that should the property 
ever be sold, assigned, transferred, leased, or used for commercial 
purposes, the title thereto would revert to the United States. 

In 1945, the regional forester and commissioner of agriculture, 
advised this Department that the city of Sitka had no further use for 
the Baranof Castle site for noncommercial purposes but that the city 
might have use for the site if it could be used for commercial purposes. 
He also stated that the buildings on the site were unsafe and con- 
stituted a fire hazard. In order that the property might be used by 
the city of Sitka for commercial purposes, the act of July 11, 1947 (61 
Stat. 310), authorized the sale of the 1.3 acres to the city of Sitka. 
Although the property was appraised once in 1948 and again in 1955, 
sale to the city of Sitka was not accomplished. 
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More recently the proposal has been made that this small piece of 
roperty be transferred to the Territory of Alaska as an historic site. 
n view of the fact that this Department has not utilized this land since 

1932, we have no objection to such transfer. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 


True D. Morsz, Acting Secretary. 








84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2572 





INCREASING THE AUTHORIZATION FOR APPROPRIATIONS TO 
THE ATOMIC ENERGY COMMISSION FOR ACQUISITION OR CON- 
DEMNATION OF REAL PROPERTY OR ANY FACILITIES, OR FOR 


PLANT OR FACILITY ACQUISITION, CONSTRUCTION, OR EX- 
PANSION 





Juty 2, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. DuruaM, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


(To accompany H. R. 11709) 


The Joint Committee on Atomic Energy, to whom was referred the 
bill (H. R. 11709) to amend Public Law 506, 84th Congress, 2d ses- 
sion, to increase the authorization for appropriations to the Atomic 
Energy Commission for acquisition or condemnation of real property 
or any facilities, or for plant or facility acquisition, construction, or 
expansion, and for other purposes, having considered the same, report 


favorably thereon with amendment and recommend that the bill, 
H. R. 11709, do pass. 


The amendment is as follows: 

Page 2, line 6, strike out the words “power reactor development 
acceleration project” and insert “amended reactor development 
project’. 

BACKGROUND 


In compliance with section 261 of the Atomic Energy Act of 1954 
authorization legislation is required for appropriations to be used for 
acquisition or condemnation of any real property or any facility or 
for plant or facility acquisition, construction or expansion. 

e Atomic Energy Commission found that subsequent to its 
earlier request for authorization, additional money would be needed 
to increase or expand the facilities needed for two important programs. 

For this reason the Commission has asked for an incr2ase in author- 
ization legislation of $24,100,000. In defense of this request, the 
General Manager of the Commission and several members of his 
staff appeared before the legislation subcommittee. 
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SECTION BY SECTION ANALYSIS 


Section 1: Increases the amount specified in Public Law 506 from 
$295,495,000 to $319,595,000. 

Section 2: Amends section 101 (c) 2 of Public Law 506 by changin 
the amount of $15,900,000 to $25 million. This increase is Wieded 
for construction items at laboratories and test sites involved in an 
important military project. 

Section 3: Section 101 (c) of Public Law 506 is amended by adding 
at the end thereof a new subsection identified as project 57-c-10, 
anmiended reactor development project $15 million. This item is to 
‘permit the Atomie Energy Commission to carry forward its important 
research and development of work on reactors and in other related 
fields. The title of this section was amended by the committee to 
reflect more accurately the nature of the activity contemplated to be 
undertaken with the appropriation hereby authorized. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics) : 


AN ACT To authorize appropriations for the Atomic Energy Commission for 
acquisition or condemnation of real property or any facilities, or for plant or 
facility acquisition, construction, or expansion, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 

Sec. 101. There is hereby authorized to be appropriated to the 
Atomic Energy Commission the sum of [$295,195,000] $319,595 ,000 
for acquisition or condemnation of any real property or any facility 
or for plant or facility acquisition, construction, or expansion, as 
follows: 

(a) Spectra, Nucitear MaTerIAts.— 

1. Project 57—a—1, additional feed-materials plant, $22,200,000. 

2. Project 57-a-2, improvements to reactor instrumentation, Han- 
ford, Washington, $8,000,000. 

3. Project 57-a-3, improved high level waste handling system, 
Savannah River, $5,000,000. 

4. Project 57-a-—4, reactor facility safety improvements, Hanford, 
Washington, $5,000,000. 

5. Project 57—a—-5, additional waste disposal system, Hanford, 
Washington, $5,000,000. 

6. Project 57-a-6, charging and discharging system, Hanford, 
Washington, $3,450,000. 

7. Project 57-a-7, modifications to existing production facilities 
for increased efficiency and safety, Hanford, Was ington, $3,000,000. 


8. Project 57-a-8, chemical processing facility, St. Louis, Missouri, 
$1,600,000. 

9. Project 57-a—9, barrier plant automation, Oak Ridge, Tennessee, 
$1,400,000. 

10. Project 57-a—-10, reactor temperature test installation, Hanford, 
Washington, $900,000. 
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11. Project 57-a—-11, improvements to reactor cooling water effluent 
system, Hanford, Washington, $550,000. 

12. Project 57—a-12, fuel element heat-treating plant, Fernald, 
Ohio, $500,000. 

13. Project 57-a-13, renovation of service plant, Oak Ridge, 
Tennessee, $450,000. 

(b) Aromic Wrarons.— 

1, Project 57—b-1, area 5 expansion, $20,900,000. 

2. Project 57-b-2, weapons assembly plants, $15,000,000. 

3. Project 57—b-3, weapons production and development plant, 
$15,000,000. 

4. Project 57—b-4, weapons development and engineering facilities, 
Livermore, California, $10,000,000. 

5. Project 57—b-—5, storage site modifications, $2,000,000. 

(ec) Reacror DrevELopMENT.— 

1. Project 57-c-1, aircraft nuclear propulsion ground test plant, 
area numbered 2, Idaho, $55,000,000. 

2. Project 57-c-2, research and developmental test plant, [$15,- 
900,000. $25,000,000 

3. Project 57—c-3, modifications and expansion of aircraft nuclear 
propulsion ground test facilities, area numbered 1, Idaho, $15,000,000. 

4. Project 57—-c-4, small submarine reactor test facility, $10,000,000. 

5. Project 57—-c—5, expended core handling and service plant, Na- 
tional Reactor Testing Station, $4,750,000. 

6. Project 57-c--6, food irradiation facility, $3,000,000. 

7. Project 57-c-7, project Sherwood plant, $2,000,000. 

8. Project 57-c-8, Argonne low power reactor facility, $1,225,000. 

9. Project 57-c-9, materials testing reactor hot cell extension, Na- 
tional Reactor Testing Station, $310,000. 

10. Project 57-c-10, amended reactor development program, 
$15,000,000. 

(d) PHysica, Researcu.— 

1. Project 57-d-1, high energy accelerator, $15,000,000. 

2. Project 57-d-2, bevatron research plant, University of California 
Radiation Laboratory, $1,084,000. 

3. Project 57-d-3, forty-eight-inch heavy particle cyclotron, Oak 
Ridge National Laboratory, $459,000. 

4. Project 57-d-4, conversion of accelerator design building, Uni- 
versity of California Radiation Laboratory, $300,000. 

(e) Raw Mareriats.— 

1. Project 57-e—-1, analytical laboratory addition, Grand Junction, 
Colorado, $362,000. 

(f) Aromic Wrapons.— 

1. Project 57-f-1, metallurgy laboratory, Livermore, California, 
$2,270,000. 

2. Project 57-f-2, base construction, Pacific proving ground, 
$1,569,000. 

3. Project 57-f-3, high explosive and weaponizing plant, Liver- 
more, California, $1,100,000. 

4. Project 57—f-4, installation of one hundred and fifteen kilovolt 
tie line, Los Alamos, New Mexico, $1,000,000. 

5. Project 57-f-5, base construction, Nevada test site, $543,000. 

6. Project 57-f-6, manufacturing support plant, Kansas City, Mis- 
souri, $444,000. 
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7. Project 57-f-7, warehouse, Sandia, $308,000. 

8. Project 57-f-8, mechanical shop additions, Livermore, California, 
$300,000. 

9. Project 57-f-9, programing building, Livermore, California, 
$180,000. 

(g) Reactor DevELopMENT.— 

1. Project 57-g-1, addition to electrical power system, National 
Reactor Testing Station, $3,800,000. 

2. Project 57-g-2, chemistry cave for radioactive materials, Argonne 
National Laboratory, $800,000. 

3. Project 57-g-3, transient housing, Argonne National Laboratory, 
$533,000. 

4. Project 57-g-4, materials testing reactor maintenance shop, 
National Reactor Testing Station, $235,000. 

(h) Puystcat ResEarcu.— 

1. Project 57—h-1, permanent research buildings, Oak Ridge Na- 
tional Laboratory, $5,780,000. 

2. Project 57—h-2, physics building, Brookhaven National Labora- 
tory, $2,140,000. 

3. Project 57-h-3, engineering building, Brookhaven National 
Laboratory, $1,879,000. 

4. Project 57-h-4, engineering service building, University of 
California Radiation Laboratory, $1,080,000. 

5. Project 57—h-5, cosmotron target area, Brookhaven National 
Laboratory, $350,000. 

6. Project 57-h-6, eighteen-inch cyclotron building, Brookhaven 
National Laboratory, $300,000. 

7. Project 57-6-7, addition to heavy ion accelerator building, Uni- 
versity of California Radiation Laboratory, $200,000. 

(i) Brotogy anp MeEpIcINE.— 

1. Project 57-i-1, reclamation plant and hot laundry, Brookhaven 
National Laboratory, $400,000. 

(j) Communitry.— 

1. Project 57-j-1, real estate development program, Los Alamos, 
New Mexico, $359,000. 

2. Project 57-j-2, elementary school classrooms, Los Alamos, New 
Mexico, $195,000. 

(k) ADMINISTRATIVE.— 

1. Project 57-k-1, conversion of barracks for Albuquerque Opera- 
tions Office headquarters, Sandia Base, Albuquerque, New Mexico, 
$600,000. 

2. Project 57-k-2, renovation of building for technical information 
services, Oak Ridge, Tennessee, $517,000. 

(1) Raw MaTEriaAts.— 

1. Project 57—L-1, off-site access roads, $2,873,000. 

(m) Reactor D8vELOPMENT.— 

1. Project 57-m-1, purchase of Bettis Field property, $400,000. 

(n) GeneRAL PLANT ProgEecrs.—$21,000,000. 


LIMITATIONS 


Sec. 102. (a) The Commission is authorized to start any project 
set forth in subsections 101 (a) through 101 (d) only if the currently 
estimated cost of that project does not exceed by more than 25 per 
centum the estimated cost set forth for that project. 
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(b) The Commission is authorized to start any project set forth in 
subsections 101 (e) through 101 (k) only if the currently estimated 
cost of that project does not exceed by more than 10 per centum the 
estimated cost set forth for that project. 

(c) The Commission is authorized to start the project set forth in 
subsection 101 (L) and (m) only if the currently estimated cost of 
the ew does not exceed the estimated cost set forth for that project. 

(d) The Commission is authorized to start a project under sub- 
section 101 (n) only if it is in accordance with the following: 

1. For community operations, the maximum currently estimated 
cost of any project shall be $100,000 and the maximum currently 
estimated cost of any building included in such project shall be 
$10,000. 

2. For all other programs, the maximum currently estimated cost 
of any project shall be $500,000 and the maximum currently estimated 
cost of any building included in such a project shall be $100,000. 

3. The total cost of all projects undertaken under subsection 101 (n) 
shall not exceed the estimated cost set forth in that subsection by 
more than 10 per centum. 

Sxc. 103. There are hereby authorized to be appropriated funds for 
advance planning, construction design, and architectural services, in 
connection with projects which are not otherwise authorized by law, 
and the Atomic Energy Commission is authorized to use funds cur- 
rently or otherwise available to it for such purposes. 

Sec. 104. There are hereby authorized to be appropriated funds 
necessary to restore or to replace plants or facilities destroyed or other- 
wise seriously damaged, and the Atomic Energy Commission is au- 
thorized to use funds currently or otherwise available to it for such 
purposes. 

Sec. 105. In addition to the sums authorized to be appropriated to 
the Atomic Energy Commission by section 101 of this Act, there are 
hereby authorized to be appropriated to the Atomic Energy Commis- 
sion to accomplish the purposes of this Act such sums of money as may 
be currently available to the Atomic Energy Commission. 

Sec. 106. Funds authorized to be appropriated or otherwise made 
available by this Act may be used to start any other new project for 
which an estimate was not included in this Act if it be a substitute for 
& project authorized in subsections 101 (a), 101 (b), or 101 (f), and the 
estimated cost thereof is within the limit of cost of the project for 
which substitution is to be made, and the Commission certifies that— 

@) the project is essential to the common defense and security ; 
an 

(b) the new project is required by changes in weapon charac- 
teristics or weapon logistic operations; 

(c) it is unable to enter into a contract with any person, includ- 
ing a licensee, on terms satisfactory to the Commission to fur- 
nish from a privately owned plant or facility the product or serv- 
ices to be provided in the new project. 


O 
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AUTHORIZING THE CREDITING OF CERTAIN SERVICE 
FOR PURPOSES OF PAY AND RETIREMENT 





Juty 2, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 2035) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2035) to provide for the crediting of certain service toward re- 
tirement of Reserve personnel, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendment is as follows: 

Add a new section 3 as follows: 


Sec. 3. All appointments made on or after December 7, 
1941, in the Army of the United States without component 
under the joint resolution of September 22, 1941 (55 Stat. 
728) which were not earlier terminated by affirmative ad- 
ministrative action or other provisions of law may be con- 


sidered for all purposes to have continued in effect until April 
1, 1953. 


Amend the title of the bill to read as follows: 


A bill to authorize the crediting of certain service for pur- 
poses of pay and retirement. 


PURPOSE OF THE BILL 


The purpose of the bill is to amend the Army and Air Force Vitali- 
zation and Retirement Equalization Act of 1948 (62 Stat. 1081) so as 
to permit members of the Reserve components of the Armed Forces 
to receive credit, for purposes of retirement under title IIT of that act 
(10 U. S. C. 1036a), for service as an appointed aviation cadet; a 
nurse; a dietitian or physical therapist appointed in the Medical De- 
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artment of the Army of the United States under the act of Decem- 
bai 22, 1942 (56 Stat. 1072; 10 U.S.C. 81 Note). The proposal would 
also amend section 6 of the act of February 21, 1946 (60 Stat. 27; 34 
U.S. C. 410b) so as to permit officers of the Nurse Corps of the Naval 
Reserve to count for purposes of retirement, upon completion of 
20 or more years of active duty, the same type of service which officers 
of the Nurse Corps of the Regular Navy may count for that purpose. 


EXPLANATION OF THE BILL 


Section 302 of Public Law 810, 80th Congress, referred to above, 
limits the service creditable to service in the status of commissioned 
officers, warrant officers, flight officers, or enlisted personnel. Be- 
cause of statutory technicalities this language does not permit credit 
for service as a naval aviation cadet under an appointment prior to 
the Naval Aviation Cadet Act of 1942, for service as a nurse prior to 
the Army-Navy Nurses Act of 1947, or service as dietitians or physical 
therapists in the Medical Department of the Army. In each case, 
current service which is factually similar is creditable under the law. 

Candidates were appointed as aviation cadets in the Naval Reserve 
under the act of April 15, 1935. Upon completion of their training, 
they remained aviation cadets on active duty for 3 years. It was 
not until this time that they were appointed commissioned officers 
in the Naval Reserve. Until then, they had neither enlisted nor 
officer status. They were cadets. Therefore, the period they served 
as cadets cannot be credited for retirement-under the present wording 
of section 302 of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948. It should be noted that the Naval Aviation 
Act of 1942 provided that the Aviation Cadet of the Naval Reserve 
would have enlisted status. Thus, the cadet enlisted since 1942 
receives credit toward retirement for the period served as a cadet. 
Also, aviation cadets of the Air Force have always had enlisted status 
and they receive credit for their service as a cadet. The legislation 
would permit members of the Reserve components who performed 
active duty as appointed aviation cadets to count that service for 
retirement purposes under title III of the Army and Air Force Vitali- 
zation and Retirement Equalization Act of 1948. 

Until the passage of the Army-Navy Nurses Act of 1947 nurses 
had neither officer nor enlisted status. ‘Therefore, the present wording 
of section 302 of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 does not permit the crediting of service 
performed by nurses prior to 1947. The legislation would authorize 
crediting the nurse of the Reserve components for the same type of 
service for which the Reguler nurse receives credit. Also, this legis- 
lation would permit officers of the Nurse Corps Reserve to count for 
voluntary retirement after more than 20 years of active service the 
same type of service which section 207 (h) of the Army-Navy Nurses 
Act of 1947 permits officers of the Regular Na ores Cocoa to 
count for that purpose. This can be Acoditipliaied by amending 
section 6 of the act of February 21, 1946. 

Similarly, dietitians and physical therapists in the Medical Depart- 
ment of the Army forinieet had neither commissioned officer nor 


enlisted status. Such specialists now are commissioned officer person- 
nel. This bill would provide for the credit of past service in these 
specialties in the Medical Department of the Army. 
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There is no indication that the discriminatory restrictions on service 
credit, referred to above, occurred by intent, or that they represent 
anything other than oversight when the present law was drafted. 
The committee believes that their correction at this time will prevent 
the occurrence of a number of inequities in the future. 


COMMITTEE AMENDMENTS 


During hearings on the bill it came to the attention of the committee 
that another group of Army officers will lose certain credit for base pay 
and retirement if correcting legislation is not enacted. 

The joint resolution of September 22, 1941, provided the authority 
for the Army to make temporary appointments of officers in the Army 
of the United States without appointing such individuals as officers in 
any particular component such as the Regular Army, the Officers 
Reserve Corps, or the National Guard of the United States. This act 
which provided that appointments should continue during the emer- 
gency existing at that time and 6 months thereafrer was repealed 
effective July 1, 1948. The Department of the Army maintained 
that by virtue of provisions in the National Defense Act, appoint- 
ments made under the joint resolution of September 22, 1941, contin- 
ued in effect until April 1, 1953, and that the repeal of the joint 
resolution on July 1, 1948, merely terminated the authority to make 
new appointments under that act. 

The Comptroller General’s decision of October 7, 1955, B—123992, 
stated that AUS time without component after June 30, 1948, was not 
creditable in computing length of service for basic pay purposes. 
This decision affected approximately 5,000 members of the Army 
still in active status and an unknown number of individuals now on 
the retired lists and drawing retired pay. All of these individuals 
would suffer some loss of pay and it would be necessary to remove an 
unknown number of individuals from the retired lists since they would 
not have sufficient time to qualify for retirement unless they are able 
to include service in the Army of the United States without component. 

Because of the administrative and morale implications of stopping 
or reducing retired pay and since the Department of the Army was 
taking positive action to obtain amendatory legislation which would 
validate AUS time without component subsequent to June 30, 1948, 
the Comptroller General agreed to withhold action in this respect 
until amendatory legislation was obtained or the adjournment of this 
session of Congress whichever occurred earlier. However, the pay of 
individuals on active duty was reduced where necessary effective 
January 1, 1956. 

COST AND BUDGET DATA 


It is extremely difficult to estimate annual cost on legislation 
affecting future retirement of service personnel. Since retirement is 
something that must be earned it is difficult to say how many persons 
may qualify for benefits at some future date. The estimates which 
follow are based on the total number of persons covered and on the 
predication that all may qualify for future retirement benefits. Thus, 
the annual cost figure is a maximum. 

The personnel covered by this bill and the annual cost is as follows: 
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Number of 
personne] Cost 
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There will be no budgetary implications with respect to the com- 
mittee amendment, since the amounts presently being paid to persons 
on retired lists were included in the 1956 budget. For those persons 
on active duty whose pay was reduced effective January 1 of this year, 
in order to comply with the Comptroller General’s decision, it is esti- 
mated approximately $12,000 per month will be necessary to pay 
these officers the amounts which have been withheld. However, this 
too was included in the 1956 budget and will therefore have no bud- 
getary implications. 


DEPARTMENT RECOMMENDATIONS 


The Department of Defense recommends enactment of the bill 
and the committee amendment. The Bureau of the Budget inter- 
oes no objection to the bill, as amended. The Department letter 
ollows: 

JANUARY 5, 1955. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to provide for the crediting of certain service toward retire- 
ment of Reserve personnel. 

This proposal is part of the Department of Defense legislative 
program for 1955 and the Bureau of the Budget has advised that 
there is no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this legislative proposal is to amend the Army 
and Air Force Vitalization and Retirement Equalization Act of 
1948 (62 Stat. 1081) so as to permit members of the Reserve compo- 
nents of the Armed Forces to receive credit, for purposes of retirement 
under title III of that act (10 U.S. C, 1036a), for service as an ap- 
pointed aviation cadet; a nurse; a dietitian or physical therapist 
appointed in the Medical Department of the Army of the United 
States under the act of December 22, 1942 (56 Stat. 1072; 10 U.S.C. 
81 Note). The proposal would also amend section 6 of the act of 
February 21, 1946 (60 Stat. 27; 34 U. S. C, 410b), so as to permit 
officers of the Nurse Corps of the Naval Reserve to count for purposes 
of retirement, upon completion of 20 or more years of active duty, 
the same type of service which officers of the Nurse Corps of the 
Regular Navy may count for that purpose. 
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Under the act of April 15, 1935 (49 Stat. 156), the Navy’s original 
aviation cadet law, candidates were appointed as aviation cadets in 
the Naval Reserve. Following the completion of their training they 
remained aviation cadets and performed active duty involving flying 
for a period of 3 years in that status, at the expiration of which time 
they were appointed commissioned officers in the Naval Reserve. 
The period of service performed as appointed aviation cadets may 
not now be credited under section 302 of the Army and Air Force 
Vitalization and Retirement Equalization Act of 1948, inasmuch as 
the status of appointed aviation cadet is not mentioned in that section. 
Since 1942, when the Naval Aviation Cadet Act of 1942 (56 Stat. 737; 
34 U. S. C. 850a-850m) was enacted, aviation cadets of the Naval 
Reserve have an enlisted status and thus receive credit for the period 
they serve as aviation cadets. Aviation cadets of the Air Force have 
always had an enlisted status and thus receive credit for their aviation 
cadet service. The proposed legislation would permit members of the 
Reserve components who performed active duty as appointed aviation 
cadets to count that active duty for retirement purposes under title 
III of the Army and Air Force Vitalization and Retirement Equaliza- 
tion Act of 1948. 

Under the present wording of section 302 of the Army and Air 
Force Vitalization and Retirement Equalization Act of 1948, officers 
of the Reserve components of the Armed Forces who, prior to their 
appointment as commissioned officers under the Army-Navy Nurses 
Act of 1947, served on active duty as Regular or Reserve nurses in 
the Army and Navy, or as dietitians or physical therapists in the 
Medical Devailnins of the Army, may not count that service for 
purposes of retirement under title III of that act. Inasmuch as that 
service is considered active Federal service for retirement purposes 
for officers of the Regular Army, Navy, and Air Force, it is only 
equitable that officers of the Reserve components should have like 
credit for similar service. The proposed legislation would authorize 
credit for that type of service for olllders of the Reserve components. 

Section 6 of the act of February 21, 1946 (60 Stat. 27), as amended 
(34 U. S. C. 410b), permits officers of the Regular Navy or Marine 
pp or of the reserve components thereof to retire, in the discretion 
of the President, when they have completed more than 20 years of 
active service, at least 10 years of which has been active commis- 
sioned service. Section 207 (h) of the Army-Navy Nurses Act of 
1947, as amended (34 U. S. C. 43g (h)), provides the following for 
officers of the Regular Navy Nurse Corps: 

“(h) The pine, ore of years service to be credited to officers of the 
Navy Nurse Corps in determining their eligibility for voluntary 
retirement shall be based on the total of all active service either under 
an appointment or contract or as a commissioned officer in the Nurse 
Corps of the Army or Navy, or the reserve components thereof and 
all active service in the Nurse Corps or the Nurse Corps Reserve 
abolished by this Act, shall, for this purpose only, be regarded as 
commissioned service in the Navy or the reserve components thereof, 
as the case may be.”’ 

The proposed legislation would permit officers of the Navy Nurse 
Corps Reserve to count for voluntary retirement after more than 20 
years of active service the same type of service which section 207 (h) 
of the Army-Navy Nurses Act of 1947 permits officers of the Regular 
Navy Nurse Corps to count for that purpose. 
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6 AUTHORIZE CREDITING OF CERTAIN SERVICE 


LEGISLATIVE REFERENCES 


A similar legislative proposal was submitted to the 83d Congress 
as a part of the Department of Defense legislative progam for 1954 
and was introduced as S. 3176. No further action was taken on the 


COST AND BUDGET DATA 


It is not possible to make any worthwhile estimate of the fiscal 
effects of the enactment of this proposed legislation inasmuch as 
there is no way to determine how many members of the Reserve 
components who would be affected by this proposal will eventually 





qualify for retirement. However, 


it is considered that the cost will 


be negligible and can be absorbed in current appropriations. 


Sincerely yours, 


C. S. THomas. 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed below in parallel columns the text 
of provisions of existing law which would be amended by the various 


provisions of the bill. 


EXISTING LAW 


Sec. 6. When any officer of the 
Regular Navy or the Regular 
Marine Corps or the Reserve Com- 
ponents thereof has completed 
more than twenty years of active 
service in the Navy, Marine Corps, 
or Coast Guard, or the Reserve 
Components thereof, including ac- 
tive duty for training, at least ten 
years of which shall have been 
active commissioned service, he 
may at any time thereafter, upon 
his own application, in the dis- 
cretion of the President, be placed 
upon the retired list on the first 
day of such month as the President 
may designate. 

Sec. 302. (a) Any person who, 
upon attaining or having attained 
the age of sixty years, has per- 
formed satisfactory Federal service 
as defined in this section in the 
status of a commissioned officer, 
warrant officer, flight officer, or 
enlisted person in the Army of the 
United States or the Air Force of 
the United States, including the 
respective reserve components 
thereof, and also including the 
federally recognized National 
Guard prior to 1933, the United 


THE BILL 


That section 6 of the Act of 
February 21, 1946 (60 Stat. 27), 
is amended by changing the period 
at the end thereof to a colon and 
adding the following proviso: 
“Provided, That in the case of 
officers of the Nurse Corps Re- 
serve, a branch of the Naval 
Reserve, such years of active 
service and active commissioned 
service shall be based on that 
service specified in section 207 (h) 
of the Army-Navy Nurses Act of 
1947 (61 Stat. 50), as amended.”, 


(a) amending that part of sub- 
section (a) of section 302 which 
appears before the first proviso to 
the subsection to read as follows: 
“Any person who, upon attaining 
or having attained the age of sixty 

ears, has performed satisfactory 
Federal service as defined in this 
section including (1) service in the 
status of a commissioned officer, 
warrant officer, flight officer, ap- 
pointed aviation cadet, nurse, or 
enlisted person in the Army of the 
United States or the United States 
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EXISTING LAW 


States Navy, including the reserve 
components thereof, the United 
States Marine Corps, includin 
the reserve components thereof, 
or the United States Coast Guard, 
including the reserve components 
thereof, and has completed an 
ageregate of twenty or more years 
of such satisfactory service in any 
or all of the aforesaid services, 
shall upon application therefor, 
be granted retired pay: 


Src. 306. * * * 

(c) Service in a reserve compo- 
nent, as used in this title, shall 
consist of service in the following 
organizations, and shall be deemed 
to be Federal service for the pur- 
poses of this title— 

(1) the National Guard of 
the United States; 

(2) the National Guard 
while in the service of the 
United States; 

(3) the federally recognized 
National Guard prior to 1933; 

(4) a federally recognized 
status in the National Guard 
prior to 1933; 

(5) the Officers’ Reserve 
Corps and the Enlisted Re- 
serve Corps prior to the enact- 
ment of Public Law 460 
Eightieth Congress, approved 
March 25, 1948; 

(6) the Organized Reserve 


orps; 

(7) the Army of the United 
States without component; 

(8) the Naval Reserve and 
the Naval Reserve Force, ex- 
cluding those members of the 
Fleet Reserve and the Fleet 
Naval Reserve transferred 
thereto after completion of 
sixteen or more years of active 
naval service; 
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THE BILL 


Air Force including the respective 
reserve components thereof, and 
also including the federally recog- 
nized National Guard prior to 
1933, the United States Navy, the 
United States Marine Corps, or 
the United States Coast Guard, 
including the reserve components 
thereof, and (2) all service cred- 
itable under section 110 or section 
207 (h) of the Army-Navy Nurses 
Act of 1947 (61 Stat. 46, 50) as 
amended, and has completed an 

rgregate of twenty or more years 
of such satisfactory service in any 
or all of the aforesaid services, 
shall, upon application therefor, be 
granted retired pay:”’; 

(b) amending section 306 (c) by 
deleting the word “and” where it 
appears at the end of part (15); 
changing the period at the end of 
part (16) to a semicolon and adding 
thereafter the word ‘‘and’’; and 
adding the following new part: 

“(17) the Navy Nurse 
Corps established by the Act 
of May 13, 1908 (35 Stat. 
146), in respect of service as a 
Reserve nurse after June 30, 
1938.”; 
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EXISTING LAW 


(9) the Marine Corps Re- 
serve and the Marine Corps 
Reserve Force, excluding 
those members of the Fleet 
Marine Corps Reserve trans- 
ferred thereto after comple- 
tion of sixteen or more years 
of active naval service; 

(10) the Limited Service 
Marine Corps Reserve; 

(11) the Naval Militia who 
have conformed to the stand- 
ards prescribed by the Secre- 
tary of the Navy; and 

(12) the National Naval 
Volunteers; 

(13) the 
Guard; 

(14) the Air Force Reserve 
(Officers or enlisted sections) ; 

(15) the Air Force of the 
United States without com- 
ponent; and 

(16) the Coast Guard Re- 
serve. 

* x x oe * 


(e) With respect to personnel 
of the Army or the Ai Force, 
service in the inactive National 
Guard or Air National Guard, in 
a non-federally recognized status 
in the National Guard or Air Na- 
tional Guard, or in an inactive 
Reserve section of the Officers’ 
Reserve Corps or in an inactive 
officers’ section of the Air Force 
Reserve shall not be deemed to 
be Federal service. 

(f) Subject to the provisions of 
subsection (d) hereof, service on 
the Honorary Retired List of the 
Naval and Marine Corps Reserve 
shall not be deemed to be Federal 
service, 


Air National 
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THE BILL 


(c) inserting in section 306 (e) 
after the words “Air Force Re- 
serve” the words “or as inactive 
Reserve nurse of the Army Nurse 
Corps established by the Act of 
February 2, 1901 (31 Stat. 753), 
as amended”; and 


(d) inserting in section 306 (f) 
after the words ‘‘Marine Corps 
Reserves” the words “or inactive 
service in a Reserve nurse status 
in the Navy Nurse Corps estab- 
lished by the Act of May 13, 1908 


(35 Stat. 146), before July 1, 1938”. 


O 
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841TH CONGRESS HOUSE OF REPRESENTATIVES REporT 
2d Session | No. 2575 





PROVIDING FOR THE RECONVEYANCE OF ALL MINERAL IN- 
TERESTS IN LANDS ACQUIRED BY THE UNITED STATES FOR 
CERTAIN RESERVOIR PROJECTS TO FORMER OWNERS THEREOF 





Jory 2, 1956—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 11879] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 11879) to provide for the reconvevance of all mineral interests 
in lands acquired by the United States for certain reservoir projects 
to former owners thereof, and for other purposes, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Page 1, Line 6, between the words “‘of”’ and “reservoir” insert the 
words “the Enid and Grenada”. 


PURPOSE OF THE BILL 


The purpose of the bill as amended is to authorize and direct the 
Secretary of the Army when he determines that the exploration for 
and exploitation of any minerals underlying lands acquired by the 
United States for the four reservoir projects in we will not be 
incompatible with the development, maintenance, and operation of 
these projects and that the reconveyance of any such mineral interests 
to the former owners thereof will be in the public interest, to convey 
such interests to the former owners thereof (or their successors in 
interests) upon (1) application made within 3 years from the date of 
its enactment and (2) payment to the United States of an amount 
equal to but not in excess of the purchase price for which said interests 
were acquired by the United States. The bill also provides that each 
conveyance of mineral interests under the act shall contain such reser- 
vation restrictions, terms and conditions as the Secretary determines 
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2 RECONVEY MINERAL INTERESTS IN LANDS TO FORMER OWNERS 


are necessary for the development, maintenance, and operation of the 
reservoir projects. 

The committee amended the bill to restrict the reconveyance to 
rhe Enid and Grenada Reservoir projects. 


BACKGROUND 


The Yazoo River Basin headwater project, located in northwestern 
Mississippi, was authorized by the Flood Control Act of June 15, 1936, 
as an integral part of the flood-control project for the lower Mississippi 
River. The plan for the Yazoo River Basin included the construction 
of four reservoirs and certain levees and channel works. The reser- 
voirs are the Arkabutla, Sardis, Enid, and Grenada which have been 
completed. 

In acquiring land for reservoir projects the Department of the 
Army has ordinarily acquired full fee simple title to land required for 
project purposes. Prior to 1951, exceptions to this general policy 
were made only after careful evaluation of the requirements of specific 
projects and the savings to be effected by acquiring less than fee 
simple title to lands outside of dam site and other construction areas 
of the project. However, with the speculation in oil and gas leases 
which accompanied the significant gas and oil activity in the Williston 
Basin in North Dakota in 1951, the Department of the Army con- 
cluded that it would permit the retention of oil and gas rights by 
the owners thereof within any reservoir project (except within specified 
distances of the dam, spillway, outlets, powerhouse, embankment 
section, or other structures) provided the oil and gas rights reserved 
were subordinated to the right of the United States to flood and 
submerge the land as required and to otherwise appropriately restrict 
the exercise of such oil and gas rights. This policy was confirmed in 
1953 with the adoption of the joint policy on land acquisition for 
reservoir projects (Department of the Army-Department of the 
Interior) in October 1953 (19 F. R. 8845) which places greater emphasis 
on the acquisition of flowage easements instead of fee title, wherever 
feasible. 

The Department of the Army completed the acquistion of 52,290 
acres of land for the Arkabutla project in 1946. Approximately 
48,500, or substantially all of the land outside of construction areas, 
were acquired subject to the retention of oil and gas and minerals of 
like character by the owners thereof. On the other hand, all except 
246 acres of 98,430 acres acquired by 1950 for the Sardis Reservoir 
were acquired in fee simple. Similarly, the mineral interests in all 
of the 44,125 acres (except the mineral interests underlying 523 acres) 
acquired for the Enid Reservoir by 1954 were acquired in fee simple. 
Finally, in acquiring lands for the Grenada Reservoir, mineral interests 
are being retained by the owners thereof in 12,889 of the 88,959 acres 
within the project. Approximately 106,000 acres of the 221,000 
acres acquired in fee simple for the four projects have been made 
available to the Bureau of Land Management, Department of In- 
terior, during the past 2 years in order that it may grant oil and gas 
leases pursuant to the Mineral Leasing Act for Acquired Lands, 
approved August 7, 1947 (61 Stat. 913). Only 1 lease covering 
approximately 2,400 acres has been granted to date. 
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SIMILAR LEGISLATION 


The report of the Department of the Army, including the views of 
the Bureau of the Budget on H. R. 4217, a bill to provide that the 
Secretary of the Army shall return certain mineral interests in land 
acquired by him for flood-control purposes to the former owners of such 
land, is made a part of this report. H. R. 11879, which relates to 
specific reservoir projects, was considered by the committee instead 
of H. R. 4217, a bill of general applicability to flood-control projects. 
H. R. 11879 is in general conformance with the draft of bill submitted 
by the Department of the Army with its report on H. R. 4217. The 
principal difference lies in the provisions of H. R. 11879, which re- 
quires a payment to the United States of an amount equal to but not 
in excess of the purchase price for which said interests were acquired 
by the United States. In the determination of ‘‘purchase price” at 
the time of taking where no separate evaluation was assigned to min- 
erals, it is intended that the Department may determine the “purchase 
price” by appraising the fair market value of the minerals as of the 
date such mineral interests were acquired. 

Enactment of this measure will afford the former owners of mineral 
interests within these reservoir projects an opportunity to reacquire 
mineral interests when the Secretary determines, such interests can 
be reconveyed without adversely affecting project requirements. 
Public Law 459, 84th Congress, approved March 29, 1956, similarly 

rovides for the reconveyance of oil and gas and mineral interests in 
ands within the Demopolis lock and dam project, Alabama, by 
authorizing the Secretary of the Interior to reconvey such mineral 
interests to the former owners thereof, at the current fair market value 
of such minerals, upon approval of the application by the Secretary of 
the Army. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 16, 1955. 
Hon. Cuarues A. Bucktey, 
Chairman, Committee on Public Works, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 4217, 
84th Congress, a bill to provide that the Secretary of the Army shall 
return certain mineral interests in land acquired by him for flood- 
control purposes, to the former owners of such land. 

The Department of the Army has considered this bill. Its purpose 
is to require the Secretary of the Army in any case in which (1) the 
Secretary has acquired land for flood-control purposes prior tu enact- 
ment of the bill, (2) such land is held by the United States on the 
date of enactment, (3) no consideration was provided in the transfer 
or conveyance to the United States for oil and gas and mineral interests 
in such land, and (4) the person from whom the Secretary acquired the 
land (or his successor in interest) makes application therefor within 
3 years after enactment of the bill, to convey such oil and gas and 
mineral interests to the former owner (or his successor in interest) 
without charge. 

In acquiring land for flood-control projects, the Department of the 
Army has ordinarily acquired full fee simple title to land required 
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for project purposes. The benefits flowing from the application of 
this seliny are manifold, but two aspects are significant: landowners 
are compensated for their entire interest in the property required for 
project purposes, thus making available to them the maximum lump 
sum return from the property with which to reestablish themselves 
elsewhere, and at the same time providing the Federal Government 
with complete ownership and control over the property for both 
foreseeable needs and for unforeseeable developments in project 
requirements. This policy has not only met the needs of the land- 
owner and the Federal Government in most instances, but has also 
received the approval of the public generally since it provided the 
Government with lands for project development as required in the 
public interest. 

However, acquisition of land for flood-control projects since World 
War IT has taken place during a period of increased effort to discover 
and exploit new petroleum resources. It has been inevitable, there- 
fore, that some land areas required for flood-control purposes should 
be affected by these activities. For example, the Department of the 
Army is acquiring an area in excess of 400,000 acres of land in North 
Dakota for the Garrison Dam and Reservoir roject on the Missouri 
River. By late 1951, fee title to approximately 325,937 acres of this 
area, including 13,483 acres comprising the dam site and other con- 
struction areas, had been acquired. However, with the speculation 
in oil and gas leases which accompanied the significant oul and gas 
activity in the Williston Basin in 1951, it became apparent that oil 
and gas rights in the area were acquiring a market value which would 
increase the cost of procuring the fee title. Therefore, the Depart- 
ment of the Army reviewed its remaining land requirements for the 
project and concluded that a reservation of oil and gas rights by 
owners of land within the project area, but not within specified dis- 
tances of the main dam, spillway, outlets, powerhouse, embankment 
section, or other structures, would be compatible with project require- 
ments, provided the rights reserved were subordinated to the right 
of the United States to flood and submerge the land as required and 
that the exercise of such rights is appropriately restricted. Some 
landowners have taken advantage of this opportunity to reserve oil 
and gas rights, for whatever speculative value they may have; others 
have elected to convey the full fee simple title to the United States. 
Since this decision was made in November 1951, fee title to approxi- 
mately 89,212 acres has been acquired subject to the reservation of 
- and gas rights by the owners thereof in the manner indicated 
above. 

The policy applied in the acquisition of land for the Garrison Dam 
and Reservoir project has been followed in acquiring land for other 
reservoir projects on the Missouri River, as well as in other areas in 
which investigations disclosed significant oil aad gas leasing activity 
resulting in speculative values and increased land acqusition costs. 
In addition, the Department ef the Army has reported favorably 
on several legislative proposals which would authorize the Secretary 
of the Army to reconvey to former owners oil and gas rights in lands 
acquired for reservoir projects prior te the adoption of this policy 
in order to conform the title intecest in much of these lands to the 
title iaterest acuired after adoption of the policy. The Department’s 
report on S. 536, 84th Congress, a bill to provide for the return to the 
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former owners of certain lands acquired in connection with the 
Garrison Dam project of mineral interests in such lands, was submitted 
to the ese ommittee 0. Interior and Insular Affairs on March 
30, 1955. 

On the other hand, the Department of the Army has expressed 
concern that legislative proposals providing for the sale of oil and 
gas rights in lands acquired for reservoir projects for which land 
acquisition had been completed prior to 1951 would foreshadow a 
succession of legislative proposals involving the disposal of mineral 
interests in lands in areas now the subject of significant oil and gas 
leasing activity which were acquired by the Federal Government 
in the past for various public purposes. A development of this 
nature would seem to suggest the need for determining whether mineral 
resources naerene to the United States will continue to be exploited 
under the mineral leasing laws being administered by the Secretary of 
the Interior or be sold to former owners thereof or to others in a 
manner similar to sales of surplus properties. In this connection, 
it is noted that the priority afforded former owners by the Surplus 
Property Act of 1944, during the period of large-scale disposal of 
property following World War II, expired in 1950, Finally, such 
action would seem to also suggest the need for reevaluation of the 
policy of reserving mineral interests owned by the United States in 
ands which are conveyed pursuant to general or special statutory 
authority to States, local governments, and to institutions or organiza- 
tions for amounts less than the fair market value thereof. 

While the enactment of legislation of the scope of H. R. 4217 would 
have broad implications on existing national bey relating to manage- 
ment and disposal of mineral resources of the United States, the 
Department of the Army recognizes that its action in permitting 
the reservation of oil and gas rights in lands in certain reservoir 

rojects suggests the desirability of providing legislative authority 
or the reconveyance of oil and gas rights to other former owners 
whose property within these reservoirs was previously acquired, pro- 
vided the epartment of the Army first determines that the develop- 
ment, maintenance and operation of reservoir projects will not a 
impaired. However, it is concluded that unless revised, H. R. 4217 
would not accomplish this objective. This conclusion is based on the 
following observations: 

(a) H. R. 4217 is limited in scope to “land acquired for flood con- 
trol purposes.” The policy outlined above, as well as some of the 
legislative proposals which the Department of the Army has favorably 
considered, relate to multipurpose reservoir projects. 

(6) One of the conditions precedent to the conveyance of oil and 
fa and mineral interests by the Secretary of the Army to the person 
rom whom the Secretary of the Army acquired such land is that 
“no consideration was provided in the transfer or conveyance to the 
United States for oil and gas and mineral interests in such land.” In 
acquiring full fee simple title to lands for reservoir projects, the price 
paid, whether pursuant to contract or an award in condemnation, 
constitutes compensation for the estate acquired. Therefore, it 
appears that this requirement of the bill would limit its application 
to the relatively few instances in which the owner donated the prop- 
erty or any interest therein to the United States. 
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(c) A collateral condition precedent to the conveyance for which 
this bill provides is that the person from whom the Secretary of the 
Army acquired such land (or his successor in interest) makes appli- 
cation for such conveyance. In some instances, the owner of the fee 
title has conveyed mineral rights to others prior to the conveyance of 
the land to the United States, and it has been necessary for the 
United States to acquire any such mineral rights required for project 

s from the owner thereof. Therefore, unless this provision 
in the bill is amended, it appears that persons from whom the United 
States acquired the cot rights only would not be entitled to make 
application for reconveyance. 

d) If enacted, H. R. 4217 would constitute a directive to the 
Secretary of the Army to convey oil and gas and mineral rights with- 
out regard to the effect of such action on the development of flood 
control projects for the purposes for which they were authorized. 

(e) H. R. 4217 is sufficiently broad in scope to direct the conveyance 
of oil and gas and mineral rights in any land acquired prior to the date 
of its enactment and held by the United States on the date of enact- 
ment and would, therefore, provide for disposal of mineral interests 
which have been owned by the United States for many years and, in 
some instances, have been leased for exploration and exploitation by 
the Department of the Interior under existing mineral leasing laws. 

In order to provide authorization for adjustments in the title 
interests in band acquired for those reservoir projects to which the 
1951 policy has been applied, the Department of the Army would 
interpose no objection to the enactment of legislation such as that 
embodied in the inclosed draft bill. 

The fiscal effect of this measure cannot be readily ascertained at 
this time. 

The Bureau of the Budget advised with respect to an identical 
report on S. 1384, 84th Congress, a companion bill, that while there 
was no objection to the submission of that report to the Congress, it 
questioned whether applicability of the alternative bill attached 
hereto should be confined to lands within reservoir projects which 
were being acquired by the United States on January 1, 1951. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


A BILL To provide for the reconveyance of oil and gas interests in lands acquired 
by the United States for reservoir projects to former owners thereof, and for 
other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of the 
Army is authorized, when he determines that the exploration for or 
exploitation of oil and gas underlying lands within reservoir projects 
which were being acquired by the United States on 1 January 1951 will 
not be incompatible with the development, maintenance, and opera- 
tion of the reservoir project and that the reconveyance of any such oil 
and gas interests to the former owners thereof will be in the public 
interest, to convey such oil and gas interests to the former owner 
thereof (or his successor in interest) upon (1) application made by him 
within three years from the date of this Act, and (2) payment to the 
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United States of an amount which the Secretary shall determine to be 
the equivalent of the fair market value thereof. 

Sec. 2. Each conveyance of oil and gas interests under this Act 
shall contain such reservations, restrictions, terms and conditions as 
the Secretary determines are necessary for the development, main- 
tenance, and operation of the reservoir project. 


O 





LINIVERSITY OF MICHIGAN LIBRARIES 

















841TH CONGRESS } HOUSE OF REPRESENTATIVES ~ { ReEporr 
2d Session No. 2576 





AMENDING TITLE 18, UNITED STATES CODF, TO AUTHORIZE THE 
ENFORCEMENT OF STATE STATUTES PRESCRIBING CRIMINAL 
PENALTIES FOR SUBVERSIVE ACTIVITIES 





Jury 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H., R. 3} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3) to establish rules of interpretation governing questions of 
the effect of acts of Con on State laws, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 


Strike all of the language following the enacting clause and insert 
in lieu thereof the following: 


That (a) chapter 115 of title 18, United States Code, is amended by adding at the 
end thereof the following new section: 


“§ 2392. Enforcement of State statutes 


“Except to the extent specifically provided by any statute hereafter enacted 
by the Congress, the enactment of (a) any provision of law contained in this 
chapter or in chapter 37, 67, or 105 of this title, (b) the Subversive Activities 
Control Act of 1950, (c) the Communist Control Act of 1954, or (d) any other 
Act of Congress heretofore or hereafter enacted which prescribes any criminal 
penalty for any act of subversion or sedition against the Government of the 
United States or any State of the United States, shall not prevent the enforcement 
inthe courts of any State of any statute ofsuch State prescribing any criminal penalty 
for any act, attempt, or conspiracy to commit sedition against such State or the 
United States, or to overthrow the Government of such State or the Government 
of the United States. 

“As used in this section, the term ‘State’ includes any State of the United 
— oy he of Alaska, the Territory of Hawaii, and the Commonwealth 
of Puerto Rico. 


_ (b) The analysis of chapter 115 of title 18, United States Code, is amended by 
inserting at the end thereof the following new item: 


“2392. Enforcement of State statutes.” 


ean EeOCITY AL MICHIGAN LIBRARIES 











EDS epatininmemp nts 








2 AMEND TITLE 18, UNITED STATES CODE 





Amend the title to read: 


A bill to amend title 18, United States Code, to authorize the enforcement of 
State statutes prescribing criminal penalties for subversive activities, 


PURPOSE 


The purpose of the amendatory language proposed by the committee 
is to add a new section to chapter 115 of title 18, United States Code, 
providing that the enactment of anv Federal law prescribing a criminal 
penalty for subversion or sedition against the United States or any 
State shall not prevent the enforcement of State statutes prescribing 
criminal penalties for any act, attempt, or conspiracy to commit 
sedition against the State or the United States, or prescribing criminal 
penalties for any act, attempt, or conspiracy to overthrow the 
government of the State or of the United States. 


STATEMENT 


The sequence of world events and in particular the growth of the 
threat of the Communist.conspiracy against our Nation have prompted 
the Congress to enact laws dealing with subversion. The Smith Act 
(54 Stat. 670), provided penalties for advocacy of the overthrow of 
Federal, State, or local governments by force and violence, and for 
the organization of, or membership in a group which advocates such 
an overthrow of those governments. These provisions have since 
been included in section 2385 of codified tithe 18 of the United States 
Code. The general conspiracy provisions found in section 371 of 
the same title provide penalties for conspiracy to commit any of those 
offenses. The Internal Security Act of 1950 (64 Stat. 987, 50 U.S. C. 
781 et seq.), relates to problems presented by the activities of Com- 
munist-action organizations, and Communist-front organizations. 
The Communist Control Act of 1954 (68 Stat. 775), is a recent enact- 
ment which demonstrates the continuing concern of the Congress 
with subversive activities. 

The States of our Union have been just as vigilant concerning this 
threat, and have accordiogly enacted laws to meet it. This is demon- 
strated by the fact that 42 of the States plus Alaska and Hawaii 
have statutes which prohibit advocacy of the violent overthrow of 
established government and provide penalties for acts of sedition 
or subversion. 

The recent decision of the Supreme Court of the United States in the 
case of Pennsylvania v. Nelson.(350 U.S. 497), dealt specifically with 
the relationships between State and Federal laws concerning sedition 
and subversion. That decision examined the Federal laws in this 
field and concluded that Congress had intended to occupy the field 
of sedition. The Court stated concerning the Federal statutes: 


Taken as a whole, they evince a congressional plan which 
makes it reasonable to determine that no room has been left 
for the States to supplement it. 


In the course of its analysis of the Federal statutes the Court observed 
that in this instance the Congress had not stated specifically whether 
or not the Smith Act was intended to occupy the field. 
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The relationship between State and Federal laws has been carefully 
considered by this committee. The Pennsylvania Supreme Court 
decision in the case of Pennsylvania v. Nelson (377 Pa. 58, 104 A. 
2d 133) was one of the factors which influenced the introduction of 
H. R. 3, and this is the same case which has been referred to in the 
previous eas dl gar Subcommittee No. 1 of this committee held 
hearings on H. R. 3 and several related bills which were also con- 
cerned with this aspect of the relationship between the State and 
Federal legislation. On the basis of those hearings and after full 
consideration and study, the committee decided to recommend legis- 
lation limited to the specific area of subversion and sedition. The 
more general approach taken by H. R. 3 as originally introduced 
dealt with the whole span of relationships between State and Federal 
laws. 

Problems concerning the relation of the Federal and State Govern- 
ments were the prime subjects of discussion at the time of the adoption 
of our Constitution, and down through the years new situations have 
occurred which have given rise to similar problems. In each case the 
problems had to be met and dealt with in accordance with the demands 
of each individual set of circumstances. It appears questionable that 
a formula could be found that would serve to define in all instances 
just how the relationship between State and Federal laws should be 
interpreted. ‘This is recognized in the Nelson decision itself. There 
the court observed that courts have utilized different criteria as a 
basis for finding whether or not the Federal law does in fact supersede 
State law in a specific instance. The court in that decision quoted as 
follows from the earlier case of Hines v. Davidowitz (312 U.S. 52, 67) 
in order to describe some of those criteria: 


Et his Court, in considering the validity of State laws in the 
ight of * * * Federal laws touching the same subject, has 
made use of the following expressions; conflicting ; contrar 
to; occupying the field; repugnance; difference; irreconcil- 
ability; inconsistency; violation; curtailment; and _ inter- 
ference. But none of these expressions provides an infallible 
constitutional test or an exclusive constitutional yardstick. 
In the final analysis, there can be no one crystal clear 
distinctly marked formula. 


The broad coverage provided bv the language of H. R. 3 as originally 
introduced would also make it difficult to describe precisely the effect 
which that language would have if it should be enacted into law. 

As a result the committee determined to recommend that H. R. 3 
be amended to provide concurrent jurisdiction for Federal laws 
relating to the specific area of sedition and subversion. It was clearly 
demonstrated in the course of the hearings on this bill that this is the 
field which most urgently requires clarification, and where it appears 
that concurrent jurisdiction will best serve the purpose of effective 
law enforcement. It is important to note that the Department of 
Justice has found that State governments can work easily and well 
with the Federal Government to control sedition and subversion, and 
that experience has demonstrated that such a dual system of sover- 
eignty has the necessary flexibility to meet the problems arising in 
those fields of law enforcement. Such a system operates so that the 
efforts of the State and Federal Governments serve to supplement 
each other. It is of particular interest in this connection to refer to 
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the Department of Justice report which favored the enactment of 
legislation embodying the provisions contained in the committee 
amendment to H. R. 3 as described in this report.. The views of the 
Department of Justice are contained in its report to this committee 
on the bill H. R. 11341, and the language of that bill is identical to 
that of the committee amendment to H. R. 3. The Department of 
Justice report is as follows: 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATroRNEY GENERAL, 
Washington, D. C., May 25, 1956. 
Hon. Emanve. CELier, 
Chairman, Committee on the Judiciary, 
House of Representatives, 
Washington, D. C. 

Dear Mr. CuairMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 11341) 
to amend title 18 United States Code, to authorize the enforcement 
of State statutes prescribing criminal penalties for subversive 
activities. 

The bill would amend title 18 of the United States Code by adding 
a new section to chapter 115, which deals with ‘Treason, Sedition, 
and Subversive Activities.” It would provide that except as Congress 
hereafter provides to the contrary any act of Congress heretofore or 
hereafter enacted, including any provision in chapter 37, 67, 105 or 
115 of title 18 of the United States Code or of the Subversive Ac- 
tivities Control Act of 1950 or the Communist Control Act of 1954, 
which prescribes a criminal penalty for any act of subversion or 
sedition against the Government of the United States or any State, 
shall not prevent the enforcement in the State courts of any State 
statute prescribing a criminal penalty for “any act, attempt, or con- 
spiracy to commit sedition against such State or the United States, 
or to overthrow the Government of such State of the Government 
of the United States.” As used in the proposal the term “State’’ 
would include Alaska, Hawaii and Puerto Rico. 

As a consequence of the Supreme Court’s recent decision in the 
case of Commonwealth of Pennsylvania v. Nelson, State sedition laws 
have been precluded from operation. In that case, the Court pointed 
out that ‘Where, as in the instant case, Congress has not stated 
specifically whether a Federal statute has occupied a field in which 
the States are otherwise free to legislate, different criteria have fur- 
nished touchstones for decision.” e Court, in applying the pertinent 
touchstones, reached the conclusion that Congress ‘‘intended to occupy 
the field of sedition {and that] no room has been left for the States to 
supplement it.’’ Enactment of the bill would express the intent of 
the Congress that the States may exercise concurrent power to punish 
acts of sedition or advocacy of the violent overthrow of organized 
government committed within their respective borders. 

Under well-recognized constitutional principles the “supremacy 
clause” of the Constitution has been interpreted to mean that any 
provision of State law must yield to Federal law if it is in direct and 
positive conflict and irreconcilable with the Federal law. This, of 
course, holds true only in the areas in which the Federal Government 
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has constitutional authority to act. However, it is within the con- 
stitutional prerogative of the Congress to determine the extent, if 
any, to which it intends that the State law must yield to national law. 
Thus, unless there is left an irreconcilable conflict between a part of a 
State law and the Federal statute, both would be effective in their 
respective areas. There can be no question of the paramount, although 
not exclusive, interest of the Federal Government in the prevention 
of sedition and advocacy of violent overthrow of government, and if 
Congress considers it in the public interest to do so it may expressly 
displace State laws on these subjects. The converse is also true and 
Congress may elect to share its power in this area. This Department 
believes that the Congress Cala da so. 

Some time ago the Attorney General stated publicly that, ‘“Expe- 
rience has shown that both in theory and in result this dual system of 
sovereignty possesses the necessary degree of flexibility to meet the 
crises of the present and future as successfully as it has met them in 
the past.” Earlier, the Department of Justice took the position in 
the Nelson case that “the available direct evidence strongly indicates 
that Congress intended to leave State legislation unaffected.””’ The 
Court did not agree with that position. 

It is the view of the Departmet of Justice that in the fields of sedi- 
tion and subversion, the Federal and State Governments can work to- 

ether easily and well, supplementing each other with that degree of 

exibility to which the Attorney General referred. This legislation 
would clearly express the congressional intent that such cooperation 
between the Federal and State Governments in this field is to be en- 
couraged, 

The Department of Justice favors enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 


Wituram P. Rogers, 
Deputy Attorney General. 


As stated above, the amendment to H. R. 3 recommended by this 
committee deals specifically with the subject of Federal-State relation- 
ships in connection with laws relating to subversion against the gov- 
ernments of the States and the Government of the United States. 
In recommending this amendment this committee recognizes the 
interests and rights of the individual States to deal with criminal acts 
of that category within their respective jurisdictions. It has con- 
cluded that the most effective way to meet the threat of subversion 
and sedition, is to make it clear that Congress recognizes the right 
and the power of each State to enforce criminal penalties for acts, 
attempts, or conspiracies to commit sedition against that State or the 
United States, or for acts, attempts, or conspiracies to overthrow the 
government of the State or of the United States. 

The adverse report of the Department of Justice to this committee 


concerning the language of H. R. 3 as originally introduced is as 
follows: 
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DEPARTMENT OF JUSTICE, 
Orricr oF THE Deputy ATTORNEY GENERAL, 


Washington, June 27, 1956. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 3) to 
establish rules of interpretation governing questions of the effect of 
acts of Congress on State laws. 

The bill would provide that no act of Congress shall be construed as 
occupying the field in which such act operates, to the exclusion of 
State laws on the same subject, without express provision to that 
effect. It would further provide that no State law shall be construed 
as invalidated by an act of Congress, unless there is such a direct and 
positive conflict between an express provision of such act and such 
provision of the State law so that the two cannot be reconciled or con- 
sistently stand together. 

It is understood that the bill is intended to meet a situation exempli- 
fied by the decision of the Pennsylvania Supreme Court in the case of 
Commonwealth v. Nelson (104 A. 2d 133 (January 25, 1954)), holding 
that a conviction under Pennsylvania law of sedition against the 
United States could not be sustained because the Smith Act (18 
U.S. C. 2084-85), by defining sedition against the United States and 
prescribing punishments therefor, had suspended the operation 
of the State sedition law. 

The rule of interpretation proposed in the bill would radically change 
the rules applied by the courts since the early days of this country to 
one major aspect of the problem of concurrent Federal and State 
jurisdiction in certain areas. See Gibbons v. Ogden (9 Wheat. 1). 
Under the Constitution, certain powers may validly be exercised 
either by the Federal Government or by the States, until ‘Congress 
shall see fit to act upon the subject’ Ex parte McNiel (80 U. S. 236, 
240). Enactment of a Federal ened however, excludes the State act 
from the field occupied by the Federal statute. Since the “Constitu- 
tion, and the Laws of the United States which shall be made in Pur- 
suance thereof * * * shall be the supreme Law of the Land * * *” 
(Constitution, art. VI), “where the United States exercises its power 
of legislation so as to conflict with a regulation of the State, either 
specifically, or by implication, the State legislation becomes inoperative 
and the Federal legislation exclusive in its application’ Cloverleaf Co. 
v. Patterson (315 U.S. 148). 

The principal area of Federal legislation involved is that under the 
commerce clause, although problems of concurrent jurisdiction might 
well arise in any field of Federal operation. In recent times, the 
Federal legislation on labor-management relationships affecting 
interstate commerce has been the subject of litigation under the su- 

remacy clause (Allen-Bradley Local v. Board (315 U.S. 740); Hil v. 

orida (325 U.S. 538); Garner v. Teamsters, Chauffeurs, and Helpers 
Local Union No. 776 (346 U. S. 485)). Conflict problems have also 
been raised recently in connection with the Federal exercise of war 

owers in price-control legislation, Case v. Bowles (327 U.S. 92), and 
Federal control over aliens under the foreign relations and immigration 
powers (Hines v. Davidowitz (312 U. S. 52); Takahashi v. Fish and 
Game Commission (334 U.S. 410)). 
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Under the present rules of interpretation, the courts look to the 
purpose and scope of the Federal legislation to determine as a matter 
of fact whether there is such a conflict or likelihood of conflict that 
the State law must be overridden by the Federal (Cloverleaf Co. v. 
Patterson (315 U.S. 148)). Enactment of the bill would require the 
courts to look first to the provisions of the Federal legislation to find 
an express statement of intention to occupy the field, and then to its 
scope and Sp et to find that there is an actual, direct and positive 
conflict. If this intention and this conflict are present, then a court 
could regard the Federal legislation as excluding the State legislation, 
but not otherwise. Thus, the effect of the bill might be to attempt to 
subordinate the Federal legislation to the State law, despite the specific 
constitutional provision that Federal law, under the Constitution, 
“shall be the supreme Law of the Land.” 

With respect to future legislation, the rule proposed by the bill 
would create some problems of draftsmanship, to insure that the pre- 
cise intent of Congress in this respect be fully expressed. An addi- 
tional burden on the legislative process implicit in the bill would be the 
requirement that study be given to the legislation that may exist in 
any State in an area of contemplated Federal action, and that there 
be a detailed outlining of any area which Congress intends Federal 
law to occupy. In fact, one immediate and important result of this 
bill would be to require the Con as a practical matter to review 
the very substantial body of Federal statutes enacted in areas where 
Federal-State conflicts are possible, to determine which of such statutes 
~oogn be amended by the express provision as to occupation of the 

eld. 

More importantly, by its application indiscriminately to all Federal 
statutes whenever enacted, this bill would create great confusion in 
important areas, raising difficult and substantial legal and practical 
problems. It would require persons who are operating in full con- 
formity to Federal statutes which wholly govern their field of opera- 
tions, suddenly to conform their operations as to the rules of each of 
the States in which those operations may be conducted. Under 
this arrangement, a railroad clearly operating in interstate commerce 
and in full conformity to Federal safety requirements, might find it 
necessary, under threat of criminal punishment, to conform to wholly 
different standards asserted by any one or more of the States in which 
it operated. Indeed, in that case it might well find that the require- 
ments of Federal and State law are wholly incompatible and be unable 
to comply with both. 

Besides the question of the constitutional authority of the Congress 
to enact such a provision, the breadth of its application raises serious 
legal and practical problems, not only for those who administer the 
laws, but more particularly for those who must obey them. Under 
these circumstances it would appear that, where the Congress deems 
it appropriate to limit the operation of Federal laws to permit State 
activity, it would be more effective to amend each such law specifi- 
cally to eliminate the possibility of conflict with the State statutes 
rather than by the enactment of blanket legislation, to throw into 
doubt operations in many areas to an extent presently unpredictable. 

In view of the foregoing considerations, the Department of Justice 
is unable to recommend the enactment of the bill. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 
Sincerely, 
WituraM P. Rocers, 
Deputy Attorney General. 


Another adverse report received by the committee concerning the 
language of H. R. 3 as originally introduced was that of the Interstate 
Commerce Commission, which is as follows: 


INTERSTATE COMMERCE CoMMISSION, 
Washington, D. C., April 17, 1956. 
Hon. EMANvEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear CHarnMAN CeLLER: Your letter of April 29, 1955, addressed 
to the Chairman of the Commission and requesting a report and com- 
ment on a bill, H. R. 3, introduced by Congressman Smith of Virginia, 
to establish rules of interpretation governing questions of the effect of 
acts of Congress on State laws, has been referred to our Committee 
on Legislation. Your subsequent letter of July 26, 1955, requesting 
comment on a proposed substitute therefor has also been referred to 
our Committee on Legislation, and after careful consideration by that 
committee of both the original bill and the proposed substitute, I am 
authorized te submit the following comments in its behalf: 

The texts of the original bill and the proposed substitute are con- 
solidated below for convenience of comparison and reference. All 
proposed additions to the original bill are italicized, and all deletions 
therefrom are shown in brackets: 

“Be it enacted * * * That no future Act of Congress shall be con- 
strued as indicating an intent on the t of Congress to occupy the 
field in which such Act operates, to the exclusion of [all] any State 
laws on the same subject matter, unless such Act contains an express 
provision to that effect. Even with such express provision no future 
Act of Congress shall be construed as invalidating a provision of State 
law which would be valid in the absence of such Act unless there is in- 
volved a power expressly granted to the Federal Government by the Con- 
stitution of the United States. No prior Act of Congress shall be con- _ 
strued [as invalidating a provision of State law which would be valid 
in the absence of such Act] to supersede States laws by implication 
unless there is a direct and positive conflict between an express pro- 
vision of such Federal Act and such provision of the State law so that 
the two cannot be reconciled or consistently stand together.” 

The bill and the proposed substitute are couched in such general 
terms that it is difficult to appraise fully the probable effect thereof 
on the functions which Co has delegated to this Commission in 
the Interstate Commerce Act and the various supplementary and 
related acts which its administers. There is no general provision in 
any of the four parts of the Interstate Commerce Act to the effect 
that Congress has occupied the field in which the respective part 
operates to the exclusion of State laws on the same subject matter. 

here are, however, several sections in the Interstate Commerce Act 
and related acts which do contain rules of exclusion with respect to 
State laws. Briefly, these are sections 5 (11) and 20b (5) of the 
Interstate Commerce Act (49 U.S. C. 5 (11) and 20b (5)), relating to 
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the unifications of rail, motor, and water carriers and to the voluntary 
modification of railroad financial structures, respectively; sections 
13 (4) and 406 (f) (49 U. S. C. 13 (4) and 1006 (f)), providing that 
intrastate rates of rail carriers and freight forwarders which discrimi- 
nate against interstate commerce eet superseded by order of the 
Commission; sections 20a (7) and 214 (49 U.S. C. 20a (7) and 314), 
respecting the issuance of securities by rail and motor carriers, re- 
spectively; and section 77 (f) of the Bankruptcy Act (11 U. S. C. 
205 (f)) respecting the carrying out of railroad reorganization plans 
which have been approved by the Commission and approved and 
confirmed by the court. 

The Interstate Commerce Act may be amended in the future in 
material respects as has been done on numerous occasions in the past. 
In the enactment of such future amendments, it is possible that 
Congress may not include therein rules of exclusion such as those 

rovided for in the proposed substitute bill, Such amendments, 

owever, would be “future Acts of Congress” within the meaning 
of the — substitute. It is not clear from the text of the pro- 
posals how such amendments of Os ere existing statutes should be 
interpreted. If the section of the act proposed to be amended con- 
stitutes a previous occupation by Congress of a particular field, 
and the proposed amendatory provisions would constitute a further 
occupation of the same field or would qualify the previous occupation 
thereof, it is not clear what the absence of an exclusionary rule from 
such future amendment would mean in situations arising either prior 
to the amendment or subsequent thereto. 

The proposed measure, in both its original and substitute form, 
would introduce a new concept into the principles of constitutional 
law in this country respecting the supremacy of Federal law over 
State law where the two are incompatible. The supremacy of 
Federal law over State law under the supremacy clause in article 6, 
clause 2, of the United States Constitution has been judicially de- 
veloped and established over a period of many decades. Ever since 
Gibbons v. Ogden (9 Wheat. 1 (1824)), the courts have been testing 
the validity of State laws under the supremacy clause on the basis 
of whether they actually encroach upon subjects of Federal power 
(except when laws governing matters of purely local concern involve 
only incidental encroachments upon Federal power), and not upon 
the presence or absence of an express declaration by Congress, where 
the Federal powers have been exercised, of an intent to occupy the 
field to the exclusion of the States. An exhaustive review of cases 
and principles involving Federal supremacy over Stste enactments 
~ wane: in Southern Pacifie Co. v. Arizona (325 U.S. 761, 766-783 
1945)). 

The proposed measure, however, would make the validity of State 
laws under the supremacy clause dependent not upon an actial con- 
flict with future Federal legislation in the same field, but upon whether 
Congress in exercising its powers, expressly declared its intention to 
occupy the field to the exclusion of State laws on the same subject 
niatter. Such a cera appears to be aimed at a diminution of the 
existing powers of the courts to assert Federal supremacy over State 


laws. e proposed substitute, however, would go even further. 
Under its provisions, even an e declaration by Congress of an 
intent to occupy a particular field to the exclusion of the States 
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would not invalidate conflicting State laws on the same subject 
matter, if otherwise valid in the absence of the Federal act, ess 
there was “involved a power expressly granted to the Federal Govern- 
ment by the Constitution of the United States.” It is not entirely 
clear what is intended by the use of the word “involved” in this pro- 
posed provision. It seems susceptible to an interpretation which 
would minimize, if not scrap, the doctrine of implied powers as laid 
down in McCulloch v. Maryland (4 Wheat. 316. (1819)). Since, 
however, the exercise of an implied power would necessarily “involve” 
an express power, the intent of the provision may raise the question 
of the extent to which an express power must. be involved. 

It has long been recognized that the Federal Government, being 
a Government of enumerated powers, is a Government of limited 
powers, but that within its sphere, its authority is supreme. There 
is no provision in the Constitution requiring that the authority exer- 
cised y the Federal Government pursuant to its enumerated powers 
be spelled out in detail. On the contrary, section 8 of article 1 of the 
Constitution gives Congress the power “To make all laws which shall 
be necessary and proper for carrying into execution the foregoing 
powers and all other powers vested by this Constitution in the Govern- 
ment of the United States, or in any Department or Officer thereof.” 

Ever since McCulloch v. Maryland, supra, it has been consistently 
held that the Federal Government may exercise not only those 
powers specifically enumerated in the Constitution, but also such 
implied powers as are necessary and proper in the exercise of the 
enumerated powers. In Houston & Teras Ry. v. United States (234 
U. S. 342) (popularly known as the Shreveport Rate case), the 
Supreme Court held that the Federal Government acting through 
this Commission had the authority to require changes in intrastate 
rates in order to remove unjust discrimination or undue prejudice 
against interstate commerce. In so holding, the Court stated ‘‘Con- 
gress is empowered to regulate, that is, to provide the law for the 
government of interstate commerce; ‘all appropriate legislation’ for 
its ‘protection and advancement’ * * *? Subsequently, in 1920, 
specific statutory provisions relating to this power were incorporated 
into section 13 of the act. In so amending section 13, Congress 
recognized and incorporated in legislative enactment the principle of 
the Shreveport case (Board of R. Commrs. of North Dakota v. The 
Great Northern Ry. Co., 281 U.S. 412). This amendment to section 
13 specifically provides that intrastate rates of rail carriers which 
discriminate against interstate commerce may be superseded by an 
order of the Commission prescribing intrastate rates which remove 
such discrimination (49 U.S. C., sec. 13 (4)). A similar provision is 
contained in section 406 (f) of part IV of the act relating to freight 
forwarders (49 U.S. C., sec. 1006 (f)). 

Since there is no express power in the Constitution respecting 
Federal authority over intrastate rates, such authority must neces- 
sarily be found in the ecommerce and the necessary and proper clauses 
to, as stated in the Shreveport case, “enact ‘all appropriate legislation’ 
for the ‘protection and advancement’ ”’ of interstate commerce. 


bd 


therefore, the proposed measure were enacted and an occasion should 
arise in the future where Congress deemed it necessary and desirable 
to enact legislation relating to some phase of intrastate commerce 
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because that phase may have become, as in the case of intrastate 
rates, a means discriminating against interstate commerce, it would 
appear that even though Congress expressly declared its intent “to 
oceupy the field’’, its action would not operate to invalidate incom- 
patible State laws since the new enactment may not have involved, 
to the extent contemplated in the proposed substitute bill, the exercise 
of an express power granted to the Federal Government by the Con- 
stitution of the United States. Conflicting Federal and State laws 
would thus be permitted to coexist. Such a result, in our opinion, 
could hardly have been contemplated by the framers of the Constitu- 
tion in view of the supremacy clause. It could only lead to utter 
confusion and give rise to intolerable situations. 

The last sentence of the original bill provides that, ‘““No Act of 
Congress shall be construed as invalidating a provision of State law 
which would be valid in the absence of such Act unless there is a 
direct and positive conflict between an express provision of such Act 
and such provision of the State law so that the two cannot be recon- 
ciled or consistently stand together’. (Emphasis supplied.) The 
only material change which would be made in this language by the 
proposed substitute would be to restrict the application of the provi- 
sion to prior acts of Congress. The insertion therein of the words 
“by implication” would only serve to emphasize what appears to be 
the principal purpose of the provision (i. e., to preclude the invalida- 
tion of State laws by implication) since under either of the proposed 
measures there would have to be a conflict between an express provi- 
sion of a Federal Act and a State law in order for a State law to be 
invalidated by implication. 

It has been established that legislative authority may be limited 
by restrictions which are impliedly im d. (See 11 Am. Jur. 897 
footnote 13, for numerous citations.) he Supreme Court has stated, 
however, that the exercise of Federal power will not be presumed to 
supersede the exercise of State power unless there is a clear manifes- 
tation of intention to do so, and further, that the exercise of Federal 
supremacy is not lightly to be presumed (Schwartz v. Texas, 344 U.S. 
199, 97 L. ed. 231, 73 S. Ct. 232 (and cases cited therein)). 

It therefore appears that, under either of the proposed measures, 
although Congress may have clearly manifested its intent to take a 
particular course of action, such intent may be frustrated only because 
of the absence of a conflict between an express provision of the Federal 
act and the State law. Here again, the result would be the coexistence 
of conflicting Federal and State laws which, as stated above, would 
produce confusion and uncertainty in the law. It would also result 
in a further weakening of the supremacy clause. Enactment of either 
measure would enable a State to circumvent a Federal act merely by 
enacting a State law which, although inconsistent with the Federal 
act, would not conflict with an express provision of the Federal act. 

We recognize that the proposed measures would be as equally far 
reaching in effect in fields other than in those herein discussed. Our 
comments, however, have been confined, for the most part, to matters 
upon which we feel qualified to express a helpful opinion on the basis 
of our experience in the regulation of transportation. 
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For the reasons hereinbefore stated, we recommend against the 
enactment of either H. R. 3 or the proposed substitute. 
Respectfully submitted. 
ComMMITTEE ON LEGISLATION, 
Antuony Arpaia, Chairman. 
J. M. Jounson, 
Owen CLARKE. 


The report of the United States Department of Labor indicates 
agreement with the adverse report of the Department of Justice 
concerning the language of H. R. 3 as originally introduced, and 
urges that questions in the area of statutes dealing with labor- 
management relations be considered separately and that this area 
should not be attempted to be dealt with by a bill of general applica- 
tion. That report is as follows: 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, July 21, 1956. 
Hon. EMANvEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear ConGressMAN CELLER: This is in further response to your 
request for an expression of my views on H. R. 3, a bill to establish 
rules of interpretation governing questions of the effect of acts of 
Congress on State laws. 

The Deputy Attorney General submitted a report on this bill under 
date of June 27, 1955. In general I join in the views expressed in 
this report. I am particularly concerned with the confusion and 
legal and practical problems referred to in the report of the Deputy 
Attorney General insofar as they affect the administration and en- 
forcement of Federal labor-management relations statutes. As the 
President indicated in his January 11, 1954, message to the Congress 
on legislation affecting labor-management relations there is & need for 
clarification of jurisdiction between the Federal and the State Gevern- 
ments in this field. This clarification should be effected, however, 
within the framework of labor-management relations law and not by 
a bill, such as H. R. 3, of general application. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 


James P, MitcHe.u, 
Secretary of Labor. 


After careful study of the matters presented in the hearings, and full 
consideration of the ein raised in the various reports, the com- 
mittee recommends tha 
considered favorably. 


t the bill as amended by the committee be 











MINORITY VIEWS ON H. R. 3, AS AMENDED 


The enactment of H. R. 3, as amended, in effect would minimize the 
national importance of a properly directed program to attack the com- 
pelling problem of sedition in these United States. The Congress has 
acted consistently legislating in this field. Approximately 70 prose- 
cutions for seditious acts have been undertaken by the National 
Government. No session has gone by since 1940 that the Congress 
has not passed relevant legislation pertaining to this area. Its na- 
tional importance has been emphasized by the creation of a standing 
committee in the House, namely the Un-American Activities Com- 
mittee, and the constant operation of the subcommittee of the Senate 
Judiciary Committee, the Internal Security Subcommittee. Con- 

essional appropriations and executive appropriations have run into 

uge sums to assure national concern with subversive activities. 

“he national character of the problem has further been recognized 
by the creation in this Congress of the Commission on Internal Secur- 
ity. We do mischief to its importance to national defense if, by 
enacting this legislation, we withdraw the exclusive feature of Federal 
concern with this problem. We must ask ourselves, is the protection 
of the Government against seditious conspiracy and subversion a vital 
part of national defense? If the answer is yes—and I believe we must 
all agree to that—then we cannot fragment that part of national de- 
fense into 48 different modes of procedure; we cannot court 48 different 
criteria, we cannot court 48 different methods of enforcement. 

As J. Edgar Hoover has said, ‘Meeting the spy, saboteur, and the 
subverter is a problem that must be handled on a nationwide basis.” 
The States have ample authority to act in this field against conspiracies 
to overthrow State governments. Nothing in existing law or in any 
Supreme Court decision says to the contrary. But the advocacy of 
the overthrow of the National Government must be left to national 
authority, to congressional surveillance, and to national enforcement 
policies if the balanced structure of our Government is not to be 
damaged. 

Can we say, in light of our present knowledge, that sedition aimed 
against the overthrow of our Government is a matter for local enforce- 
ment? Can we permit the national concern in this vital area to be 
diluted by the activities of 48 different States crowding into the field? 
Our objective at all times must be to strike a balance between the 
evil of seditious conspiracy and subversion and the constitutionally 
guaranteed civil liberties of our citizenry. Only a national program 
consistent and centralized can do that. 

There is sufficient evidence before us to know that ambitious men 
in the various States have seized upon this area and in their own self- 
interest have overridden the consideration of the kind of balance we 
seek. We can ill afford to have small Un-American Activities Com- 
mittees in various States enter into competition with a standing com- 
mittee of the House to examine into this area. Nor, in the interest 
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of national defense, can we have 48 State legislatures competing with 
the Congress of the United States in attacking the problem which is 
interstate by its very nature. Nor can we afford to brook interference 
with the work of the Federal Bureau of Investigation in this area. 
This is a problem which must have a centralized and coordinated 
attack. By shooting in all directions we can miss the target. 

Enactment of this legislation would be inherently inconsistent with 
the emphasis we have placed on the nationally dangerous character 
of sedition and seditious conspiracy. 

We in Congress owe a duty to the country through proper legisla- 
tion and the administration owes a duty through proper enforcement 
to protect this country against sedition and subversion. It is a na- 
tional responsibility and we cannot discharge ourselves of that respon- 
sibility by saying, ‘Let the States do it,’”’ each State according to its 
own light, each State in its own way without regard to coherence or 
consistency. 

I direct the attention of the Congress to a portion of the majority 
opinion in the case of Commonwealth of Pennsylvania, Petitioner, v. 
Steve Nelson: 

Congress has devised an all-embracing program for re- 
sistance to the various forms of totalitarian aggression. 
Our external defenses have been strengthened, and a plan 
to eligi against internal subversion has been made by it. 

It has appropriated vast sums, not only for our own pro- 
tection, but also to strengthen freedom throughout the world. 
It has charged the Federal Bureau of Investigation and the 
Central Intelligence Agency with responsibility for intelli- 

ence concerning Communist seditious activities against our 
Gévethnank, and has denominated such activities as part of 
a world conspiracy. It accordingly proscribed sedition 
against all government in the Nation—national, State and 
local. Congress declared that these steps were taken ‘“‘to 
provide for the common defense, to preserve the sovereignty 
of the United States as an independent nation, and to guaran- 
tee to each State a republican form of government. * * *” 
Congress having thus treated seditious conduct as a matter 
of vital national concern, it is in no sense a local enforcement 
problem. As was said in the court below: 

“Sedition against the United States is not a local offense. 

Tt is a crime against the Nation. As such, it should be prose- 
cuted ard punished in the Federal courts where this de- 
fendant has in fact been prosecuted and convicted and is 
now under sentence. It is not only important but vital that 
such prosecutions should be bole veky within the control 
of the Federal Government * * *.” 

* * * enforcement of State sedition acts presents a serious 
danger of conflict with the administration of the Federal 
program. Since 1939, in order to avoid a hampering of uni- 
form enforcement of its program by sporadic local prosecu- 
tions, the Federal Government has urged local authorities not 
to intervene in such matters, but to turn over to the Federal 
authorities immediately and unevaluated all information 
concerning subversive activities. 
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The President made such a request on September 6, 1939, 

” when he placed the Federal Bureau of Investigation in 

charge of investigation in this field: 

d “The Attorney General has been requested by me to 
instruct the Federal Bureau of Investigation of the Depart- 

h ment of Justice to take charge of investigative work in” 
matters relating to espionage, sabotage, and violations of 

the neutrality regulations. 

“This task must be conducted in a comprehensive and 
effective manner on a national basis, and all information 
must be carefully sifted out and correlated in order to avoid 
confusion and irresponsibility. ' 

“To this end I request all police officers, sheriffs, and all 
other law enforcement officers in the United States promptly 
to turn over to the nearest representative of: the Federal 
Bureau of Investigation any information obtained by them 
y relating to espionage, counterespionage, sabotage, subver- 
sive activities and violations of the neutrality laws.” 

And in addressing the Federal-State Conference on Law 
Enforcement Problems of National Defense, held on August 
) and 6, 1940, only a few weeks after the passage of the Smith 
(ct, the Director of the Federal Bureau of Investigation said: 

“The fact must not be overlooked that meeting the spy, 
the saboteur and the subverter is a problem that must be 
handled on a nationwide basis. An isolated incident in the 
Middle West may be of little significance, but when fitted 
into a national pattern of similar incidents, it may lead to an 
important revelation of subversive activity. It is for this 
reason that the President requested all of our citizens and 
law-enforcing agencies to report directly to the Federal 
Bureau * of’ ‘livestigation any complaints or infofmation 
dealing with espionage. sabotage or subversive activities. 
In such matters, time is of the essence. It is unfortunate 
that in a few States efforts have been made by individuals 
not fully acquainted with the farflung ramifications of this 

roblem to interject superstructures of agencies between 
o¢al law enforcement end the FBI to sift what might be vital 
information, thus delaying its immediate reference to the 
FBI. This cannot be, if our internal security is to be best 
served. ‘This is no time for redtape or amateur handling of 
such vital matters. There must be a direct and free flow of 
contact between the local law enforcement agencies and the 
FBI. The job of meeting the spy or saboteur is one for ex- 
perienced men of law enforcement.” 

Moreover, the Pennsylvania statute presents a peculiar 
danger of interference with the Federal program. For, as the 
Court below observed: 

“Unlike the Smith Act, which can be administered only by 
Federal officers acting in their official capacities, indictment 
for sedition under the Pennsylvania statute can be initiated 
upon an information made by a private individual. The 
opportunity thus present for the indulgence of personal 
spite and hatred or for furthering some selfish advantage or 
ambition need only be mentioned to be appreciated. De- 
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fense of the Nation by law, no less than by arms, should be a 
public and not a private undertaking. It is important that 
punitive sanctions for sedition against the United States be 
such as have been poosiulenter by the central governmental 
authority and administered under the supervision and review 
of that authority’s judiciary. If that be done, sedition will 
be detected and punished, no less, wherever it may be found, 
and the right of the individual to speak prety and without 
fear, even in criticism of the Government, will at the same 
time be protected.” 

In his brief, the Solicitor General states that 42 States plus 
Alaska and Hawaii have statutes which in some form prohibit 
advocacy of the violent overthrow of established government. 
These statutes are entitled antisedition statutes, criminal 
anarchy laws,.criminal syndicalist laws, and so forth. Al- 
though all of them are primarily directed against the over- 
throw of the United States Government, they are in no sense 
uniform. And our attention has not been called to any case 
where the prosecution has been successfully directed against 
an attempt to destroy State or local government. Some of 
these acts are studiously drawn and purport to aap funda- 
mental rights by appropriate definitions, standards of proof 
and orderly procedures in keeping with the avowed congres- 
sional purpose “to protect freedom from those who would 
destroy it, without infringing upon the freedom of all our 
people.” Others are vague and are almost wholly without 
such safeguards. Some even purport to punish mere mem- 
bership in subversive organizations which the Federal stat- 
utes do not punish where Federal registration requirements 
have been fulfilled. 

When we were confronted with a like situation in the field 
of labor-management relations, Mr. Justice Jackson wrote: 

“A multiplicity of tribunals and a diversity of procedures 
are quite as apt to produce incompatible, or conflicti 
adjudications as are different rules of substantive law.” 
Should the States be permitted to exercise a concurrent juris- 
diction in this area, Federal enforcement would encounter 
not only the difficulties mentioned by Mr. Justice Jackson, 
but the added conflict engendered by different criteria of 
substantive offenses. 

Since we find that Congress has occupied the field to the 
exclusion of parallel State legislation, that the dominent 
interest of the Federal Government precludes State inter- 
vention, and that administration of State acts would con- 
flict with the operation of the Federal plan, we are con- 
vinced that the decision of the Supreme Court of Pennsyl- 
vania is unassailable. 

We are not unmindful of the risk of compounding punish- 
ments which would be created by finding concurrent State 
power. In our view of the case, we do not reach the question 
whether double or multiple punishment for the same overt 
acts directed against the United States has constitutional 
sanction. Without compelling indication to the contrary, we 
will not assume that Congress intended to permit the possi- 
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bility of double punishment. (Cf. Houston v. Moore, 5 
oo 1, 31, 75; Jerome v. United States, 318 U. S. 101, 
105. 

The judgment of the Supreme Court of Pennsylvania is 


I repeat, if we examine the Nelson case we find that the Supreme 
Court has not challenged the authority of Pennsylvania to act in 
matters involving the Commonwealth of Pennsylvania itself. The 
decision states plainly, 


Neither does it (the decision) limit the right of the State to 


rotect itself at any time against sabotage or attempted vio- 
ence of all kinds. 


It is most appropriate for the Commonwealth of Pennsylvania to seek 
protection against threats directed against the State itself. But 
where Congress has provided an extensive program to protect the 
United States Government, it is absurd for the various States to have 
isolated, separate and often conflicting programs against threats 
directed at the United States Government. 

I believe with the Supreme Court that the problem can be more 
effectively handled by Federal agencies working under Federal law, 
without the inevitable confusion, competition, and complexity that 
would arise if 48 State agencies were dealing with this problem 
under 48 different State laws. And we suspect most law-enforcement 
ene oy would agree with us if they would publicly speak their private 
minds. 

It must be firmly held in mind that the activities in the area of 
sedition and seditious conspiracy are inspired, directed, and controlled 
by a foreign government, and the target is the overthrow of the Fed- 
eral Government. Hence, all the forces of the Federal Government 
must be utilized in deterrence of this kind of hostile activity. Know- 
ing this as we do, can we conceivably view this problem as a responsi- 
bility of individual States any more than we could view the deterrence 
of an armed attack against the Federal Government as a responsi- 
bility of the individual States? 

EMANUEL CELLER. 


O 
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Juty 3, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veteran Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 4127] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 4127) to exempt courses leading to standard college degrees 
offered by nonprofit eAwentional institutions of higher learning from 
the provisions of section 227 of the Veterans’ Readjustment Assistance 
Act of 1952 prohibiting the enrollment of eligible veterans under that 
act when such courses have been in operation for less than 2 years, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Section 227 of Public Law 550 of the 82d Congress, the Veterans’ 
Readjustment Assistance Act of 1952, the so-called Korean GI bill 
of rights, prohibits the enrollment of eligible veterans in any course 
which has not been in operation for at least 2 years. Certain exemp- 
tions are provided; namely, courses offered by public or tax supported 
educational institutions, courses similar in character to the instruc- 
tion previously given by the institution, and courses offered for more 
than 2 years by an institution although the institution has not been 
in 1 particular locality for a 2-year period. 

This bill would provide a further exception by permitting enroll- 
ment in courses which are offered by a nonprofit educational institu- 
tion of college level and which are recognized for credit toward a 
standard college degree. 

_ The net effect of enactment of this legislation would be to permit a 
limited number of new colleges of unquestioned academic standing, 
some of which are conducted or sponsored by religious orders or 
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denominations, to qualify for participation in this om of educa- 
tion for the benefit of veterans of the Korean conflict. 

There is no way of estimating the amount of cost, if any, which 
would be required as a result of the passage of this legislation. It is 
important to note, however, that the Veterans’ Administration report, 
which recommends favorable consideration of this legislation, states 
that “any such cost would be either nonexistent or negligible.” 

Hearings were held on this proposal by the Subcommittee on Edu- 
cation and Training on June 18, 1956. 

The favorable report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


Washington 25, D. C., July 6, 1956. 
Hon. Ourn E. Teacup, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teacue: This will refer to your request for a report by 
the Veterans’ Administration with respect to H. R. 4127, 84th Con- 
gress, a bill to exempt courses leading to standard college degrees 
offered by nonprofit educational institutions of higher learning from 
the provisions of section 227 of the Veterans’ Readjustment Assistance 
Act of 1952 prohibiting the enrollment of eligible veterans under that 
act when such courses have been in operation for less than 2 years, 
which would amend section 227 of the Veterans’ Readjustment 
Assistance Act of 1952 to read as follows: 


‘PERIOD OF OPERATION FOR APPROVAL 


“Src. 227. (a) The Administrator shall not approve the enrollment 
of an eligible veteran in any course offered by an educational institu- 
tion when such course has been in operation for less than two years. 

“(b) Subsection (a) shall not apply to— 

“‘(1) any course to be pursued in a public or other tax-supported 
educational institution; 

“(2) any course which is offered by an educational institution 
which has been in operation for more than two years, if such 
course is similar in character to the instruction previously given 
by such institution; [or 

““(3) any course which has been offered by an institution for a 

eriod of more than two years, notwithstanding the institution 
as moved to another location within the same general locality[.J; 
or 

“(4) any course which is offered by a nonprofit educational insti- 
tution of college level and which is recognized for credit toward a 
standard college degree.” 


_[Italic has been supplied and indicates new language added by the 
bill. Material which would be deleted has been enclosed in brackets.] 


Consonant, with the purpose stated by its title, H. R. 4127 would 
expand the category of courses exempted from the requirements con- 
tained in section 227 of the Veterans’ Readjustment Assistance Act, 
that eligible veterans cannot enroll under the act in a course until it 
has been in operation for 2 years, to include courses offered by insti- 
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tutions of higher learning leading to a standard college degree. At 
present, courses offered by a public or other tax-supported educational 
institution, and other courses. under certain specified conditions, are 
not subject to this requirement. Thus, the bill appears to be directed 
toward affording like treatment to courses offered by private non- 
profit educational institutions of college level. 

The term “standard college degree” is used in section 235 of the 
Veterans’ Readjustment Assistance Act (relating to the measurement 
of full-time and part-time training) but is not defined by statute. 
Consequently, the Veterans’ Administration has supplied such a 
definition for purposes of section 235 by regulation (VA Regulation 
12066 (D)). The following extract from that regulation is indicative 
of the situations which have been held to be included within the term: 


‘“(D) Institutional Undergraduate Course Recognized for Credit Toward 
a Standard College Degree 
“(1) A veteran pursuing an undergraduate course in a collegiate 
institution will be considered to be pursuing a course on a credit-hour 
basis measured as to full time or part time, as provided in subdivision 
(2) of this subparagraph, when such course is offered on a semester— 
or quarter-hour basis by an institution which is a member of a na- 
tionally recognized accrediting association or, although not a member 
of such association, it grants standard semester—or quarter-hour units 
of credit for the particular course or curriculum concerned, not less 
than 40 percent of which are acceptable at full value and without 
examination by at least three members of such association, and 
“‘(a) The course leads to a baccalaureate or higher degree and 
is offered. by a college or university which grants such a degree; 
“‘(b) The course offered by a college or university leads to an 
associate degree, diploma, certificate, or title and meets all of the 
following conditions: 
“7. High-school graduation or equivalent is required for 
admission to the course; 
“2, A minimum of two full-time academic years is required 
for completion; and 
“3. Standard semester or quarter credit-hours are awarded 
for the course or curriculum, not less than 40 percent of 
which are acceptable at full value in fulfillment of require- 
ments for a baccalaureate degree by the element of the 
institution which awards such a degree, or by other bacca- 
laureate degre nting institutions which meet the criteria 
of subdivision ( of this subparagraph.” 
* x * 


* * * = 


The ‘2-year operation” rule of section 227 is a continuation, with 
modifications, of a policy made — to the World War IT educa- 
tion and training program (title II of the Servicemen’s Readjustment 
Act of 1944, as amended) by the Independent Offices Appropriation 
Act, 1950 (Public Law 266, 8ist Cong.). Subsequently, such a re- 
quirement was enacted into betes aw as one of the amendments 
made in paragraph 9, part VIII, Veterans Regulation No. 1 (a), as 


amended, by section 1, Public Law 610, 81st Congress. The Public 
Law 610 language included exceptions to that requirement similar to 
those now contained in section 227 (b) of the Veterans’ Readjustment 
Assistance Act. 
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It is clear that the problems which gave rise to the mentioned 
requirement applicable to the World War ITI education and training 
program were unrelated to institutions of higher learning. The Vet- 
erans’ Administration, therefore, construed this provision of the law 
as not applicable to courses offered by such institutions in connection 
with the Servicemen’s Readjustment Act. 

In 1952, at the time when regulations implementing title II of 
the Veterans’ Readjustment Assistance Act were in preparation, the 
Veterans’ Administration proposed to exempt institutions of higher 
ae from the requirement of section 227, in view of the similarity 
of the language of that section to that applicable to the earlier pro- 
gram. However, the Office of the Comptroller General in reviewing 
these proposed regulations pointed out that section 227, in its con- 
text, applied to courses not exempted by subsection (b) thereof: 
and consequently no exception could be made in the case of courses 
offered at institutions of higher learning, unless such institutions were 
“public” or ‘‘tax-supported.” It is understood that the Comptroller 
General has recently reviewed and reaffirmed this position. 

The experience of the Veterans’ Administration in the administra- 
tion of the Veterans’ Readjustment Assistance Act program has not 
demonstrated that there would be many instances where college-level 
courses would be barred by section 227. However, there have been a 
few such cases, and, perhaps, the interests of all concerned would be 
better served if new institutions of higher learning or new depart- 
ments of existing institutions of higher learning could enroll veterans 
under the act without a 2-year waiting period. Moreover, the 
experience of the Veterans’ Administration under its interpretation of 
the comparable language placed in the 1944 act would indicate that 
no adverse results are to be anticipated from excluding courses of the 
character contemplated by H. R. 4127 from the 2-year operation rule. 

It is therefore recommended that the committee give favorable 
consideration to the bill. 

There is no way of estimating whether there would be any additional 
cost, either for direct benefits or administration, should the bill be 
enacted. In any event, it would appear that any such cost would be 
either nonexistent. or negligible. 

Advice has been Bem from the Bureau of the Budget that there 
would be no objection by that Office to the submission of this report 
to your committee. 

Sincerely yours, 
Joun S. Patrrerson, 
Deputy Administrator 
(For and in the absence of H. V. Isley; Administrator). 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 
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Section 227 Pustic Law 550, 82p Concress 
PERIOD OF OPERATION FOR APPROVAL 


Sec. 227. (a2) The Administrator shall not approve the enrollment 
of an eligible veteran in any course offered by an educational institu- 
tion when such course has been in operation for less than two years. 

(b) Subsection (a) shall not apply to— 

(1) any course to be pursued in a public or other tax-supported 
educational institution; 

(2) any course which is offered by an educational institution which 
has been in operation for more than two years, if such course is similar 
C character to the instruction previously given by such instituion; 

or 

(3) any course which has been offered by an institution for a period 
of more than two years, notwithstanding the institution has moved 
to another location within the same general locality [.]; or 

(4) any course which is offered by a nonprofit educational institution 
of college level and which is recognized for credit toward a standard college 

egree. 


Oo 
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Juty 3, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed. 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 10238] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 10238) to authorize and direct the Administrator of Veterans’ 
Affairs to accept certain land in Buncombe County, N.C., for cemeter 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Add a new section, as follows, on page 5 after line 5: 


Sec. 3. As a condition precedent to the transfer of land 
authorized by section 1, evidence of title and a land survey, 
if required by the Government, shall be furnished by and at 
the expense of the City of Asheville, North Carolina. 


EXPLANATION OF BILL 


This bill authorizes and directs the Administrator of Veterans’ 
Affairs to accept by deed title to two tracts of land in Buncombe 
County, N. C., known as the Riverside mrmeery and to maintain 
such tracts for the burial of veterans of the Armed Forces of the United 
States who die in the Veterans’ Administration hospital at Oteen, N.C. 

The land in question is approximately 6 miles from the Veterans’ 
Administration hospital at Oteen and thus is not far distant from 
the medical facilities. 

Under existing law, the Veterans’ Administration is authorized to 
assume the actual cost, not to exceed $150, where the veteran dies in 
one of the Veterans’ Administration hospitals. The Veterans’ Ad- 
ministration is also authorized to transport the body to a national 
cemetery or any other place of burial within the continental limits of 
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the United States, and under other laws the Quartermaster General 
of the Army is authorized to furnish a headstone. The bill has been 
amended to provide that evidence of title and a land survey, if neces- 
sary, shall be furnished by and at the expense of the city of Asheville. 
j bbe cost involved would be that of maintenance only. 
The report of the Veterans’ Administration follows. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR 
or VETERANS’ AFFAIRS, 
Washington, D. C., June 1, 1956. 
rr 
Hon. Orin E. Treacvue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teacue: This refers to your request for a report by the 
Veterans’ Administration on H. R. 10238, 84th Congress, a bill to 
authorize and direct the Administrator of Veterans’ Affairs to accept 
certain land in Buncombe County, N. C., for cemetery purposes. 

The purpose of the bill is to authorize and direct the Administrator 
of Veterans’ Affairs to accept for and in the name of the United States 
from the city of Asheville, N. C., by deed satisfactory to the Attorney 
General of the United States, title to two tracts of land in Buncombe 
County, N. C., being a portion of the property owned by the city of 
Asheville, known as the Riverside Cemetery, and to maintain such 
tracts for the burial of veterans of the Armed Forces of the United 
States who die in the Veterans’ Administration Hospital, Oteen, N. C. 

The Veterans’ Administration’s authority in this area is limited to 
the maintenance of a few relatively small cemeteries, most of which 
were originally established at former branches of the National Home 
for Disabled Volunteer Soldiers and which were later taken over by 
the Veterans’ Administration under the Consolidation Act of July 3, 
1930 (46 Stat. 1016, 88 U.S.C. A. lla). As the committee is aware, 
the Government has established the national cemetery program for 
the burial of deceased servicemen and veterans. This major program 
is under the jurisdiction of, and operated by, the Quartermaster 
General, Department of the Army. tt would appear that such addi- 
tional requirements as there may be for the burial of veterans should 
be considered in the framework of that program, 

Insofar as the requirements at the Veterans’ Administration Hos- 
pital at Oteen are concerned, there is no existing need for the subject 
cemetery tract. The Veterans’ Administration is authorized by ew 
where death occurs in one of its hospitals or homes to (a) assume the 
actual cost—not to exceed $150—of the burial and funeral and (6) 
transport the body to a national cemetery or any other place of burial 
within the continental limits of the United States (par. III, Veterans 
Regulation No. 9 (a), as amended; 38 U. S.C. 12a). 

Acceptance of this land and its maintenance by the Government 
would, of course, entail considerable expense. The fact that the 
cemetery is located approximately 6 miles from the Veterans’ Admin- 
istration Hospital at Oteen would present added operating and 
staffing problems with regard to its maintenance. - 

In the event the bill should receive favorable consideration, it is 
recommended that it be amended to provide that evidence of title 
and a land survey, if required by the Government, be furnished by 
and at the expense of the city of Asheville. esr e 
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Enactment of the bill does not appear to be necessary from the 
standpoint of the Government and, further, would have adverse 
administrative and precedential effects. The Veterans’ Administra- 
tion is therefore unable to recommend its favorable consideration. 
Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee. 
Sincerely yours, 


H. V. Hieiey, Administrator. 
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Sire Conaness HOUSE OF REPRESENTATIVES (°  Reporr 
2d Session No. 2579 





BANNING PENSION PAYMENTS TO CERTAIN PRISONERS 





Jvty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Treacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 10477] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 10477) to prohibit the payment of pensions to persons confined 
in penal institutions for periods longer than 61 days, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

On page 1, line 4, after the word “‘to’’, insert the words “or for’’. 
On page 2, line 6, beginning with the word “apportion’’, strike out 
lines 7, 8, and 9 and insert in lieu thereof: 


(1) if the widow is disqualified, pay to the child, or children, 
the pension which would be payable if there were no such 
widow or (2), if a child is disqualified, pay to the widow the 
pension which would be payable if there were no such child. 


Amend the title so as to read: 


A bill to prohibit the payment of pensions to persons 
confined in penal institutions for periods longer than sixty 
days. 


UNIVERSITY OF MICHIGAN LIBRARIES 


EXPLANATION OF THE BILL 


This bill provides that pension under public or private laws ad- 
ministered by the Veterans’ Administration shall not be paid to an 
individual who has been imprisoned in a Federal, State, or local penal 
institution as a result of conviction for a felony or misdemeanor for 
any part of the period beginning 61 days after his imprisonment and 
ending when the imprisonment ends. 

Pension is a gratuity payable solely to otherwise eligible veterans 
who served during a war or comparable period. Payment of pension 
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for veterans of the Civil War, Spanish-American, and Indian Wars 
has been based on age or non-service-connected disability. How- 
ever, in the case of veterans of World War I, II, and Korea, the re. 
quirement is essentially non-service-connected disability coupled with 
need, as set forth below: 


Under existing law (Veterans Regulation No. 1 (a), pt. 
III, as amended), veterans of World War I, World War II, 
the Spanish-American War, Philippine Insurrection, and 
Boxer Rebellion are eligible for pension based on permanent 
and total non-service-connected disability. Pension is pay- 
able to any such veteran who served in the active military 
or naval service for a period of 90 days or more during such 
wars and who was discharged therefrom under conditions 
other than dishonorable, or who, having served less than 90 
days, was discharged for disability incurred in service in 
line of duty. The veteran must have been in active serv- 
ice before the cessation of hostilities and be suffering from 
nonservice-connected permanent and total disability not in- 
curred as a result of his own willful misconduct or vicious 
habits. The rate of $66.15 per month, except that where the 
veteran shall have been rated permanent and total and has 
been in receipt of pension for a continuous period of 10 years 
or reaches the age of 65 years and is permanently and totally 
disabled, the rate is $78.75 _ month. A rate of $135.45 
per month is authorized in the case of an otherwise eligible 
veteran who is, on account of age or physical or mental dis- 
ability, helpless or blind or so nearly helpless or blind as to 
need or require the regular aid and attendance of another 
person. Such pension is not payable to any unmarried per- 
son whose annual income exceeds $1,400 or to any married 
person or any person with minor children whose annual in- 
come exceeds $2,700. Any person who served in the active 
service in the Armed Forces of the United States on or after 
June 27, 1950, and prior to February 1, 1955, is also eligible 
for pension under part III as provided in the act of May 11, 
1951 (Public Law 28, 82d Cong.). 

In the administration of the aforementioned provisions the 
determination of permanent total disability is made on a very 
liberal basis. Such a rating is granted (where the require- 
ment of permanence is met) when there is a single disability 
of 60 percent or 2 or more disabilities, 1 of which is 40 percent 
in degree, combined with other disability or disabilities to a 
total of 70 percent, and unemployability attributed thereto. 
Although age alone is not considered as a basis for entitlement 
to such pension, it is considered in association with disability 
and unemployability in determining permanent and total 
disability. The aforementioned percentage requirements are 
reduced on the attainment of age 55 to a 60-percent rating 
for 1 or more disabilities, with no percentage requirement for 
any 1 disability ; at age 60 to a 50-percent rating for 1 or more 
disabilities; and at age 65 to 1 disability ratable at 10 percent 
or more. When these reduced percentage requirements are 
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met and the disability or disabilities involved are of a perma- 
nent nature, & permanent and total disability rating will be 
assigned, if the veteran is determined to be unable to secure 
and follow substantially gainful employment by reason of 
such disability. 

Widows are entitled to non-service-connected death pen- 
sion based on their husband’s war or comparable service, 
aie various marriage and other requirements specified in the 
aws. 


It has come to the attention of the committee, based on a survey 
made of 10 States (Tennessee, Ohio, Colorado, California, New Mexico, 
Oregon, Pennsylvania, New York, Illinois, and Georgia) as well as 
the Federal penal institutions, that there are a number of veterans, 
and some widows, now incarcerated in penal institutions who are 
drawing pension, compensation, or retirement pay. 

The committee is of the opinion that there is no valid basis why a 
a man should receive a pension for non-service-connected disability 
or age while he is incarcerated in a penal institution for a crime of 
which he has been convicted. In the case of compensation for a 
service-connected disability the committee is of the opinion that that 
is an entirely different benefit, based on disability, and to deprive 
a man of his service-connected compensation would be imposing an 
additional penalty. The same is true of retirement pay which is 
paid on an entirely different basis from pension. 

Section 2 of the bill provides that the Administrator may apportion 
and pay to the wife and children of a veteran the pension which such 
veteran would be eligible to receive if he had not been incarcerated in 
a penal institution. Provision is also made for paying to a child or 
children, where the widow is disqualified by imprisonment, the pension 
which would be payable if there were no widow. Similarly, in the 
case of a dis ali child, the widow would receive a reduced pension. 

The period of 61 days was set as it is believed that most sentences 
for minor offenses would be below this length of imprisonment. 

While there would be some additional administrative burden placed 
upon the Veterans’ Administration as a result of the enactment of 
this legislation, it does appear that there will be savings rather than 
any additional cost and in any event the committee is of the opinion 
that sound public policy requires no pension for a non-service-con- 
nected disability or age be paid to a person who is serving a sentence 
for the conviction of a felony or misdemeanor. 


UNIVERSITY OF MICHIGAN LIBRARIES 
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The committee’s investigation revealed that veterans in Federal 
and 10 States penal institutions had been convicted of various felonies 
and misdemeanors, including: 


Automobile theft Distilling, illegal 
Impersonating Federal employee Probation violation 
Narcotic sale Drunk and disorderly conduct 
Forgery Manslaughter 

Bank robbery Sodomy 

Rape Arson 

False claims Carnal abuse of child 
Altering Government check Incest 

Murder Bigamy 

Counterfeiting Abandonment of children 
White slavery Abortion 

Tax evasion Check, worthless passing 
Firearms, unlawful possession Kidnaping 

Liquor-law violation Rioting 

False statement Adultery 

Burglary Driving while drunk 
Larceny Vagiancy 

Fraud Stolen property, receiving 
Assault Confidence game 

Obscene literature, mailing Nonsupport of dependents 
Conspiracy 


The report of the Veterans’ Administration follows: 


Apri 23, 1956. 
Hon. Orn E. Tracvue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacuz: This is in reply to your request for a report 
by the Veterans’ Administration on H. R. 10477, 84th Congress, a 
bill to prohibit the payment of pensions to persons confined in penal 
institutions for periods longer than 61 days. 

The purpose of the bill is to prohibit the payment of pension under 
public or private laws administered by the Veterans’ Administration 
to any person while imprisoned in a Federal, State, or local penal 
institution as the result of conviction of a felony or misdemeanor, the 
suspension of payment to begin on the 61st day of imprisonment. 
The bill would authorize the payment to designated dependents of 
the pension otherwise payable to the person imprisoned. 

Pension is a gratuity payable for age or non-service-connected dis- 
ability to otherwise eligible veterans who served in the Armed Forces 
of the United States in time of war and to the dependents of such 
veterans after their death from non-service-connected causes. Con- 
finement in a penal institution is not a bar to payment of pension. 
Historically, however, it may be noted that prior to the act of, August 
8, 1946 (60 Stat. 908), there was authority to reduce pension, com- 

ensation, and retirement pay to persons without dependents while 

eing furnished institutional, including penal, care by the United 
States or any political subdivision thereof. The mentioned law re- 
pealed such authority and provided for a temporary withholding of 
a portion of pension, compensation, or retirement pay in cases of 
persons without dependents, but only when receiving hospital, domi- 
ciliary, or institutional care by the Veterans’ Administration. Upon 


release, the withheld payments were authorized to be made. i 
Section 1 of the bill provides that an individual who has been im- 
prisoned in a Federal, State, or local penal institution as the result of 
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conviction of a felony or misdemeanor shall not be paid pension under 
public or private laws administered by the Veterans’ Administration 
during any part of the period beginning 61 days after his imprison- 
ment and ending when his imprisonment ends. Subsection 2 (a) 
of the bill would authorize the apportionment of such pension to the 
wife or children of a veteran otherwise entitled thereto who is dis- 
ee by reason of section 1; and subsection 2 (b) would authorize 
the apportionment to the veteran’s other children where the individual 
imprisoned is the widow or a child of that veteran. Section 3 would 
provide that the act would take effect on the first day of the second 
calendar month which begins after the date of its enactment. 

The bill would preclude any payment of pension to persons in penal 
institutions for any period after 60 days confinement. In order that 
the title may be consistent with the provisions of the bill, it is reeom- 
mended that the word “sixty” be substituted for “sixty-one” in the 
title. Presumably, it is intended to prohibit payment not only to 

ersons, but also on their behalf, as for example where payments are 
aces made to a guardian. In order to reflect such intention, it is 
recommended that the words “or for’ be inserted after ‘“‘to’”’ in line 
4, page 1, of the bill. 

Under subsection 2 (b) of the bill a higher rate could be payable to 
a widow (or a child) where a child (or widow) is disqualified because 
of imprisonment, than is payable under existing law where another 
type of disqualification is involved. For example, in the case of a 
widow otherwise eligible for death pension at the rate of $63 mopthly 
for herself and child, who is disqualified by reason of vee Arete the 
$63 rate would be payable to the child if the bill is enacted, although 
the rate of $27.30 is payable to a child where the widow is otherwise 
disqualified (e. g., because of remarriage). There is no apparent 
reason for affording such preferential treatment and it is accordingly 
recommended that the following language be substituted for subsec- 
tion 2 (b), lines 4 through 9, page 2 of the bill: 

“(b) Where any widow or child of a veteran is disqualified for 
pension for any period solely by reason of the first section of this 
Act, the Administrator may (1), if the widow is disqualified, pay to 
the child or children the pension which would be payable if there 
were no such widow or (2), if a child is disqualified, pay to the widow 
the pension which would be payable if there were no such child.” 

It is recognized that H. R. 10477, if enacted, would create adminis- 
trative problems and additional cost in connection with stop pay- 
ments, amended awards, and overpayments. Further, it should be 
appreciated that full effectiveness of the law will be dependent to a 
great degree upon the cooperation afforded the Veterans’ Adminis- 
tration by the penal institutions concerned. 

_ There are no available data within the Veterans’ Administration to 
indicate the number of veterans or dependents of deceased veterans 
receiving pension benefits who are now imprisoned in penal institu- 
tions, nor the extent of confinement of such persons. Therefore, it 
is not possible to estimate benefit savings which should result where 
the confined person has no dependents eligible for apportionment, 
mp the aa of the administrative costs resulting from this proposal, 
enacted. 
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In my judgment it is reasonable to deny pension to persons durin 
their confinement for conviction of serious offenses. Accordingly, an 
in view of the fact that the proposal would authorize apportionment 
of the pension to dependents, I believe the bill has merit. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee. 

Sincerely yours, 


H. V. Hie.ey, Administrator. 


O 
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PERIODIC SURVEY OF NATIONAL SHIPBUILDING 
CAPABILITY 
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of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine'and Fisheries, 
submitted the following 


REPORT 


(To accompany H. R. 10560) 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 10560) to require periodic survey by the 
Chairman of the Federal Maritime Board of national shipbuilding 
capability, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 1, line 4, beginning with the words “adding at the beginning 
thereof’, delete the rest of the bill, and in lieu thereof insert the follow- 
ing: 

striking out the first sentence thereof and inserting in lieu 
thereof the following two new sentences: “The Secretary of 
Commerce, with the advice of and in coordination with the 
Secretary of the Navy, shall periodically, as required for pur- 
poses of this Act, survey the existing privately owned ship- 
yards capable of merchant ship construction, or review avail- 
able data on such shipvards if deemed adequate, to determine 
whether their capabilities for merchant ship construction, 
including facilities and skilled personnel, provide an adequate 
mobilization base at strategic points for purposes of national 
defense and national emergency. The Secretary of Com- 
merce, in connection with ship construction, reconstruction, 
reconditioning, or remodeling under title VII and section 509, 
and the Federal Maritime Board, in connection with shi 
construction, reconstruction, or reconditioning under title 
(except section 509), upon a basis of a finding that the award 
of the pro construction, reconstruction, reconditioning, 
or remodeling work will remedy an existing inadequacy in 
71006 
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such mobilization base as to the capabilities and capacities 
of a shipyard or shipyards at a strategic point, and after tak- 
ing into consideration the benefits accruing from standardized 
construction, the conditions of unemployment, and the needs 
and reasonable requirements of all ke may, with the 
approval of the President, allocate such construction, recon- 
struction, reconditioning, or remodeling to such yard or yards 
in such manner as it may be determined to be fair, just, and 
reasonable to all sections of the country, subject to the provi- 
sions of this subsection.” 


Amend the title to read as follows: 


A bill to require periodic survey by the Secretary of Com- 
merce of national shipbuilding capability. 


This bill would require the Secretary of Commerce, with the advice 
of and in coordination with the Secretary of the Navy, to make periodic 
surveys of the existing privately owned shipyards capable of merchant 
ship construction, to determine whether their capabilities for such 
construction, including facilities and skilled personnel, provide an 
adequate mobilization base at strategic points for purposes of national 
defense and national emergency. 

Section 211 (f) of the Merchant Marine Act, 1936, as amended, 
authorizes and directs the Secretary of Commerce to investigate, 
determine, and keep current records of the number, location, and 
efficiency of the shipyards existing on the date of the enactment of the 
act or thereafter built in the United States. In addition, section 502 
(f), which was added to the Merchant Marine Act in 1938, provides 
that “if at any time the Secretary of Commerce (formerly the Maritime 
Commission) shall find that the existing shipyards, including the navy 
yards, do not provide adequate facilities to meet necessary require- 
ments for purposes of national defense and national emergency, with 
special regard to providing facilities for the national defense at strategic 
points,” he may “after taking into consideration the benefits accruing 
from standardized construction and the condition of unemployment, 
and the needs and reasonable requirements of all shipyards’ with the 
approval of the President allocate construction work in such manner 
as he may determine to be fair, just, and reasonable to all sections of 
the country. This provision first requires competitive bidding but 
authorizes the Secretary to negotiate with shipbuilders in areas where 
the interests of national defense need strengthening. The excess of 
such a negotiated contract price over the lowest responsible bid which 
otherwise would be accepted, would be treated as a part of the cost 
of national defense. 

While both of the above-mentioned provisions of the existing law 
contain authority which would allow approximately similar types of 
survey of national shipbuilding capability as is contemplated by this 
bill, neither section contains the clear direction to do so. This bill is, 


therefore, necessary to clarify existing law and provide a firm mandate 
to the Secretary of Commerce to make such periodic surveys of the 
national shipbuilding situation as may be necess to be currently 
informed at all times as to the adequacy of the shipbuilding mobiliza- 
tion base for purposes of national defense and national emergency. 
Although such surveys and the information compiled in connection 
therewith would provide a readily available basis upon which to deter- 
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mine whether or not allocation of ship construction work should be 
made in accordance with existing law, this bill in no way enlarges 
upon the long-established existing authority. 

With the extensive vessel replacement programs presently under 
commitment or in prospect over the period of the next 10 years, plus 
the expansion which should take place in our merchant marine to meet 
initial mobilization requirements and serve the needs of our expanding 
foreign and domestic waterborne commeice, it seems essential that 
the Government be fully advised at all times of our shipbuilding base 
and potential in the interest of cairying out present and prospective 
construction programs in the most orderly and efficient manner. 
Your committee, therefore, believes that this bill is highly desirable 
to ee these purposes. 

The bill was amended at the recommendation of the Maritime 
Administrator in order to further clarify and coordinate the new 
provision requiring the shipbuilding survey with the existing provision 
which permits allocation of work in the interest of national defense, 
with Presidential approval, in special circumstances. 

Identical bills were introduced by 20 members of the House from 
all coastal areas of the country, including the Great Lakes. 

The bill as amended has been approved by both the Department 
of Commerce and the Department of Defense. 

The departmental reports are as follows: 


Tue Secretary or ComMMERCE, 
Washirgton, D. C., June 12, 1956. 
Hon. Hersert C. Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cuatrman: This letter is in reply to your request of 
April 18, 1956, for the views of this Department with respect to 

. R. 10546, a bill to require periodic survey by the Chairman of 
the Federal Maritime Board of national shipbuilding capability. 

The bill would amend section 502 (f) of the Merchant Marine Act, 
1936, as amended, by adding at the beginning thereof a sentence as 
follows: ‘The Chairman of the Federal Maritime Board, with the 
advice and assistance of the Secretary of the Navy, shall, not less 
often than once a year, survey existing shipyards to determine whether 
their capability and capacity, including facilities and skilled personnel, 
provide an adequate mobilization base at strategic points for national 
defense or emergency purposes.” 

Apparently the amendment is designed to make the survey of ship- 
yards serve as the basis for allocating Government subsidized or con- 
trolled merchant ship construction. The language introduces a new 
factor into section 502 (f) findings. Section 502 (f) requires as a 
preliminary to any allocation under it, a finding that “existing ship- 
yards, including navy yards, do not provide adequate facilities to 
meet necessary requirements for purposes of national defense and 
national emergency, with special regard to providing facilities for 
the national defense at strategic points.” The proposed amendment 
brings in the concepts of “capability and capacity” in lieu of “facili- 
ties,” but including “facilities and skilled personnel,” and the concept 


of “adequate mobilization base.” Thus, it appears that the determi- 
nations resulting from the surveys would not be coordinated with the 
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findings required under the existing language of section 502 (f) and, 
hence, the proposed survey would not be a proper basis for invoking 
the existing provisions of section 502 (f). 

You will note that we are authorized and directed under section 
211 (f) to investigate, determine, and keep current records of ‘‘* * * 
the number, location, and efficiency of the shipyards existing on the 
ee of the enactment of this act or thereafter built in the United 

tates.” 

In accord with Reorganization Plan No. 21 of 1950, it appears that 
the making of the survey should be placed in the Secretary of Com- 
merce (whose authority will be administered by the Maritime Ad- 
ministrator) rather than in the Chairman of the Federal Maritime 
Board, so that his determinations as to capability and capacity of 
existing shipyards would be available for use by the Board and the 
Maritime Administration. 

In order fully to coordinate the proposed survey with the alloca- 
tion provisions of section 502 (f), the first sentence of par: ph (f) of 
section 502, as amended, should be amended to read as follows: 

“(f) The Secretary of Commerce, with the advice of and in co- 
ordination with the Secretary of the Navy, shall periodically as re- 
quired for purposes of this Act, survey the existing shipyards engaged 
in merchant ship construction or review available data on such ship- 
yards if deemed adequate, to determine whether their capabilities for 
merchant ship construction, including facilities and skilled personnel, 
provide an adequate mobilization base at strategic points for p ses 
of national defense and national emergency. The Secretary of Com- 
merce, in connection with ship construction, reconstruction, recondi- 
tioning, or remodeling under title VII and section 509, and the Federal 
Maritime Board, in connection with ship construction, reconstruction, 
or reconditioning under title V (except section 509), upon a basis of a 
finding that the award of the proposed construction, reconstruction, 
reconditioning, or remodeling work will remedy an existing inadequacy 
in such mobilization base as to the capabilities and capacities of a 
shipyard or shipyards at a strategic point, and after taking into 
consideration the benefits accruing from standardized construction, 
the conditions of unemployment, and the needs and reasonable require- 
ments of all shipyards, may, with the approval of the President, allo- 
cate such construction, reconstruction, reconditioning, or remodeling 
to such yard or yards in such manner as it may be determined to be 
fair, just, and reasonable to all sections of the country, subject to the 
provisions of this subsection.” 

Based upon conferences with the Navy Department, it is under- 
stood that the Navy Department will furnish the Secretary of Com- 
merce data with respect to Navy shipyards, if any, engaged in mer- 
chant ship construction as provided for in section 502 fe) of the act. 

Subject to the consideration of these amendments, we recommend 
favorable consideration of the bill. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 


SincLain WEEKS, 
Secretary of Commerce. 
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DEPARTMENT OF THE Navy, 
OrFice OF THE JuDGE ApvocaTEe GENERAL, 


Washington, D. C., June 8, 1956. 
Hon. Herpert C, Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Caarrman: Your request for comment on H. R. 
10546, a bill to require periodic survey by the Chairman of the Federal 
Maritime Board of national shipbuilding capability, has been assigned 
to this Department by the Secretary of Defense for the at ay 
of a report thereon expressing the views of the Department of Defense. 

The bill would amend section 502 (f) of the Merchant Marine 
Act, 1936, as amended, to direct the Chairman of the Federal Mari- 
time Board, with the advice and assistance of the Secretary of the 
Navy, to survey existing shipyards at least once a year to determine 
whether their capability and capacity, including facilities and skilled 

nnel, provide an adequate mobilization base at strategic points 
or national defense or emergency purposes. 

It is believed that the authority to make such surveys, as necessary, 
is vr in the present wording of section 502 (f). However, there 
would be no objection to providing specific authority as proposed, 
fe certain technical revisions should be made to the bill as indicated 

ow. 

The Department of the Navy has an important mobilization 
responsibility in cog ame maintain the skills and facilities of private 
yards for building combatant ships. The Bureau of Ships has con- 
ducted numerous shipyard surveys and maintains a current record, for 
procurement purposes and mobilization planning, of the potential and 
capacity of shipyards and boatyards throughout the country. These 
mobilzation planning functions are carried on by the Chief of the 
Bureau of Ships, as Coordinator of Shipbuilding, Conversion, and 
Repair for the Department of Defense. By virtue of a recently 
executed agreement between the Department of Defense and the 
Department of Commerce, the Chief of this Bureau also acts as 
Coordinator for Ship Repair and Conversion for both Departments. 

Many of the private yards included in the Navy’s mobilization 
planning are, of course, qualified for building merchant types, as well 
as combatant ships. However, of the country’s presently operative 
shipyards, only four are allocated, under industrial mobilization 
aa exclusively for merchant ship construction. Although the 

avy recognizes that certain mobilization planning functions are 
conferred by statute upon the Maritime Administration, it is ap- 
parent that the Navy today, in planning for combatant ship construc- 
tion, has assumed Led mobilization responsibility for a major 
part of the private shipbui — and repair industry. 
ience has demonstrated that shipyard surveys conducted each 
year, as would be authorized under the pro amendment, are not 
justified by the small number and extent of changes in the industry’s 
potential which take place mig | the course of a single year. The 
Peeve of the Navy Bureau of Ships are kept current on a 3-year 
asis. 

In order to prevent duplicate surveys, to recognize the respective 
mobilization assignments of both the Maritime Administration and 
the Navy, and to eliminate the “navy yard” provision of existing 
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law which is not applicable in the light of the current division of 
mobilization planning functions, it is suggested that the bill be re- 
drafted as indicated below: 

That section 502 (f) of the Merchant Marine Act, 1936, as amended, 
is hereby amended to read as follows: 

“*(f) The Secretary of Commerce, with the advice of and in co- 
ordination with the Secretary of the Navy, shall periodically, as 
required for purposes of this Act, survey the existing shipyards en- 
gaged in merchant ship construction, or review available data on such 
shipyards if deemed adequate, to determine whether their capabilities 
for merchant ship construction, including facilities and skilled person- 
nel, provide an adequate mobilization base at strategic points for pur- 
poses of national defense and national emergency. The Secretary of 
Commerce, in connection with ship construction, reconstruction, re- 
conditioning, or remodeling under title VII and section 509, and the 
Federal Maritime Board, in connection with ship construction, recon- 
struction, or reconditioning under title V (except section 509), upon a 
basis of a finding that the award of the proposed construction, recon- 
struction, reconditioning, or remodeling work will remedy an existing 
inadequacy in such mobilization base as to the capabilities and capaci- 
ties of a shipyard or shipyards at a strategic point, and after taking into 
consideration the benefits accruing from standardized construction, 
the conditions of unemployment, and the needs and reasonable re- 

uirements of all shipyards, may, with the approval of the President, 
allocate such construction, reconstruction, reconditioning, or re- 
modeling to such yard or yards in such manner as it may be determined 
to be fair, just, and reasonable to all sections of the country, subject to 
the provisions of this subsection.’ ” 

This Department, as a result of conferences with representatives 
of the Department of Commerce, has agreed to furnish to the Secretary 
of Commerce, data with respect to naval shipyards engaged in 
merchant ship construction, if amy, under section 502 (e) of the 
Mercbant Marine Act, 1936, as amended. 

Subject to the foregoing comments, the Department of the Navy, 
on behalf of the Department of Defense, interposes no objection to 
enactment of H. R. 10546. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to the Congress. 


Sincerely yours, 
W. R. SHeerey, 


Rear Admiral, United States Navy, 
Assistant Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Mercoant Marine Act, 1936 


TITLE V—CONSTRUCTION-DIFFERENTIAL SUBSIDY 
Szc. 502. (a) * * * 

+ * * * * + * 

(f) The Chairman of the Federal Maritime Roard, with the advice 
and assistance of the Secretary of the Navy, shall, not less often than once 
each year, survey existing shipyards to determine whether their capability 
and capacity, including facilities and skilled personnel, provide an 
adequate mobilization base at strategie points for national defense or 
emergency puroses. If at any time the Commission shall find that 
the existing shipyards, including the Navy Yards, do not provide 
adequate facilities to meet necessary requirements for purposes of 
national defense and national emergency, with special regard to 
providing facilities for the national defense at strategic points, the 
Commission, after taking into consideration the benefits accruing 
from standardized construction, the conditions of unemployment, 
and the needs and reasonable requirements of all shipyards, may, with 
the approval of the President, allocate construction work under this 
title and under title VII to such yards in such manner as it may 


determine to be fair, just, and reasonable to all sections of the country, 
subject to the provisions of this subsection. * * * 
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2d Session { No. 2581 





INCREASING RATES OF COMPENSATION FOR SERVICE- 
CONNECTED DISABILITIES 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Treaaue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


(To accompany H,. R. 12038} 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 12038) to provide increases in service-connected disability 
compensation and to increase dependency allowances, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 


EXPLANATION OF THE BILL 


The bill as reported by the committee relates entirely to service- 
connected compensation and additional allowances for dependents 
for veterans suffering from disabilities incurred in or aggravated by 
service in one of the branches of the Armed Forces. It applies to all 
wars and peacetime. The effect of the bill as to most veterans is 
set forth in the table which appears below (peacetime rates are 80 
percent of the rates set forth). 

The amendment is as follows: 

Section 2 (b), page 3, line 5, change the period to a colon and add 
the following: 


Provided, That in no event shall the rate of compensation 
received hereunder plus the amounts payable under any 
other provision of the World War Veterans’ Act, 1924, as 
amended, exceed $450 per month in any case. 
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Rates of compensation for wartime service-connected disabilities under Public Law 
2, 78d Cong., as amended, and Veterans Regulations 














War service- 
connected 
rates, Vet- HR 
erans - » R. 12038 
lation 1 (a), 
as amended, 
pt. I 
(a) 10 percent disability. ...........-.----..... ie Ghia bene cet sonimeniee $17.00 $19.00 
WD) SO Perees Gia DNF So ook coal da du dovechsdthbubcbivedesbontbl li Salickadas 33.00 34.00 
(e). SD ROTI GAIT fo vs ketch bie cnet onset bcatindinitetesneentors 50.00 65.00 
(d) 40 percent disability... ici iii ts ihn his db dewtcindsksint. 66. 00 73.69 
CoE He I IO cies, cicciscsiaanimesvtieoiensicnbiaebechalaamingeianaisns teenie iiedastin’s 91.00 100.00 
CF) Oe EE Gide ninco chnbhaeiisisGranstatncstnncundsbarcewaaiacnuds 109. 00 120.00 
BR | Re Ee SS SE ee ae 127.00 149.00 
(4) 80 percent disability .............22.. bcidnntinidenntensesensss 145. 00 160,00 
oy SF ATE CORD 5 é.ndcnn sn cdinictchimainabotnnaeacomebbuanwaonenneabin 163. 00 179.00 
% ER Ae eee ee nel ee eee ne PSR 181.00 225. 00 
(k) Anatomical loss, or loss of use of a creative organ, or 1 foot, or 1 hand, or 
blindness of 1 eye, having only light perception, rates (a) to (f) in- 
Fn a) ROR ite ea ihsdl teenie apc. bai Reiviry ath: As 47.00 47.00 
Anatomical loss, or loss of use of a creative organ, or 1 foot, or 1 hand, or 
blindness of 1 eye, having only light perception, in addition to require- 
ment for any of rates in (2) to (m), rate increased monthly for each loss 
OF 1608 OF NOD Gio aiiiiciiccicn cacti hat auacetaasa en nhetuiuasemonwns 147.00 * 47.00 
(2) Anatomical loss, or loss of use of both hands, or both feet, or 1 hand and 
1 foot, or blind both eyes with 5/200 v acuity or less, or is perma- 
nently bedridden or so helpless as to be in need of regular aid and 
attendance, monthly compensution....-.....2..--.-...-------.-.--.-- 279. 00 $09. 00 
(m) Anatomical loss, or loss of use of 2 extremities at a level, or with compli- 
cations, preventing natural elbow or knee action with prosthesis in 
place, or suffered blindness in both eyes, rendering him so helpless as 
to be in need of regular aid and attendance, monthly compensation - . . 329. 00 359. 00 
(n) Anatomical loss of 2 extremities so near shoulder or — to prevent use 
of prosthetic appliance, or suffered anatomical of both eyes, 
monthiv GOUineMORtiOn oo ins. nb. hte wcabnseonnanenceucdenacoae 71. 00 401.0 
(0) Suffered disability under conditions which would entitle him to 2 or 
more rates in (2) to (mn), no condition being considered twice, or suffered 
total deafness in combination with total blindness with 5/200 visual 
acuity or less, monthly compensation... .................-...-...-.-. 420. 00 440.00 
(p) In event disabled person’s service-incurred disabilities exceed require- 
ments for any of rates prescribed, Administrator, in his discretion, 
may allow next higher rate, or intermediate rate, but in no event in 
f es 450.00 
67. 00 67.00 











1 But in no event to exceed $420. 
* But in no event to exceed $450, 


Additional disability compensation because of dependents * 











Wife, 3 No No 
Wife, | Wife,1| Wife,2\or more} No | wife, 2! wife, 3 | Dependent 
no child | chil- | chil- | wife,1} chil- jor more parent or 
child dren | dren | child | dren chil- parents 
dren 
Service on or after June 27, 1950__./ 
Wt fo ft ORR ee | 
Lf Sg ree ee | 
Spanish-American War, Philip- $17. 50 (1) 
hine Insurrection, Boxer Re- }$21. 00 $35.00 | $45.50 | $56.00 | $14.00 | $24.50 | $35.00 19, 25 
DIN op cné nenckdnegeceaenaten 23.10 | $8.50 | 50.05 | 61.60) 15.40)| 26.95 | 38.50 35, 00 (2) 
eae. $8. 50 
| ee re 
Peacetime service (under combat 
or extrahazardous conditions) - 
16.80 | 28.00 | 36.40 44.80 / 11.20] 19.60) 26.00 ha 
Regular peacetime service. ....-- { 18.48 | 30.80| 40.04| 49.28) 12.32.) 21.56 | 28.60 33. 00 (2) 





























1 Above rates are for 100-percent disability. If and while rated partially disabled, but not less than 50 
percent, additional compensation is authorized in'an amount having the same ratio to the amount specified 
in the applicable table, above, as the degree of disability bears to the total disability; e. g., war service- 
connected disability of 50 percent, compensation rate, $100 (under the bill), If such a veteran has a wile, 


his compensation would be increased as follows: $100+4-$11.55— $111.55, 


Note.—Rates in italics are as reported in H. R. 12038, 
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The first-year cost of the bill is reported by the Veterans’ Admin- 
istration to be approximately $172,075,000. A more detailed esti- 
mate follows: 


First year’s cost: 

















Secs. 1 and 2: 
Weis pete i 59H 23 bi ase eesti. cod abe $158, 352, 000 
Ceatutey Ties a sbscik: evcacel i aaccn nb teen deas 4, 524, 000 
CON ag nie be hp Ti ago lie & sagt? bare aay Nyledle Teh 162, 876, 000 
Get. $2 PUublie Law O11. a ret ee aa 9, 199, 000 
OGM at wiih il cbSis3an tbh dist aeaalen dak So cakseeoet 172, 075, 000 
Fifth year’s cost: 
Sees. 1 and 2: 
ame WURON ik os bk Lie ere fees ees 156, 888, 000 
Binion FOCI. sick i aie ko kd Diccin ods  eee e eeentengl->< 4, 342, 000 
pile an Ne Teng IE ee pA Bedi GLE De I ease fad toh 161, 230, 000 
Bec: 3: Publie TW S17. ee ae See et 9, 145, 000 
att, Se oF el re i ok, i bc teehe ce iad 170, 375, 000 


The amendment makes certain that the overall ceiling of $450 
monthly applies to veterans of World War I as well as veterans of 
World War II and Korea. 


The report of the Veterans’ Administration follows: 


JuLy 3, 1956. 
Hon. Ouin E, Traaus, 
Chairman, Committee on Veterans’ Affairs, 
Tlouse of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: Reference is made to your request for a report 
by the Veterans’ Administration on H. R. 12038, 84th Congress, a bill 
to provide increases in service-connected disability compensation and 
to increase dependency allowances. 

The push purpose of the bill is to provide an increase in the rates 
of compensation payable to veterans for service-connected disabilities 
and in the rates of additional allowances for dependents which are 
payable to veterans whose disabilities are rated 50 percent or more. 

he increases proposed for all basic rates of compensation for dis- 
abilities rated less than total and the additional allowances for depend- 
ents would amount to 10 percent. The rate for total disability, how- 
ever, would be increased from $181 to $225 monthly, or approximately 
24 percent. The statutory awards for certain specific disabilities 
authorized under Public No. 2,.73d Congress, and the Veterans 
Regulations, would be increased by approximately 10 percent whereas 
the increases in statutory awards for certain World War I veterans 
(under the World War Veterans’ Act, 1924) would amount to more 
than 30 percent. The bill would not authorize any increase in the 
current rate ($47 in wartime cases) which is sasable: in addition to 
the basic percentage rate for the disability, for the loss or loss of use 
of an extremity, an eye, or a creative organ. Further, no increase 
would be provided in the minimum rate for arrested tuberculosis, 
currently $67 monthly in wartime cases. 

It is estimated that the total cost of the bill, if enacted, would 
approximate $172,075,000 the first year. Of this total, approxi- 
mately $162,876,000 would be attributable to the increases in the 
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various rates of disability compensation and $9,199,000 for the in- 
creases in allowances for dependents. This cost would decrease 
slightly each year for the next 4 years, to approximately $170,375,000 
in the fifth year. 

All of the disability compensation basic and statutory rates for 
which increases are proposed under the bill were last increased 5 per- 
cent by Public Law 695, 83d Congress, August 28, 1954. As you are 
aware, the Veterans’ Administration submitted a report to your 
committee under date of May 31, 1956, on H. R. 11310, 84th Con- 
gress, which bill, among other things, also proposed certain increases 
in the monthly rates of compensation for service-connected disabilit 
as well as increases in the rates of additional allowances for depend- 
ents. As indicated in that report, it would appear that the disability 
compensation rates involved were deemed to be appropriate and ade- 
quate by the Congress when it authorized the increases in the pro- 
posal which became Public Law 695, 83d Congress, on August 28, 
1954. In this connection, it is noted that the Consumer Price Index 
of the Bureau of Labor Statistics, United States Department of Labor, 
for August 1954 was 115 points and for May 1956, 115.4 points 
(1947-49 equals 100 points), an increase of less than one-half of 1 per- 
cent. Accordingly, the increases proposed by the bill are consider- 
ably in excess of any increase in the overall cost of living reflected by 
the Consumer Price Index. In the absence of any other available 
facts which would serve to justify an increase in compensation rates 
at this time, the Veterans’ Administration is not in a position to 
recommend affirmative action on the bill by your committee. 

Advice has been received from the Bureau of the Budget that 
there is no objection to the submission of this — to your com- 
mittee, and that, for reasons stated therein, the Bureau concurs in 
the adverse position taken. 

Sincerely yours, 
JoHN S. Parrerson, 
Deputy Administrator. 


RamMsEeYER Rue 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 

1 provisions of the bill do not qualify under the Ramseyer Rule, 
Len for the convenience of the Members the exact effect is reproduced 
elow. 
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SECTION 1 
Vererans Reauiation No. 1 (a), As AMENDED 
PART I 


II. That for the purposes of part I, paragraph I (a) hereof 
if the disability results from infury or disease: ; 

(a) If and while the disability is rated 10 per centum the 
monthly compensation shall be [$17] $19. 

(b) If and while the disability is rated 20 per centum the 
monthly compensation shall be [$33] $36. 

(c) If and while the disability is rated 30 per centum the 
aa compensation shall be [$50] $55. 

(d) If and while the disability is rated 40 per centum the 
monthly compensation shall be [$66] $73. 

(e) If and while the disability is rated 50 per centum the 
monthly compensation shall be [$91] $100. 

(f) If and while the disability is rated 60 per centum the 
monthly compensation shall be [$109] $120. 

(g) If and while the disability is rated 70 per centum the 
monthly compensation shall be [$127] $140. 

(h) If and while the disability is rated 80 per centum the 
monthly compensation shall be [$145] $160. 

(i) If and while the disability is rated 90 per centum the 
monthly compensation shall be [$163] $779. 

(j) If and while the disability is rated as total the monthly 
compensation shall be [$181] $225. 

(e) If the ae as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use of a 
creative organ, or one foot, or one hand, or blindness of 
one eye, having only light perception, the rate of compensa- 
tion therefore shall be $47 month independent of any 
other compensation provided in part I, ph II, sub- 
—— (a) to (j); and in the event of anatomical loss or 
oss of use of a creative organ, or one foot, or one hand or 
blindness of one eye, having only light perception, in addi- 
tion to — Oto Gk a any “ the — —o _ re 
paragrap to (n), inclusive, of part I, paragraph II, the 
rate of compensation shall be increased by $47 per month 
for each such loss or loss of use, but in no event to exceed 
[$420] $450 per month 

(1) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss, or loss of use of 
both hands, or both feet, or of one hand and one foot, or is 
blind in both eyes, with 5/200 visual acuity or less, or is per- 
manently bedridden or so helpless as to be in need of r 
aid and attendance, the monthly pension shall be [$279] 
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09. 
(m) If the disabled a peneon as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use of 


two extremities at a level, or with complications, preventing 
natural elbow or knee ection with prosthesis in place, or has 
suffered blindness in both eyes, rendering him so helpless as 
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to be in need of regular aid and attendance, the monthly 
pension shall be [$329] $359. 

(n) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss of two extremities 
so near the shoulder or hip as to prevent the use of a pros- 
thetic appliance or has suffered the anatomical loss of both 
eyes, the monthly pension shall be [$371] $401. 

(o) If the disabled person, as the result of service-incurred 
disability, has suffered disability under conditions which 
would entitle him to two or more of the rates provided in one 
or more of the subparagraphs (1) to (n), inclusive of part I, 
paragraph II of this regulation, no condition being considered 
twice in the determination, or has suffered total deafness in 
combination with total blindness with 5/200 visual acuity or 
less, the monthly pension shall be [$420] $450. 

(p) In the event the disabled person’s service-incurred 
disabilities exceed the requirements for any of the rates oh 
scribed herein, the Administrator, in his discretion, may allow 
the next higher rate or an intermediate rate, but in no event 
in excess of [$420] $450. 

(q) If the disabled person is shown to have had a service- 
incurred disability resulting from an active tuberculous dis- 
ease, which disease in the judgment of the Administrator of 
Veterans’ Affairs has reached a condition of complete arrest, 
the monthly compensation shall be not less than $67. 


Section 2 applies to a limited number of World War I veterans 
who are rated under the 1925 Schedule for Rating Disabilities which 
contains the so-called protective awards. The rates indicated for 
section 1 apply generally to section 2 cases also. 


SECTION 3 
[Pustic Law 877—80TH Conaress] 
[CHaprER 805—2p Szssron] 
{S. 2821] 


AN ACT To provide increases of compensation for certain veterans with service- 
connected disabilities who have dependents 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That any person 
entitled to compensation at wartime rates for disability incurred in 
or aggravated by active service as provided in part I, or paragraph 
I (c), part II, Veterans Regulation Numbered 1 (a), as amended, 
or the World War Veterans’ Act, 1924, as amended, and restored 
with limitations by Public Law 141, Seventy-third Congress, March 
28, 1934, as amended, and whose disability is rated not less than [60] 
50 per centum, shall be entitled to additional compensation for de- 
pendents in the following monthly amounts: 
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(1) If and while rated totally disabled and— 

(a) has a wife but no child living, $21; 

(b) has a wife and one child living, $35; 

(c) has a wife and two children living, $45.50; 

(d) has a wife and three or more children living, $56; 

(e) has no wife but one child living, $14; 

(f) has no wife but two children en $24.50; 

(g) has no wife but three or more children living, $35; 

(h) has a mother or father, either or both dependent »pon 
him for support, then, in addition to the above amounts, $17.50 
for each parent so dependent. 

(2) If and while rated partially disabled, but not less than [60] 50 
per centum, in an amount having same ratio to the amount specified in 
subsection (1) hereof as the degree of his disability bears to the total 
disability. 

Sec. 2. That any person entitled to compensation at peacetime 
rates for disability incurred in or aggravated by active service as 
provided in paragraph II, part II, Veterans Regulation Numbered 
1 (a), as amended, except paragraph I (c) thereof, and whose dis- 
ability is rated not less than [60] 40 per centum shall be entitled to 
additional compensation for dependents in the following monthly 
amounts: 

(1) If and while rated totally disabled and— 

(a) has a wife but no child living, $16.80; 

(b) has a wife and one child living,$28; 

(c) has a wife and two children living, $36.40; 

(d) has a wife and three or more children living, $44.80; 

(e) has no wife but one child living, $11.20; 

(f) has no wife but two children living, $19.60; 

(g) has no wife but three or more children living, $28; 

(h) has a mother or father, either or both dependent upon him 
for support, then, in addition to the above amounts, $14 for each 
parent so dependent. 

(2) If and while rated partially disabled, but not less than [60] 50 
per centum, in an amount having same ratio to the amount specified in 
subsection (1) hereof as the degree of his disability bears to the total 
disability. 

Src. 3. The additional compensation for a dependent or dependents 
provided by this Act shall not be payable to any veteran during any 
period he is in receipt of an increased rate of compensation or of sub- 
sistence allowance on account of a dependent or dependents under any 
other law administered by the Veterans’ Administration: Provided, 
That he may elect to receive whichever is the greater. 

Sec. 4. The administrative, definitive, and penal provisions of 
Public Law Numbered 2, Seventy-third Congress, and Veterans 
pos arm thereunder, as amended, shall be for application under 

us Act. 

Src. 5. This Act shall take effect on the first day of the second 
calendar month next succeeding its enactment. 

Sec. 6. All rates of additional compensation established by this Act 
are hereby increased by 10 per centum. 


O 


UNIVERSITY OF MICHIGAN LIBRARIES 














84rH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2582 





EXTENDING THE TIME FOR FILING THE FINAL REPORT 


OF THE COMMISSION ON GOVERNMENT SECURITY TO 
JUNE 30, 1957 





Jury 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ceuuer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. J. Res. 655) 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 655) to extend the time for the submission of 
the final report of the Commission on Government Security, and for 
other purposes, having considered the same, report takerabie thereon 
without amendment and recommend that the joint resolution do pass. 


PURPOSE OF THE RESOLUTION 


The purpose of House Joint Resolution 655 is to extend the time for 
the submission of the final report of the Commission on Government 
Security from December 31, 1956, as presently required by Public 
Law 304, 84th Congress, to June 30, 1957. 

The resolution i provides for extending the authority of the 
Commission for procuring temporary and intermittent services, with- 
out regard to the civil-service laws and the Classification Act of 1949, 
as amended, so as to permit the retention of consultants already 
employed. 


GENERAL STATEMENT 
The need for this legislation is clearly set forth in a letter which is 


attached hereto as a part of this report dated June 19, 1956, from the 
Chairman of the Commission on Government Security. 


71006 


UNIVERSITY OF MICHIGAN LIBRARIES 








2 EXTEND TIME FOR FILING FINAL REPORT 


CoMMISSION ON GOVERNMENT SEcuRITy, 
Washington, D. C., June 19, 1956. 
The Honorable Dwicut D. E1sennower, 
President of the United States, 
The Honorable Ricnarp M. Nixon, 
Vice President of the United States and President of the Senate, 
The Honorable Sam Raysurn, 
Speaker of the House of Representatives. 
Sirs: Ata meeting of the Commission on Government Security on 
June 17, 1956, the Commission directed its Chairman to request the 
Congress to extend the time for filing the final report of the Commis- 
sion from December 31, 1956, as presently fixed by Public Law 304, 
to June 30, 1957. I respectfully submit herewith a draft of proposed 
legislation to accomplish that purpose. 
The Commission on Government Security was established by 
Public Law 304 (ch. 664, Ist sess.), 84th Congress, approved August 
9, 1955. 
Agreeable to the terms of the law, the President appointed the 
Honorable Carter L. Burgess, the Honorable Louis S. Rothschild, 
Dr. Franklin D. Murphy, and the Honorable James P.. McGranery; 
the President of the Senate appointed the Honorable Norris Cotton, 
the Honorable John Stennis, Dr. Susan B. Riley, and the Honorable 
Loyd Wright; the Speaker of the House appointed the Honorable 
William M. McCulloch, the Honorable James L. Noel, Jr., and the 
Honorable Edwin L. Mechem. 
The Commission met at the call of the Vice President on December 
14, 1955, and organized by electing Loyd Wright as Chairman and 
Senator John Stennis as Vice Chairman. Subsequently, quarters 
were obtained in the General Accounting Office Building, Washington, 
D.C. Pursuant to the provisions of section 7 (a) of Public Law 304, 
the Commission has created four subcommittees as follows: 
1. Civilian and Military Personnel Security: 
The Honorable Francis E. Walter, Chairman 
Dr. Franklin D. Murphy 
The Honorable Carter L. Burgess 

2. Industrial and Atomic Energy Security Programs: 
The Honorable Edwin L. Mechem, Chairman 
The Honorable James L. Noel, Jr. 
Dr. Susan B. Riley 

3. Legislation and Classification of Documents: 

The Honorable James P. McGranery, Chairman 
The Honorable Norris Cotton 
The Honorable John Stennis 

4. Immigration, Passports and International Organizations: 

he Honorable Louis S. Rothschild, Chairman 
The Honorable William M. McCulloch 
Dr. Susan B. Riley 

The staff personnel include Samuel H. Liberman, chief counsel; 
D. Milton Ladd, administrative director; Stanley J. Tracy, associate 
counsel; Dr. Richard A. Edwards, director of research; and Douglas R. 
Price, executive secretary. Serving as part-time consultants to the 
Commission are the Honorable L. Dale Coffman, Dean of the Law 
School of the University of California at Los Angeles; the Honorable 
Dean Roscoe Pound, of the Harvard University Law School; Richard 
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Combs, of Visalia, Calif., who has had 17 years experience in the field 
of security control; and i B. Reese, associate professor of law at 
Northwestern University. The present staff consists of 48 individuals 
of which 18 are clerical, and it is estimated that the staff will average 
a total of 80 in the immediate future. 

It is clear to the Commission that if it is to study the actual manner 
in which the Government security program is being administered and 
implemented, it must painstakingly investigate the practices and 
procedures of all the numerous agencies, departments, and independent 
establishments. 

The declaration of policy calls for a sound Government program 
that would establish procedures for security investigations, evaluation, 
and adjudication; for vigorous enforcement of effective and realistic 
security laws and regulations; and for a careful, consistent, and 
efficient administration of policy in a manner which would protect 
the national security and preserve basic American rights. 

The Commission is of the opinion that it will be impossible to 
complete the study and submit a final report, as called for by the act, 
by December 31, 1956. 

At the time the Commission was created there was appropriated 
the sum of $50,000. An additional $200,000 was appropriated May 
19, 1956, and there is now pending a request for an additional $665,000, 
the minimum necessary to continue operations until December 31, 
1956. If the Commission is to meet fully the mandate that the 
Congress has enjoined upon it, particularly in view of the constantly 
expanding horizons of its responsibilities, it will require not only 
additional funds but an extension of time as well. 

The entire Government security program which the Commission is 
required to study is comprehensive in its nature and scope. Among 
its many facets are (1) the criminal sanctions dealing with treason, 
espionage, sedition, sabotage, unlawful and unauthorized disclosures, 
etc.; (2) the program relating to the appointment and discharge of 
civilian employees of the Federal Government; (3) the program deal- 
ing with the induction and the discharge of military personnel; (4) the 
industeial security program dealing with the grant or denial of clear- 
ance to classified data and information to private contractors and to 
their employees where such contractors have contracts with the mili- 
tayy departments, the atomic-energy program relating to the appoint- 
ment and discharge of the personnel of the Atomic Energy Com- 
mission and relating to the grant or denial of access to classified in- 
formation to private contractors and their employees where such 
contractors have contracts with the Atomic Energy Commission; 
(5) the immigration and naturalization laws; (6) the restrictions on 
travel beouaie the denial of passports; (7) the designation of subver- 
sive organizations by the Attorney General: (8) the registration of 
Communist-action, Communist-dominated, or Communist-infiltrated 
organizations; (9) the sanctions and penalties imposed to safeguard 
against Communist infiltration of organizations, including unions; 
(10) the port security program dealing with the grant of clearance to 
seamen; (11) American employees of embassies, consulates, and 
international organizations. 

Much of the confusion and uncertainty arising out of the existing 
security program has been attributed in large part to the fact that in 
the past the Government security program was purely the product of 
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improvisation and extemporization based upon the existence of crisis 
rather than the result of a conscious and deliberate study intended to 
meet the long-range needs of the Nation and its people. Moreover, 
the security program has a direct impact upon the lives and destinies 
not only of the 2,300,000 employees of the Federal Government but 
upon 3 million employees of private contractors whose fortunes and 
opportunities are subject to adverse effect in the event they are denied 
clearance to restricted and confidential information and data. 

It is obvious that the actual administration of any security program, 
having such potential impacts and repercussions upon so many lives, is 
of the greatest importance. Recognition of this fact led the Congress 
to require the Commission, in specific terms, to study and investigate 
the actual manner in which such statutes, Presidential orders, adminis- 
trative regulations, and directives have been and are being adminis- 
tered and implemented. 

The Commission is collecting and analyzing the regulations and pro- 
cedures of 84 departments, agencies, and independent establishments 
of the Government. More than 2,000 comparisons of such regulations 
are being developed. Over 300 interviews have been conducted with 
Government officers and private citizens, and the Commission is in 
correspondence with 1,200 leaders of labor and management and 
250 other leading citizens to solicit their views. 

The field of industrial security presents complex and delicate prob- 
lems. The denial of clearance to the employee of a private contractor 
may, in substances, mean the loss of his job or a sacrifice of compensa- 
tion because he is disabled from carrying out the functions of the 
ahi job which requires access to restricted or classified data. 

oreover, it has been asserted that the denial of access affords to an 
employer the opportunity to discharge employees under the guise of 
protecting the national security whereas, in fact, there may be other 
motives. 

Much criticism of the existing program comes from eminent men of 
science who believe that restrictions upon the denial of access are dam- 
aging to the Government and to the Nation in that they hamper 
research and development. It is important to ascertain, weigh, and 
ry ta the opinions of loyal, competent persons in the scientific 

eld. 

The denial of clearance to seamen, in effect, prevents them from 
carrying on their chosen vocation. The serious consequence of such a 
denial merits the most painstaking study of a program which will 
protect the national security in a most important field and at the same 
time refrain from the denial of the right to work where the exercise 
of that right is not inimical to the national security. This facet 
of the security problem affects over 395,000 longshoremen and over 
425,000 seamen. 

Another serious question arises out of restrictions upon the right to 
travel through the denial of a passport. Here again national security 
requires that travel rights be denied to those who would use it to 
further a conspiracy intent on the destruction of our institutions, while 
at the same time we must be careful to see that this denial does not 
operate to prevent the legitimate exercise of what some courts have 
called a property right. 

The comparative novelty of the many legal questions involved, and 
the differences of opinion in the courts, require the most careful and 
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painstaking appraisal in order to formulate a cenclusion as to the 
permissible limits of Federal action in the field of security. 

The foregoing considerations as to the nature of the problems 
involved and as to the time required to ascertain the facts, to evaluate 
Monee and to formulate a judgment, while not purporting to be 
all embracing, have moved the Commission to request an extension of 
time to the end that it may discharge the duties imposed upon it as 
required by Public Law 304. 

e will sincerely appreciate your favorable consideration of the 
request of the Commission for an extension of time by the amendment 
of section 9 of the joint resolution, approved August 9, 1955, entitled 
“Joint Resolution To Establish a Commission on Government 
Security” (69 Stat. 595-597), and an amendment to section 4 (a) (2), 
which will permit the retention of consultants already employed. A 
draft copy of the proposed amendment is transmitted herewith. 

Respectfully, 
Loyp Wricat, Chairman 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported, present provisions proposed to be stricken are enclosed 
in black brackets; aa new provisions proposed to be inserted are 
shown in italic: 


Pusiic Law 304—847TH CoNnGREsS 


s = & s = z = 


STAFF OF THE COMMISSION 

Szec. 4. * * * 

(2) The Commission may procure, without regard to the civil- 
service laws and the Classification Act of 1949, as amended, temporary 
and intermittent services to the same extent as is authorized for the 
departments by section 15 of the Act of August 2, 1946 (60 Stat. 810), 
but at rates not to exceed $50 per diem for individuals [.] and provided 
that such services may be procured for more than one year. 


* 2 * * cs a s 
REPORTS 


Src. 9. The Commission may submit interim reports to the Congress 
and the President at such time or times as it deems advisable, and 
shall submit its final report to the Congress and the President not 
later than [December 31, 1956] June 30, 1957. The final report of 
the Commission may propose such legislative enactments and admin- 
istrative actions as in its judgment are necessary to carry out its 
recommendations. The Commission shall cease to exist ninety days 
after submission of its final report. 


oO 


UNIVERSITY OF MICHIGAN LIBRARIES 























84rH Coneress | HOUSE OF REPRESENTATIVES | REport 
2d Session ; No. 2583 





AUTHORIZING AND DIRECTING THE SECRETARY OF THE INTE- 
RIOR TO CONVEY CERTAIN PROPERTY OF THE UNITED STATES 
LOCATEDIN JUNEAU, ALASKA, KNOWN AS THE JUNEAU SUBPORT 
OF EMBARKATION, TO THE TERRITORY OF ALASKA 





Jury 3, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed. 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 6779} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 6779) to authorize and direct the Secretary of 
the Interior to convey certain property of the United States located 
in Juneau, Alaska, known as the Juneau Subport of Embarkation, 
to the Territory of Alaska, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendment is as follows: 

—— 1, line 4, following the word “Alaska” insert the words “a por- 
tion of’’. 

Page 3, line 16, change the colon at the end of the line to a period 
and strike out lines 17 and 18. 


Page 3, line 19, strike out all of section 3 and insert the following 
new language: 


Sec. 3. The conveyance shall be on the express condition that the Territory 
of Alaska will grant to the United States without charge for such period or periods 
as may be necessary as determined by the Secretary of the Army the use of a 
proximately 4,050 square feet of open sto area presently occupied by the 
Alaska Communication System together with rights of ingress and egress and 


rights of way for water lines, sewer lines, telephone and telegraph lines, power 
lines, and other utilities. 


EXPLANATION OF THE BILL 


The pu of H. R. 6779, as amended, introduced by Congressman 
Miller of Nebraska, is to authorize and direct the Secretary of the 


Interior to convey a portion of certain property known as the Juneau 
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Subport of Embarkation in Juneau, Alaska, to the Territory of 
Alaska. 

The 10-acre tidal flat, wharf, and related facilities under con- 
sideration in H. R. 6779 was initially withdrawn for military use by 
Public Land Order 657 dated August 15, 1950. The Department of 
the Army returned the land to the jurisdiction of the Department 
of the Interior on May 6, 1954, which Department is presently 
responsible for its administration. ; 

he Territory of Alaska is anxious to see this conveyance effected 
so that the land and facilities may be utilized as a National Guard 
headquarters and for other territorial activities. 

H. R. 6779 has been amended to delete the reservation to the 
United States of all mineral rights, including oil and gas, in the land to 
be conveyed. Since the land to be conveyed is part of a tidal flat and 
since it will become State property upon admission of Alaska to the 
Union, the committee members believe there is no substantial reason 
for reservation of mineral rights. 

Section 3 has been amended to — that the Territory of Alaska 
will grant to the United States without charge the use of approximately 
4,050 square feet of open storage area presently used by the Alaska 
Communication System and also the rights of ingress and egress and 
utility rights-of-way. 

The reports of the Departments of Interior, Army, and Treasury 
are as follows: 

DxPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 23, 1956. 
Hon. Criarr ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enaue: Your committee has requested a report on 
H. R. 6779, a bill to authorize and direct the Secretary of the Interior 
to convey certain property of the United States located in Juneau, 
Alaska, known as the , Seal Subport of Embarkation, to the 
Territory of Alaska. 

We recommend that H. R. 6779 be enacted. 

This proposed legislation authorizes the conveyance to the Territory 
of Alaska of a portion of the so-called Juneau Subport of Embarkation. 
The tract that would be conveyed to the Territory comprises approxi- 
mately 10 acres of so-called tide-flat land situated adjacent to the city 
of Juneau. It includes a wharf and related facilities. This land was 
withdrawn initially for the use of the Army by Public Land Order 657 
dated August 15, 1950. That Department returned it to the juris- 
diction of this Department on May 6, 1954, where it has been 
administered pending final disposition thereof. 

This property is urgently desired by the Territory for National 
Guard headquarters purposes and for other activities and functions 
of the Territorial government. In our opinion, this conveyance would 
be in the public interest and would not interfere with Federal opera- 
tions in that area. 

As the property is on tidelands, the public-land laws are generally 
not inyolved in the proposed disposal. We note, however, that the 
bill would reserve all minerals to the United States. Because of the 
nature of this property we believe that such a reservation is unneces- 
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pe, in thisinstance. Since in any event the tidelands may be expected 
to become State property upon admission of Alaska to the Union, we 
— there is no substantial reason for reservation of the mineral 
rights. 
he following amendments to H. R. 6779 are recommended for 

purposes of clarification, and for other reasons previously stated: 

(1) On page 1, line 4, immediately following the word “Alaska” 
insert the words “a portion of’’. 

(2) On page 3, line 16, strike out the colon at the end of the line 
and substitute a period in lieu thereof. 

(3) On page 3, lines 17 and 18, strike out the proviso. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your Committee. 

Sincerely yours, 
Wes ey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE Army, 
Washington, D. C., May 22, 1956. 
Hon. Criarr ENGte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. CHarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 6779, 84th Congress, a bill to authorize and direct the 
Secretary of the Interior to convey certain property of the United 
States located in Juneau, Alaska, known as the Juneau Subport of 
Embarkation, to the Territory of Alaska. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for 
expressing the views of the Department of the Army thereon. 

he Department of the Army on behalf of the Department of 
Defense is not opposed to the enactment of this bill provided that it is 
amended in the manner set forth in this report. 

The purpose of the bill is indicated in its title. 

The Juneau Subport of Embarkation was established in Juneau, 
Alaska, in 1942 when 13.05 acres of land were made available by the 
Department of the Interior, subject to use by the Coast Guard of 
2.10 acres. Thereafter the Coast Guard authorized use of the 2.10 
acres plus an additional 0.67 acre. The use of the 13.72 acres was 
acquired at no cost other than $53,000 which was awarded by the 
court in condemnation proceedings for the acquisition of authorized 
privately owned improvements placed upon public lands. Public 
Land Order 657 dated August 15, 1950, made permanent the use of 
lands previously authorized by the Department of the Interior for 
port facilities and the transshipment of materials received from the 
Seattle, Wash., port of embarkation. In 1954 control of the lands was 
relinquished by the Department of the Army to the Department of 
the Interior and to the Coast Guard, the Juneau Subport of Embarka- 
tion having been determined to be excess to the needs of the Depart- 
ment of Defense. It is understood that the lands of the Department 
of the Interior have been assigned to its Fish and Wildlife Service 
for administration. 

The Department of the Army as a condition of the release to the 
Department of the Interior provided for continued use of space by 


UNIVERSITY OF MICHIGAN LIBRARIES 

















4 CONVEY CERTAIN PROPERTY IN JUNEAU TO ‘ALASKA 


Department of the Army, and the Alaska National Guard. 
latter has been using space in two of the buildings at the former 
subport of embarkation under permit from the Fish and Wildlife 
Service. The Governor of Alaska has assured this Department that 
transfer to the Territory will cause no interruption with such use. 

The Alaska Communication System’s requirement for the storage 
of communication equipment has been filled by a permit from the 
Department of the Interior, Fish and Wildlife Service, for 4,050 
square feet of open storage space within the land described in section 
1 of H. R. 6779. Since the area occupied under the permit will be 
required for continued utilization by the Alaska Communication 
System, it is recommended that the bill be amended by deleting sec- 
tion 3 as presently written and substituting therefor the following: 

“Src. 3. The conveyance shall be on the express condition that the 
Territory of Alaska will grant to the United States without charge for 
such period or periods as may be necessary as determined by the 
Secretary of the Army the use of approximately 4,050 square feet of 
open storage area presently sohenied by the Alaska Communication 
System together with rights of ingress and egress and rights of way for 
water lines, sewer lines, telephone and telegraph lines, power lines, 
and other utilities.” 

Enactment of this measure will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


the Alaska Communication System, a facility of the Signal ae 
he 


Witser M. Brucker, 
Secretary of the Army. 


TreASURY DEPARTMENT, 
Washington, D. C., May 22, 1956. 
Hon. Ciair ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: Reference is made to the request of your 
committee for the views of the Treasury Department on H. R. 6779, 
to authorize and direct the Secretary of the Interior to convey certain 
property of the United States located in Juneau, Alaska, known as the 
Juneau Subport of Embarkation, to the Territory of Alaska. 

The purpose of H. R. 6779 is described in its title. The bill provides 
that the Secretary of the Interior shall execute and deliver any con- 
veyances necessary to effectuate the transfer of the land. Mineral 
rights would be reserved to the United States. Also there would be 
reserved to the United States the right of access over roads serving 
buildings or other works operated by the United States in connection 
with the Juneau Subport of Embarkation. 

The Coast Guard has certain rights in land situated south of the 
property sought to be conveyed by the bill. ‘Title to part of the Coast 
Guard property was obtained by Executive Order 9173 dated May 
23, 1942. No significant part of the land transferred by Executive 
Order 9173 appears to be included in H. R. 6779. In addition, the 
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Coast Guard is occupying, under a revocable permit, a parcel of land 
under the control of the Fish and Wildlife Service known as tract C. 
The northern part of tract C, except for a 40-foot strip on the western 
end, abuts on the property sought to be conveyed by the bill. In- 
cluded in the wig rot that would be conveyed by the bill is a parcel of 
land 40 feet by 100 feet, which is part of and on the western end of 
tract C, now occupied by the Coast Guard. 

The Treasury Department would have no objection to the enact- 
ment of H. R. 6779. 

The Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 

Very truly yours, 
Davin W. Kenpatn, 
Acting Secretary of the Treasury. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 6779, as amended. 


O 
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LIMITING PAYMENTS TO CERTAIN BENEFICIARIES OF 
CERTAIN VETERANS 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 10478] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 10478) to amend section 21 of the World War Veterans’ Act, 
1924, to provide for the disposition of certain benefits which are unpaid 
at the death of the intended beneficiary, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill H. R. 10478 do pass. 

The amendments are as follows: 

On page 1, line 6, after the second “the’’, insert “survivor of the”. 

On page 1, line 9, strike out “adult or minor”. 

On page 2, line 1, strike out “section 3 (1) (a) (d) of this Act” and 
insert “paragraph VI of Veterans Regulation Numbered 10, disre- 
garding any part thereof relating to age or marital status’’. 

On page 2, line 6, after the word “in”, strike out “section 3 (5) of 
this Act” and insert “‘paragraph VII of Veterans Regulation Numbered 
10”. 

On page 2, line 9, strike out “beneficiaries” and insert ‘survivors’. 

On page 2, line 12, strike out “originally”. 

On page 2, line 12, after the period, insert: 

Any funds in the hands of a guardian, curator, conservator, 
or person legally vested with the care of the beneficiary or 
his estate, derived from automatic or term insurance payable 
under said Acts, which under the law of the State wherein the 
beneficiary had his last legal residence would escheat to the 
State, shall escheat to the United States and shall be re- 
turned by such guardian, curator, conservator, or person 
legally vested with the care of the beneficiary or his estate, 
71006 
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or by the personal representetie of the deceased beneficiary, 
less legal expenses of any administration necessary to deter- 
mine that an escheat is in order, to the Administrator of 
Veterans’ Affairs. Such funds shall be deposited in the 
Treasury to the credit of the current appropriation (as 
determined by the Administrator of Veterans’ Affairs) from 
which such funds were appropriated. 


On page 3, line 9, strike out “derive” and insert “were derived”’. 
On page 3, line 15, strike out “Administrator, who” and insert: 


personal representative of the deceased beneficiary. Such 
funds, and the proceeds of such property, shall revert and be 
returned by the personal representative to the Administrator 
of Veterans’ Affairs, except that before making such return 
the personal representative shall satisfy the claims of creditors 
and the expenses incident to the administration of the 
estate of the deceased beneficiary from such funds and such 
proceeds if the other assets of the estate of the deceased bene- 
ficiary are insufficient for that purpose. The Administrator 


On page 4, line 1, strike out “living”. 


On page 4, line 2 after ‘(3)’ insert “living at the time the payment 
is made’’, 


On page 4, line 3, strike out “beneficiaries” and insert ‘‘survivors’’. 

On page 4, line 5, strike out “revert to” and insert “‘be deposited 

in”, 
On page 4, line 6, after the word “the” insert “current’’, 
On page 4, line 9, strike out “originally”. 


PRINCIPAL PURPOSE OF THE BILL 


The principal purpose of the bill is to provide that payments of 
gratuities to guardians or other fiduciaries of veterans or their depend- 
ents because the intended recipient is under a legal disability shall, if 
the intended beneficiary dies leaving no wife, husband, child, or 
dependent parent, revert to the United States after payment of the 
just debts of the deceased beneficiary, and of the expenses incident to 
the administration of his estate. 


BACKGROUND OF THE BILL 


During the recess after the Ist session of the 84th Congress, the 
chairman of the committee had called to his attention the fact that 
there exists a large number of estates which are being continually 
augmented by payments made on account of incompetent veterans. 
In many instances these estates have already reached a considerable 
magnitude. The preliminary information received indicated that 
these estates are building up in a fashion never contemplated by the 
Congress when it enacted section 21 of the World War Veterans’ Act, 
1924. The chairman thereupon addressed a letter to managers of all 
Veterans’ Administration neuropsychiatric hospitals, all 67 Veterans’ 
Administration regional offices, each of the 3 Veterans’ Administration 
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District Offices and the Central Office in Washington, D. C. The 
chairman also had a special inquiry made into five of the largest 
Veterans’ Administration neuropsychiatric hospitals concerning funds 
of patients and funds held by guardians of patients. 

plies were received from the hospitals, district, and regional 
offices. Samples of these replies, set forth in narrative accounts, are 
reproduced in appendix A of this report. These replies are set forth 
verbatim as received by the committee and indicate that there are 
literally hundreds of cases—involving estates derived from compensa- 
tion and pension amounting to thousands of dollars—which are held for 
incompetent veterans or other beneficiaries who have no close relatives. 
One such estate, for example, held for a veteran having no close 
relatives, amounts to over $250,000. 

Unless the Congress acts in this field, a substantial number of these 
estates, with future increments thereto, will, upon the death of the 
intended beneficiary, go to distant relatives who were never intended 
by the Congress to benefit from the program of benefits for veterans 
and their dependents. It might be worthy of note at this point that 
there has never been a program of gratuitous benefits for veterans or 
their dependents which has provided for benefits to be paid to distant 
relatives of the veterans. The programs have always been confined 
to the veterans themselves, and their immediate families. 

As an indication of the scope of the problem involved, the total 
value of estates of beneficiaries under guardianship of one sort or 
another, was as of June 30, 1955, $496,664,861; the number of bene- 
ficiaries under guardianship as of that time was 339,447 (consisting of 
232,468 minors and 107,009 incompetents). Over $55 million, as of 
that time, was held in the personal funds of patients in Veterans’ 
Administration facilities. 


EXPLANATION OF THE BILL 


The purpose of the bill is to prevent any funds of the kinds specified 
which are held for the credit of a beneficiary of the Veterans’ Admin- 
istration, who is under a legal disability, from being paid upon the 
death of the beneficiary to any person other than the spouse, child or 
children (adult or minor), or dependent parents of the beneficiary. 
Where there is no spouse, child, or dependent parent, such funds, less 
debts and expenses of administration of the estate, will revert to the 
United States. 

The benefits affected by the bill are (1) compensation for service- 
connected disability or deaths, (2) pension for non-service-connected 
disability or death, (3) emergency officers’ retirement pay, (4) service- 
men’s indemnity, and (5) retirement pay. 

It should be noted that all the above payments are gratuities. The 
bill does not in any way affect United States Government Life Insur- 
ance or National Service Life Insurance. This is in line with current 
regulations and interpretations by the Veterans’ Administration. 

he bill provides that these benefits, whether paid before or after 
the enactment of the bill, and the increment derived therefrom, shall, 
in the case of the death of a veteran or other beneficiary under legal 
disability, revert to the United States after payment of debts of the 
beneficiary and the expense of administering his estate, unless the 
beneficiary is survived by a spouse, child, or dependent parent. 
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The Congress has dealt generously with veterans of this country 
from the time of the Revolution until the present date; however, this 
generosity has been directed toward the veterans themselves and their 
dependents. It has never been the intent of the Congress that 
veterans’ benefits should be accumulated for the enrichment of uncles 
and aunts, nieces and nephews, cousins, and other more distant 
relatives who, in most instances, had very little to do with the bene- 
ficiary, and who were not affected by his service to the United States, 

It is for this reason that the committee recommends this legislation 
apply to payments made in the past as well as to payments made in 
the future. 

It should be stressed that this bill will in no way affect any veteran 
adversely. The bill will permit the beneficiary, upon recovery from 
his legal disability, to receive the full benefits of the money paid on 
his account. The bill will, however, effectively bar the building up of 
large estates to go to distant relatives having, in most instances, no 
real interest in the welfare of the veteran. 

It is not possible to estimate the savings which will accrue to the 
United States as a result of this legislation; however, there can be little 
doubt but that substantial amounts, running into millions of dollars 
over the next few years, will revert to the Treasury if the bill is enacted, 


THE CONSTITUTIONAL QUESTION 


After H. R. 10478 was introduced, the chairman addressed a letter 
to the chief attorney of each of the Veterans’ Administration offices, 
asking each attorney for his frank personal comments on the bill. 
As may be expected, the replies received differed in the viewpoints 
expressed regarding the constitutionality of the proposed legislation 
insofar as it applies to payments already made to guardians and other 
fiduciaries. No such question, of course, exists with respect to future 
payments. 

Some of the replies from chief attorneys, and the report of the 
Veterans’ Administration on this legislation, indicate that there may 
be constitutional objections to the bill insofar as it relates to payments 
made in the past. 

The committee, while conceding that a constitutional question may 
exist, firmly believes that a sound interpretation of the law favors 
constitutionality. 

It should be understood that the bill does not take from any person 
any property which he now owns or to which he now has a vested 
interest. The bill does not provide that property of any person under 
legal disability shall be taken from him. If the beneficiary regains 
competency or attains majority, the accrued payments become his 
absolute property and are not affected by the bill. The bill does, in 
the case of future deaths, take from distant relatives of a veteran or 
other beneficiary, their present expectancy of inheriting that part of 
the estate derived from gratuities paid by the United States. No 
right to receive the estate of a beneficiary vests before the beneficiary 
dies. It follows, then, that the bill does not take away the vested 
rights of any person but merely prevents his expectancy from ever 
vesting. 

Suggestions that the bill will be unconstitutional, insofar as it will 
operate retroactively, appear to be based upon the theory that once the 
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United States has turned over funds to a guardian or other fiduciary, 
the United States has no further control over them. This argument 
ignores a one history of action by the Congress taken to preserve for 
its intended beneficiaries the benefits established for them. For ex- 
ample, the Congress has prescribed penalties under Federal law for 

ardians who misappropriate funds of beneficiaries derived from 
Federal payments (even though State laws also provide penalties 
for the same types of sindase . 

Similarly, the Congress has given the Administrator of Veterans’ 
Affairs supervisory responsibilities insofar as it concerns expenditures 
made by these guardians. The Administrator oversees expenditures 
and investments made by persons having custody of beneficiaries. 
Congress has established limitations on the amount of fees which can 
be charged for assisting beneficiaries to obtain pensions. This type of 
legislation has been held valid, even when applied to contracts made 
before the enactment of the law under which payments are made, and 
waicb were valid when made and valid under State law. 

A further type of action taken by the Congress to provide that its 
intended beneficiaries will receive in full the benefits intended for 
them is the action taken in providing that pensions and other similar 
gratuities are exempt from taxation and claims of creditors. 

While it is not suggested that the preceding instances are directly 
in point on the constitutional question here involved, they are cited 
for the purpose of showing that Congress has always continued to 
assert some control over such funds after payment. 

Present law provides that the benefits affected by the bill will not 
escheat to the States, but will revert to the United States. This indi- 
cates that the United States can provide that rights in accumulated 
pensions in the hands of a guardian are different from rights in other 
property. This provision has survived at least one attack on its 
—oaee (See In re Lindquist’s Estate, 144 P. 2d 438, 154 

. 2d 879.) 

Finally, the Congress has heretofore done substantially what this 
bill proposes to do. For many years the law provided that pension 
payable to incompetent veterans in homes for disabled veterans 
should be paid to the head of the home, and that on the death of such 
a veteran, any accumulated balance should be paid to his personal 
representative. In 1902 this provision was changed so as to provide 
that such accumulated balances, whether paid before or after the 
enactment of the amendment, should be paid to the head of the home 
unless the veteran was survived by a wife, child, or dependent parent. 
The retroactive feature of this provision does not appear to have 
been challenged. 

Summaries and extracts from three Supreme Court decisions 
which the committee finds particularly persuasive as indicating the 
attitude of the courts toward veteran pension and compensation are 
set forth below. A number of other cases relevant to this question 
are reproduced in appendix B of this report. 


United States v. Hall (98 U. 8. 343) 


The guardian of a 16-year-old child embezzled pension paid to him on behalf 
of the child. When tried under a Federal law making such acts criminal, the 
accused claimed he could not be prosecuted under the Federal law because once 
the pension is paid to him the laws of the State apply and the Federal Government 
cannot regulate the activities of guardians appointed under State law. 
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The court dismissed these contentions, and in course of its opinion pointed out 


that Congress has often passed laws (a) prohibiting recipients from assigning 


their rights to pension, (b) exempting Federal pension from the claims of creditors 
even though this ran contrary to the State laws providing homestead exemptions, 
(c) Pan 3 ing the fees which pensioners may pay attorneys. 

he court makes the following statements which would seem to be indicative: 

“Enactments of the kind [granting pensions], it is conceded, may be valid; 
and if so, it is difficult to see why Congress may not pass laws to protect the fund 
np tee for such a beneficiary of the Government, certainly until it reaches 

ands. 

‘Without more, these selections from the almost innumerable lists of acts 
passed granting pensions are sufficient to prove that throughout the whole period 
since the Constitution it has been the Rolicy of Congress to enact such regulations 
as will secure to the beneficiaries of the pensions granted the exclusive use and 
benefit of the money appropriated and paid for that purpose.” 

‘Pensioners of the kind are, in certain aspects, wards of the United States.” 

“Enough appears in these references to the legislation of the Congress under 
the Constitution to show that throughout the entire period since its adoption 
it has been the unchallenged practice of the legislative department of the Govern- 
ment, with the sanction of every President, including the Father of the Country, 
to pass laws to prevent the diversion of pension-money from inuring solely to the 
use and benefit of those to whom the pocsiows are granted,” 

“But the court is unhesitatingly of a different opinion [than the defendant), 
for several reasons: * * * 3, Because the word ‘guardian,’ as used in acts of 
Congress, is merely the designation of the person to whom the money granted may 
be paid for the use and benefit of the pensioners * * *, 6. Because the theory 
of the defendant that the act of Congress augments, lessens, or makes any change 
in respect to the duties of a guardian under State law is entirely erroneous, * * *,” 


United States v. Teller (107 U. 8S. 64) 


General Burnett claimed that having awarded him pension under a private act, 
Congress could not later cut him off. 

The Court states: 

“It was competent for Congress to pass this act. No pensioner has a vested 
legal right to his pension. Pensions are the bounty of the Government, which 
Congress has the right to give, withhold, distribute, or recall at its discretion.” 


Abbott v. Morgenthau (93 F, 2d 242) 


This case, though not directly in point, involves a statutory provision similar 
to the provisions of the bill. 

This statute amended the law which provided that unused balances of pension 
in the hands of the treasurer of a veterans’ home should be paid to the personal 
representative of the pensioner when he dies. The amendment provided, as does 
the present bill, that such balances should be paid only to the spouse, child, or 
dependent parent, or, if there is none, then to the board of managers of the home. 
Though this provision applied retroactively, its validity was never questioned 
in a case involving retroactivity. However, in Abbott v. Morgenthau the Court 
had the case of a pensioner who died in a home and was not survived by a spouse, 
child, or dependent parent. The personal representatives of the pensioner con- 
tested the validity of this provision on the ground that the pensioner had not 
consented to it. The Court said: 

“{This] is a self-executing act—complete in itself and requiring neither consent 
or agreement to become operative. It ‘was not, therefore, Felley’s consent that 
transferred the pension money to the home fund, but his presence in the home. 
Congress said he could not oiler both gratuities. It must be borne in mind that 
Felley had no vested interest or rights in the pension money. He had no vested 
legal right to a pension at all, for, as has been said time and time again, pensions 
are bounties which Congress has the right to give, to withhold, to distribute, or 
to recall, at its discretion [citing Walton, Administrator v. Cotton et al., 19 How. 
355; U. S. v. Hall, 98 U. 8. 343; U. 8S. v. Teller, 107 U.S. 64; Pennie v. Reis 
132'U. 8. 464; Frisbie v. U. 8., 157 U. 8. 160]. When, therefore, it is considered 
that Congress could annex whatever conditions it pleased, whenever it ¥ sopra 
to the grant or the gratuity, it seems clear to us that it was competent for Congress 
to say, as it did say, that, if anyone etorst the benefits of the home and was still 
a member of the home at the time of his death, his accumulated pension money 


should be distributed in a particular manner. Indeed, the provision in the act 
‘for distribution of the balance to certain limited relatives of the deceased pensioner 
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was itself but another gratuity, and since, as we have pointed out, there is and 
can be no dissent from the proposition that Congress may give, withhold, distri- 
bute, or recall and change at will its gratuities, it seems beyond dispute that 
when it does so it is the duty of the courts to give effect to the congressional 
purpose.” 

CONCLUSION 


It is recognized that reasonable minds often differ in the interpreta- 
tion of statutes. However, it does appear that existing law might 
have been interpreted and administered in such a manner as to pre- 
clude in most instances the building up of large estates such as set 
out in appendix A. Without taking issue with the Veterans’ 
Administration’s interpretation of the law, it must be noted that a 
proper concern on the part of the Administrator would have resulted 
in a full disclosure to the Congress of existing facts; however, it re- 
quired a survey by this committee to solicit the basic facts and acquire 
full information as to the true status of the problem. 

In many instances the estates in question have been building up 
for a period of 30 or more years. It seems clear that the Congress 
never intended for such estates to be accumulated for the benefit of 
distant relatives and consequently, we can only conclude that the 
Veterans’ Administration has been derelict in its duty. 

The committee feels that a serious problem is involved in the build- 
ing up of large estates for veterans and other beneficiaries under legal 
disabilities, when these estates will eventually be distributed to persons 
never within the contemplation of the Congress when enacting legisla- 
tion for veterans. The bill reported by the committee will more 
effectively carry out the congressional intent in legislation to benefit 
veterans and their immediate dependents, and should be adopted. 


Appenpix A 
Excerpts From Repuirs or Crier ATTORNEYS 


Income From Investments $1,100 Annually 


The veteran’s estate amounts to $45,761.60. It is derived entirely 
from compensation benefits and United States Government life- 
insurance payments. Because of the dependency of his mother, 
compensation benefits of $198.50 monthly were payable until her 
death on April 15, 1955. The insurance payments of $57.50 monthly 
continue. Approximately $100 annually is expended for the direct 
benefit of the veteran, although income from investments alone is in 
excess of $1,100 annually. 

A brother or collaterals may eventually inherit this estate. 
is @ service-connected veteran of World War I who has been 
hospitalized by the Veterans’ Administration since his discharge from 
service. A committee was first appointed in 1918 and a sister, Mary 
Bond, is now acting as such, 

The veteran’s estate amounts to $27,064.63, and is derived entirely 
from compensation benefits and United States Government. life- 
insurance payments. Because of the dependency of his mother, 
compensation benefits of $167.50 monthly were payable until her 
death on December 6, 1949. The insurance payments of $40.25 
monthly continue. An average of less than $100 annually bas been 
expended for the direct benefit of the veteran. 
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Surviving brothers and sisters or their descendants will eventually 
inherit a sizable estate derived entirely from Veterans’ Administration 
payments. 

$100,000 Estate— World War II Veteran 


As this veteran is only 36 years of age, it is possible that his estate 
may eventually exceed $100,000, to inherited by brothers and 
sisters, or their descendants. This situation is not unique and per- 
tains to competent as well as to incompetent veterans. 
is a service-connected veteran of World War II who has been 
hospitalized at the Veterans’ Administration Hospital, , since 
August 6, 1948. The was appointed committee on March 19, 
1951. 

The committee holds an estate of $8,362.92, consisting entirely of 
Veterans’ Administration compensation payments. Compensation of 
$216 monthly is currently being paid because of the dependency of the 
veteran’s parents, which was established in 1951. As only $35 
monthly is forwarded to the dependent parents in Greece and only 
$100 annually expended for the direct benefit of the veteran, income 
exceeds expenditures by more than $2,100 annually. As a result, 
a large estate will be accumulated before the deaths of the dependent 
parents. This estate may eventually be inherited by the veteran’s 
brother or other collateral relatives. 
is a service-connected peacetime veteran who has been con- 
tinuously hospitalized at the Veterans’ Administration Hospital, 
, since 1936. The , Was appointed committee on April 
20, 1936. 

The committee holds an estate of $22,667.46, consisting entirely 
of Veterans’ Administration compensation payments. Compensa- 
tion of $124.40 monthly was paid only because of the dependency of 
the veteran’s father until his death on November 14, 1949. An 
average of $150 annually is disbursed for the direct benefit of the 
veteran, an amount less than the income from investments. 

Upon his death, the veteran’s estate will pass to his numerous 
brothers and sisters or their descendants; brothers and sisters whose 
failure to support their father resulted in the accumulation of a large 
estate, consisting exclusively of Veterans’ Administration benefits. 
is a service-connected veteren of World War I who has been 
hospitalized by the Government since his discharge from service. He 
is now a patient at the Veterans’ Administration Hospital, 
is now acting as committee, having succeeded the original 
committee appointed on April 14, 1919. 





























Dependent Mother in Russia 


The veteran had a dependent mother living in Russia, who was 
also under guardianship. She died January 1, 1936. Payments 
were suspended under Veterans Regulation No. 6 (C) then in effect. 
At that time there was an estate of approximately $9,300. Disability- 
insurance benefits (U. S. Government life insurance) at $26.99 per 
month continued payable together with the income from investments. 
Due to the relatively small requirements of the veteran, who remained 
a patient at the Veterans’ Administration hospital, , the estate 





continued to increase until the veteran’s death August 5, 1950. 
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Three Nephews in Italy 


The veteran now deceased and file has been obsoleted. The fol- 
lowing is submitted based on recollection: Veteran hospitalized for 
many Poor immediately following World War I. Guardian ap- 
pointed at about time of hospitalization. VA entitlement 100 per- 
cent service-connected disability and $57.50 monthly United States 
Government life-insurance payments. Full amount of disability 
compensation entitlement was paid at all times from veterans’ initial 
hospitalization until his death during the past year by reason of the 
fact that his parents, living in Italy, were considered dependents, 
and, at time of death of the last surviving dependent parent, which 
preceded the veteran’s death by a short time, the veteran was not 
receiving hospitalization. At veteran’s death, his estate amounted 
to approximately $30,000 and consisted of almost, if not all, VA 
benefits. Heirs: 3 nephews in Italy and 1 living in Michigan. 


Brothers in Sweden 








,a% World War I veteran, was under guardianship of a 
lawyer, from June 25, 1923, and was a VA patient from the 
approximate date of discharge from military service until the veteran 
died on March 11, 1955. Although disability-compensation benefits 
were suspended pursuant to then existing legislation on June 30, 1933, 
$8,423.75 in benefits had been paid to the guardian prior thereto. In 
addition the guardian received disability-insurance benefits of approx- 
imately $15,000 on the veteran’s war-risk insurance policy. This 
sum, together with compensation benefits and earnings on both, 
brought the total estate to $38,270.60 at the time of death. These 
oi De being distributed to brothers and sisters in Sweden and 
inland. 





Benefits for Greek Citizens 


(World War I).—Veteran hospitalized since June 4, 1925. Guar- 
dian appointed November 9, 1921. VA entitlement service-con- 
nected disability 100 percent. Present value of estate, $24,305.74, 
all VA funds. Monthly payments, $198.50 continuing by reason 
of dependent mother residing in Greece. Mother is past 90 years of 
age. Potential heirs: Mother and possibly other relatives unknown 
at present. Estate is accumulating by reason of the small require- 
ments of veteran, which have been met over the past 10 years by an 
expenditure of less than $100 per year, average. Mother receives 
$100 per month per court order, which has been determined to be 
adequate for her needs. 
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Six Brothers and Sisters Benefit 





is presently 62 years of age and single. He is a patient at 
the Veterans’ Administration hospital at , and has been con- 





tinuously since 1927. He is 100 percent service connected for de- 
mentia praecox and has been so rated since his discharge from the 
Navy after World War I (on March 4, 1919). This veteran’s bene- 
fits have been stopped since approximately 1931, due to his estate 
being over $3,000 and no dependents. The father died in the early 
1920’s and the mother was never shown to be dependent and would 
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be presently, if known to be living, 83 years of age. There is no 
record of her death. The veteran’s estate at present, according to 
the guardian’s last accounting, is $51,980.40 and the guardian still 
receives war-risk insurance benefits at the rate of $57.50 per month. 
There were six brothers and sisters, who apparently would be the 
only heirs, and there are no apparent dependents. 


Polish Beneficiaries 





is a World War I veteran, who has been rated 100 percent 
service connected since his discharge from World War I on November 
17, 1919. He has been in the VA hospital since 1925. Pay- 
ments were stopped on his behalf to the guardian in 1939, due to the 
fact that his dependent mother, of Woj, Wolynakie, Poland, 
was in Poland at the outbreak of the war. The guardian has never 
heard from her since that time, and any relatives the veteran might 
have would apparently be in Poland. This veteran’s estate, according 
to the last accounting of February 18, 1955, amounted to $56,094. 
The guardian is still in receipt of war risk insurance benefits at the 
rate of $57.50 per month. The veteran was listed as single and to our 
knowledge, has no wife, children, or dependent parent. 








Distant Relative 


In case the facts are similar to those in case No. 1, with the fol- 
lowing exceptions: Present value of the estate is in excess of $45,000. 
Payments of compensation were stopped January 31, 1931, by reason 
of veteran’s estate exceeding $3,000. No payments of compensation 
have been made since that time. The estate was accumulated 
during various extended periods of hospitalization when the veteran 
was paid compensation and received insurance payments of $56.02 
per month since May of 1923. Insurance payments are currently 
being made to the conservator. In the event of the veteran’s death, 
since he has no wife, child, or dependent parent, his estate would, 
under the statute, be distributed to more distant relatives. 


Nephew or His Heirs Benefits 


Our chief attorney reports that we have experienced no cases of 
the distribution of a veteran’s estate to distant relatives as con- 
templated in your inquiry since the activation of this regional office. 
The situation could occur in the near future in one instance. One 
elderly female veteran of World War I was hospitalized soon after 
service because of dementia praecox. Years later, senile and com- 
pletely disoriented, she was placed in a convalescent home where she 
now resides. She receives $181 monthly compensation and $57.50 
monthly war risk insurance from the Veterans’ Administration. Her 
estate, representing only Veterans’ Administration payments and 
earnings thereon now totals $49.676.84. Her next-of-kin and heir- 
at-law is a sister in much the same condition as the veteran, except 
financially. Neither has very long to live and upon the death of the 
survivor, the estate will be distributed to a nephew, or his heirs. 
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Relatives in Europe and South America 


. This veteran served from May 23, 1918, to August 27, 1918. 
He has a service-connected mental disability. He is not hospitalized. 
A committee has handled his estate since August 4, 1922. The 
committee receives disability compensation of $181 per month and 
insurance of $57.50. His estate is valued at $54,813.39. The com- 
mittee expends $100 per month for room, board, and maintenance; 
$35 per month for spending money and such amounts as are needed 
for medical and dental care. 

The veteran has 1 brother in this country, 2 brothers and a sister 
residing in Poland and a sister residing in East Prussia. There is 
another sister, who was last heard from 10 years ago when she was 
living in Buenos Aires, Argentina. 





$50,000 Estate to Sister in Italy 


. This veteran served from July 22, 1918 to December 15, 
1918. He had a service-connected disability and was hospitalized 
at Veterans’ Administration expense since shortly after his discharge. 
A committee handled his estate since December 20, 1924. Since the 
veteran had a dependent father in Italy, payments of disability 
compensation were made to the committee until November 1940 
when they were discontinued as information as to the continued 
dependency could not be obtained from Italy, due to the unsettled 
conditions in that country. At that time the veteran’s estate was 
valued at $34,382.53. The father died in 1941 so compensation 
—— were never resumed. The veteran died January 15, 1954 
eaving one sister, in Italy, surviving him. ‘The committee turned over 
to the administrator of the veteran’s estate the sum of $50,504.18, 
which will eventually be paid to the sister. 





Estate 36 Years Old 


The sixth and last case, with a current estate valuation slightly 
exceeding $60,000, is perhaps illustrative of accumulations which may 
have resulted in the very old estates in which nominal disbursements 
have been required and which have had the benefit of excellent estate 
management, This estate has been in existence for a period of 36 
years. Full compensation benefit payments were made into the 
estate of $100 per month up to September 1, 1925; thereafter, said 
benefit payments were reduced to $20 per month and so continued 
until July 31, 1930. No gratuity-benefit payments whatsoever have 
been paid into the estate during the past 25% years. The estate has 
been continuously administered by a near relative, but not within the 
relationship of wife, child, or dependent parent. 


Estates Accumulated Because of Dependents 


There are 3 cases in this office similar in nature to the 1 you have 
described. In case an estate of $55,061.77 has been accumulated. 
The incompetent has been in the Veterans’ Administration Hospital 
for many years, but continues to draw compensation because he has 
a dependent mother. In case, the facts are identical and an estate 
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of $25,417.33 has been accumulated. In case, the incompetent has 
been in the Veterans’ Administration Hospital for many years. He 
has an estate of $16,860, which was accumulated before his depend- 
ent mother died in 1948. Since that time, payments have been dis- 
continued because his estate exceeds the statutory limits of $1,500. 

One other case may be of interest. In that case, an estate of $16,021 
has been accumulated. ‘The incompetent has been in the Utah State 
Hospital for a long period of time, and the guardian has paid the cost 
of hospitalization, fixed by the State at $50 permonth. The Veterans’ 
Administration has paid his guardian the full amount of his compensa- 
tion, resulting in the accumulation. 


$52,000 Estate 





—. This veteran, who is still alive, has been under guardianship 
since 1921. At all times, since that date, he has been a patient in the 
VA Hospital at American Lake, Wash. Until the death of his de- 
pendent mother in 1942, he received 100 percent service-connected 
compensation payments, in addition to $56.76 per month from war- 
risk insurance. The compensation was discontinued in 1942 because 
of the size of his estate, as he was without dependents, but the insur- 
ance payments have continued. At the present time, his estate 
totals approximately $52,000. He has no wife, child, or parent, and 
upon his death his estate will go to collateral heirs. 


Payment to Brother in Hungary 





. This veteran was discharged incompetent 1918 and 
hospitalized by the VA until August 12, 1924. At that time he was 
returned to Hungary at his own expense and placed in a state institu- 
tion where he remained until his death December 20, 1942. The 
veteran had been in receipt of compensation and disability insurance 
payments at the time of his return to Hungary, his estate totaling 
$8,026.36. No compensation was paid in the year 1926; otherwise, 
compensation and insurance payments continued through March 1942. 
Monthly allowance of $60 was remitted by the guardian for the 
veteran’s support and maintenance through December 1940. A sub- 
stantial estate accumulated because income to the estate from com- 
pensation, insurance and earnings on investments greatly exceeded 
expenditures. In 1947, a total estate of $32,026.52 was delivered to 
the administrator of the veteran’s estate. The file indicates that 
distribution was originally made to the estate of a deceased brother 
who had been a resident of Hungary, with subsequent administration 
and distribution to this man’s widow and son, also residents of 


Hu : 
— Hospitalized Since 1918 





. This veteran was originally rated incompetent and hos- 
pitalized March 1918. Accrued compensation of $6,336.18 was paid 
in January 1924. Dependency of mother was established June 1926. 
Compensation was stopped December 1929 under General Order 382, 
but resumed January 13, 1936, and continued through October 1940 
when payments were — pending determination as to continued 
dependency of mother. Payments were not resumed. It was deter- 


mined the mother died in Poland March 1946. There is no record 
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of disability insurance payments. Veteran has been hospitalized 
almost continuously since his discharge in 1918, and is now hospital- 
ized. Total value of the estate as of the last accounting by the 
guardian is $30,805.66. 


30 Years a Patient—$66,000 Estate 


The committee for the estate of is receiving from the 
Veterans’ Administration disability compensation in the amount of 
$181 monthly and United States Government insurance in the amount 
of $57.50. e last accounting reports a balance on hand received 
from the Veterans’ Administration in the amount of $66,243.72. 
The veteran has been a patient in the State hospital for the past 30 
or more years. His only relative of record is a sister. Disability 
compensation payments were suspended under the provisions of 
Veterans Regulation No. 6 and were subsequently resumed under 
the provisions of Public Law 662, 79th Congress. 





Benefits to Stepfather of 30 Days 





. This veteran drew service connected benefits from the date 
of his commitment to a State hospital in the year 1922 until his death 
in 1954, at which time his estate was valued at more than $30,000. 
After payment of administration costs a balance in excess of $30,000 
was paid to the estate of his mother, who had survived him but whose 
death occurred before actual distribution of the veteran’s estate. 
There is information of record to the effect that the mother remarried 
less than 30 days prior to her death and that this individual has re- 
ceived, or will receive, the surviving husband’s share of her estate. 
Records show that this veteran was raised by foster parents, who 
oar an him, and that he never left the confines of the State 
ospital from the date of commitment in 1922 to the date of death 
in 1954. No next of kin were ever located until about July 18, 1942, 
when notice was received of an application by one claiming assistance 
from the estate as the veteran’s dapecdant natural mother. As the 
result of this application to the county court and hearing thereon, 
the court decreed her to be the nat mother and ordered certain 
allowances paid from the estate. Support allowance payments to her 
were thereafter continued until the veteran’s death. 


80-Year-Old Veteran—$56,000 Estate 


. A World War I veteran. He has been under guardian- 
ship since February 1920. He is a single man, no children, with a 
dependent parent, , who is past 80 years of age, and in a 
greatly weakened condition. At the time of the date of this memo- 
randum, veteran has an estate of approximately $56,000, which was 
derived basically from service-connected disability compensation and 
war risk insurance. Veteran’s estate increases at a rate of approxi- 
mately $2,000 a year. He is now and has been a patient at the VA 
hospital, , for a period of over 20 years. Veteran’s mental 
prognosis is poor, <4, his general health arpeneany is good, 
and he will probably live for a number of years. Veteran’s depend- 











ent parent, 





, receives $75 a month from veteran’s estate, 
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which is ample for his needs.’ Veteran is survived by one sister and 
several nephews and nieces who will be the heirs at law of this veteran, 
and receive the corpus of the estate at his death, in the event that the 
father does not survive veteran. 


$47,000 in Government Bonds—Brother to Benefit 


. Present. estate, $47,297; under guardianship since 1926 to 
receive Government insurance payments, which are still being paid; 
assets all United States bonds; brother nearest relative; dependent 
mp iner Sih 1941, up to which time compensation payments were 
received, 





$31,000 Estate—Income From Investments 





. Under guardianship since 1920; estate $31,122; no VA 
payments being made; income solely from investments; brother (if 
alive) nearest relative, in Poland; compensation payments therefore 
suspended, 

Two Brothers—$85,000 Estate 





. This World War I veteran has been under guardianship 
since May 1920. He has been a patient in State hospital since 
January 1923. As of July 1955 his total estate was $37,946.26 of 
which 31,746.26 is traceable to benefits paid by the Veterans’ Ad- 
ministration. Current payments are being made of $181 a month 
for service-connected disabilities. He has no legal dependents. His 
next of kin is a brother, , also under guardianship, whose estate 
is over $48,000, 95 percent of which is traceable to funds paid by the 
Veterans’ Administration. 








Niece and Nephew in Switzerland 





. World War I veteran under guardianship from November 
1926 to August 30, 1955, date of his death: At the time of his death 
he was drawing 100-percent service-connected compensation. He 
was hospitalized in Veterans’ Administration hospital, from 
1925 to 1931. In 1931, at his wish, he was delivered to the care of a 
brother in Zurich, Switzerland. He died in Zurich leaving an estate 
of $36,000, all derived from Veterans’ Administration benefits. Ap- 
parently, 1 niece and 2 nephews living in Switzerland will inherit, as 
no closer next to kin are known to exist. 





Relatives Uninterested 


Case No. 2: This veteran served in World War I from April 6, 1917, 
to January 13, 1920. He was admitted to the Veterans’ Administra- 
tion hospital at , on March 7, 1921, where he has been con- 
tinuously hospitalized since that time. A guardian qualified for the 
veteran’s estate on February 13, 1922. Since the appointment of 
said guardian, there has been expended directly for the Penefit of the 





veteran only about $2,000. The veteran’s mother and father are 
both deceased and our records disclose that he had 4 brothers and 2 
sisters, although there is an indication: that. these brothers and sisters 
are deceased. He is, however, survived by nieces and nephews who 
are eligible to take under the laws of descent and distribution of this 
State, which now amounts to $42,186.59, all of which came from the 
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Veterans’ Administration or interest on investments from VA funds. 
The veteran’s estate has been paid disability insurance of $57.50 
monthly since January 14, 1920, or a total payment of disability 
insurance of $24,150 as of January 14, 1956. In addition to the afore- 
said disability insurance, the veteran received disability compensation 
at varying rates ranging from $20 monthly to $100 monthly from 
January 14, 1920, until September 30, 1930, at which time the disa- 
bility compensation was suspended under the provisions of Public 
Law No. 2, 73d Congress, his dependent father having died. One of 
the attorneys of this center recalls a conversation with the guardian 
in this case wherein it was disclosed that the veteran has only nieces 
and nephews eligible to eventually inherit the estate and none of the 
relatives personally contacted by the guardian exhibited any interest 
in the veteran or any desire to ps ip i visit him at the hospital 
in , even at the expense of the estate. 





Brother Receives $41,000 





. The veteran has been continuously hospitalized in a State 
hospital with brief sojourns in sanitariums since 1925. He was 
awarded 100 percent service-connected disability. Upon his death 
in July 1954 his estate of $41,033.33 comprised wholly of Veterans’ 
Administration benefits, passed to his brother. 


Distant Relative to Receive $30,000 


———. Estate of $30,917.68, representing Veterans’ Administra- 
tion benefits obtained under Post Fund Statute (38 U.S. C. A. 17). 
Will go to distant relative if claimed within the statutory period. 


Cousin in Germany 


One is the case of a veteran who died intestate leaving assets in the 
amount of $26,500. The veteran died without heirs, spouse, or known 
next of kin entitled under the laws of Oregon to his personal property. 
The administrator of the estate has alleged in determination of 
heirship proceedings that the veteran has a first cousin who resides in 
Germany who is entitled to his estate. The case is now in the process 
of litigation as to whether reciprocal rights of inheritance existed 
between the Western Zone of Germany, where the alleged cousin 
resides, and the United States at the time of the veteran’s death. 


World War I Veteran Estate of $67,000 





, an incompetent World War I veteran, served from April 4, 
1918, to August 20, 1918, with the Armed Forces of the United States. 
Disability compensation for a service-connected disability has been 
paid in his behalf from August 21, 1918, to the present time with the 
exception of periods when he was hospitalized in a Veterans’ Admin- 
istration hospital. Also disability insurance payments were made 
in his behalf from August 21, 1918, to February 19, 1943, at the monthly 
rate of $57.50. His guardian, , appointed October 25, 1919, 
by the Court of Common Pleas, , is receiving disability com- 
pensation at the monthly rate of $181 in his behalf. The guardian is 
paying from his estate allowances for his maintenance to his sister 
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with whom he resides. His Veterans’ Administration funds have 
accumulated, have been invested by the guardian and at the present 
time his estate is in the amount of $67,385.91. The sister with whom 
he resides would be his heir under the statutes provided she 
survives him. He also has a niece who is the daughter of this sister 
and also a second cousin living at the present time. 





$67,000 Estate 





is an incompetent World War I veteran who has been 
hospitalized many times in Veterans’ Administration Hospitals 
since his discharge on February 7, 1919, but presently is not hospital- 
ized. Payments of disability compensation in various amounts and 
ayments of disability insurance at the monthly rate of $57.50 have 
2s made in his behalf since the date of his discharge. At the 
present time his guardian, The ‘ is receiving the sum 
of $181 disability compensation for a 100 percent service-connected 
disability and the monthly disability-insurance payment of $57.50. 
The guardian is paying funds from his estate for his maintenance at 
the home of his brother. The present value of the veteran’s estate 
is $67,571.22. He has two brothers at the present time who would 
be his heirs under the laws of the State of provided they 
survive him. 
is an incompetent World War I veteran in whose behalf 100 
percent disability compensation has been paid since May 4, 1919 
following his discharge from service. This veteran has at all times 
since his discharge been hospitalized at a Government hospital but 
payments were continued in his behalf as he had a dependent mother. 
However, upon the death of his mother, payments were suspended 
as of April 8, 1939 inasmuch as his estate was in excess of $1,500. 
The veteran’s guardian, The , is receiving payments of dis- 
ability insurance in the amount of $57.06 monthly. These payments 
have been in effect since May 4, 1919 and are continuing as they are 
not subject to suspension due to the size of the estate. In addition 
to these payments, the guardian also received the proceeds from the 
veteran’s adjusted service certificate in the amount of $1,565. The 
present value of the veteran’s estate is $55,923.09. He has a sister 
who would be his heir under the laws of the State of provided 
she survives him. We have no record of any other relatives. 

















Niece Eligible For $49,000 





, a World War I incompetent veteran, has been rated 100- 
percent disabled since September 16, 1919, and disability compensa- 
tion has been paid in his behalf in various amounts from that date 
until the present time. The veteran’s guardian, , is presently 
receiving disability compensation for the veteran at the monthly rate 
of $181. Disability insurance payments have also been made on 
behalf of this veteran at the fal fo rate of $57.50 from September 
16, 1919 and are continuing at present. This veteran is not hospital- 
ized at present nor is there “. evidence of record to indicate that he 
has ever been hospitalized. The guardian is paying from the vet- 





eran’s estate sufficient funds for his support and maintenance at the 
home of a friend. The estate is now valued at $49,368.40 which is 
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made up completely of Veterans’ Administration benefits and the 
interest from investments with the exception of the sum of $120 
which was paid in his behalf as a State bonus. The nearest 
relative of the veteran at present is a niece who would be his heir. 





Aunt and 13 First Cousins 





. A World War I incompetent veteran who was hospitalized 
in Veterans’ Administration hospitals from September 18, 1922, until 
the time of his death on March 21, 1950. The court of common pleas, 
appointed , his brother, guardian of his estate on 
March 3, 1924. Payments of disability compensation for a 100- 
percent service-connected disability were made to this guardian until 
July 1930, at which time they were suspended. The estate at the 
time of suspension was in the amount of $4,384.54 and the veteran 
was determined to be single without dependents and hospitalized 
at the expense of the Veterans’ Administration. In addition to the 
disability compensation, the veteran’s guardian was receiving the sum 
of $650 from the Veterans’ Administration representing the proceeds 
from his adjusted service certificate. His guardian brother died in 
1937 and the court of common pleas, , appointed the 
Bank, , as successor guardian on May 24, 1937. This guardian- 
ship was still in full force and effect at the time of the veteran’s death. 
All funds not required for the veteran’s incidental needs were con- 
served and invested by the guardian. At the time of death the estate 
of the veteran was valued at $5,585.01. The funds in his estate were 
distributed by the court-appointed administrator to his aunt and 13 
first cousins who were his heirs at law in accordance with the 
State statutes. 




















2 Aunts, 2 Uncles, 15 First Cousins in Italy 





, a World War I incompetent veteran who was committed 
on May 1, 1922, to the State Hospital for the criminal insane. 
He remained at that institution until his death on July 14, 1952. 
On March 11, 1924, the court of common pleas, appointed 
Reverend guardian of his estate. This guardian died in 1943 
and the same Court appointed the Bank, as successor 
guardian on March 16, 1943. This guardianship was in full force 
and effect at the time of the veteran’s death. The guardian received 
disability compensation for a 100 percent service connected disability 
in various monthly amounts and at the time of death payments were 
at the monthly rate of $167.50, which included an additional allow- 
ance for a dependent mother who resided in Italy. The guardian 
forwarded to the veteran’s dependent mother a quarterly allowance 
for her maintenance. The guardian also was paying the for 
the cost of the veteran’s care and maintenance at State Hos- 























ital and also forwarding to the superintendent of the hospital funds 
or the veteran’s incidental needs. The balance of the disability 
compensation benefits together with the proceeds of the veteran’s 
adjusted service certificate in the amount of $1,385 was conserved 
and invested by the guardian. At the time of the veteran’s death 
his estate was in the amount of $23,531.12. The court appointed 
administrator, made distribution to the heirs at law under the statutes 
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of the State of . ‘The veteran’s mother predeceased him, her 
death having occurred on July 9, 1952, while he died on July 14, 1952. 
His heirs were 2 aunts, 2 uncles and 15 first cousins all residing in 
Italy and these are the persons to whom distribution was made by 
the administrator. 


$61,000 Estate to Rumanian Relatives 


Veteran left an estate of $61,391.53, and brothers and sisters 
living in Rumania are the sole heirs under intestacy laws. 

Entire estate of this veteran was derived from VA benefits, and the 
United States attorney, with the assistance of the chief attorney, 
Veterans’ Administration, instituted action in the Orphan’s Court 
of for escheat of the estate to the United States under the 
provisions of 38 United States Code Annotated (38 (3) (5)). Claim 
for escheat is based on the fact that the relatives living in Rumania 
cannot submit satisfactory evidence of their relationship to the 
deceased, or proof that they will derive full benefit from estate dis- 
tributed to them, in view of uncertain conditions in Lron Curtain 
countries and since the State Department has held that it cannot 
certify as to the correctness of documentary evidence submitted by 
citizens of such countries living therein. Extensive court hearings 
were completed on January 26, 1956, and decision of the court will be 
rendered in the near future. 











Brother and Sister to Receive $88,000 





Veteran , under guardianship since December 11, 1920. 
Present guardian is jointly with ,a brother. According 
to accounting filed July 9, 1954, estate contains $88,897.17. Veteran 
has been hospitalized for many years, although he does leave occa- 
sionally on short trial visits, but always returns. Veteran’s immediate 
relatives are a brother, , and a sister . Assets in estate 
are all derived from VA benefits. 














$105,000 Estate 





. This World War I veteran has had a guardian appointed 
for his estate since October 5, 1921. Since that time he has been 
hospitalized in the Veterans’ Administration Hopsital, He 
is a single man without dependents. Parents are deceased and the 
credant is his brother. He has not received disability compensation 

enefits from the Veterans’ Administration for many years due to his 
excessive estate, but he is currently receiving disability insurance 
benefits of $57.50 monthly. His estate was of the value of $105,258.64 
as of July 13, 1955, date of the guardian’s last accounting. The bulk 
of this estate consists of private property owned by the ward—19 
housing units and 1 business building, etc., and interest received 
therefrom. This estate, due largely to receipt of rents and interest, 
is increasing approximately $5,000 per year over and above expenses. 





$70,000 Estate to Brothers and Sisters in Poland 


During recent years there have been distiibuted in this area a 
number of estates of incompetent World War I veterans who, either 
immediately upon separation from service or shortly thereafter and 
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until death, were continuously hospitalized in Government institu- 
tions and who were entitled to compensation for total disability. 
Due to the dependency of parents these veterans continued to receive 
compensation notwithstanding assets in excess of the statutory limit; 
and, from this compensation alone or combined Veterans’ Adminis- 
tration compensation and disability insurance payments, accumulated 
sizable estates until compensation terminated upon death of the 
parent. In two instances, the veterans’ compensation was tempo- 
rarily interrupted during World War II in view of the statutory limit 
and because the parents resided in hostile or Retired neers f terri- 
tory and their existence and/or continued dependency could not be 
verified. However, subsequently, upon proof of existence and con- 
tinued dependency of the parents, compensation benefits were 
resumed until the parent in each case died. One of these veterans 
was survived by an estate valued at $59,000, which was distributed 
equally to 1 sister in this country and 4 brothers and 4 sisters in 
Italy. The other left assets of $70,500 and reportedly is survived by 
a brother and sister in Poland. This latter estate is deposited pur- 
suant to order of court with a register of wills in this State being held 
in a special account until in due course claimed by person or persons 
legally entitled thereto. If the purported brother and sister are 
unable to satisfactorily establish relationship there are aunts, uncles, 
and other more distant relatives in this country who are probably 
entitled to the inheritance under the intestacy laws of Maryland. 


$250,000 Estate—17 Oil Gushers 


We have one pending World War I case in which an illiterate Negro 
has received compensation and insurance practically all the time 
since his discharge. Much of his time was spent in hospitals and he 
is now back in the hospital after an absence of more than 10 years. 
His parents are dead but he has several brothers and sisters. His 
former guardian acquired about 150 acres of land for a nominal price 
with funds paid by the VA and the land proved to be in the east Texas 
oilfield. He has about 17 gushers on his land. Much litigation has 
been had over his estate and a great deal of money has been spent in 
connection with litigation as well as for the ward’s support while out 
of the hospital. Despite this his estate is conservatively believed to 
be worth at least a quarter of a million dollars. It will be inherited 
by bis collateral kindred. Despite his wealth the VA pays compen- 
sation when the ward is not in the hospital and continues to pay 
insurance for total disability. 


In VA Hospital Since 1920—$46,000 Estate 


Totally disabled World War I veteran, under guardianship since 
1920, in VA hospital since 1920, was awarded total disability com- 
pensation benefits and disability insurance benefits effective June 10, 
1918. Compensation benefits were terminated in 1931 but disability 
insurance payments of $57.50 monthly have continued. As of Sep- 
tember 8, 1955, the veteran’s estate was $46,441. Since 1950 an 
avesage of approximately $7.50 a month has been spent for his per- 
sonal needs and comforts while hospitalized. Only known relatives 
are brothers. 
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Half Brothers, Sisters, Nieces, and Nephews 


The largest single estate in this office is that of a World War I vet- 
eran who is single and without dependents, and is not hospitalized. 
His disability compensation is $181 per month and insurance ayments 
Ly pa the Veterans’ Administration are $57.50 per month. As of 
March 1955, his estate was valued at $58,427.50. This veteran was 
formerly under guardianship in , and the successor guardian 
received $40,295.26 in March 1944. We are unable to say whether 
all of this estate was derived solely from Veterans’ Administration 
benefits. The prospective legal heirs are half-brothers and sisters, 
nieces and nephews, 

Lithuanian National Benefit 








. The subject veteran died a patient at VA 
hospital on July 22, 1952. Upon settlement of his guardian’s account 
a balance of $29,322.11 was turned over to the public administrator 
of Kings County, Since Veterans’ Administration records 
did not reveal the survival of next of kin and since no testament was 
located, a claim was made to the estate by the United States Attorney 
for the on behalf of the United States pursuant to section 17 
et seq. of title 38, United States Code. Mr. of , entered 
a claim to this estate based on a relationship of second cousin allegin 
that his grandfather and the veteran’s grandmother were brother 0d 
sister. Because proof of this relationship depends upon public 
records of Lithuania and the testimony of Lithuanian nationals, 
has not as yet been able to establish his claim to the satisfaction of the 
court and a final decision is awaiting the results of further attempts on 
his part to obtain necessary evidence. All the funds in this estate 
are from the Veterans’ Administration, 




















Aprrenpix B 
Revtevant Court Cases 


Lyne v. Unirep States! 
CERTIORARI TO THE CIRCUIT COURT OF APPEALS FOR THE FIFTH CIRCUIT. 
No. 855. Argued May 7, 1934.—Decided June 4, 1934 


1. Policies of yearly renewable term insurance issued under the War Risk 
Insurance Act, are not gratuities but are contracts of the United States. P. 576. 
2. Such valid contracts of the United States are property, and the rights of 
iy individuals arising out of them are prote by the Fifth amendment. 


3. Congress is without power to reduce expenditures by repudiating and 
abrogating the contractual obligations of the United States. 80. 

4. Consent to sue the United States on a contract is not a part of the obligation 
of the contract which may not be impaired; it is a privilege accorded, not the grant 
of @ property right Raabe by the Fifth Amendment, and may be withdrawn 
at any time. P. 580. 

5. Withdrawal of all remedy, administrative as well as judicial, for enforcement 
of a contract against the United States would not imply a repudiation of the 
contract. P. 582. 


! — with No. 861, Wilner v. United States, certiorari to the Circuit Court of Appeals for the Seventh 
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6. By the prasticn of § 17 of the Economy Act of March 20, 1933, purportin 
to repeal ‘“‘all laws granting or pertaining to yearly renewable term insurance,’ 
Co intended to take away the rights of beneficiaries under outstanding 
yearly renewable term policies, and not merely to withdraw their privilege to sue 
the United States in respect of such policies. P. 583. 

7. This statutory provision being void in so far as it purports to take away the 
contractual right, cannot by the rules of construction be given effect as a with- 
drawal of consent to suit; non constat that Congress would have wished to deny 
the remedy if it had realized that the contractual right remained valid. P. 586. 

8. Section 5 of the Economy Act providing: “All decisions rendered by the 
Administrator of Veterans’ Affairs under the provisions of this title or the regu- 
lations issued pursuant thereto, shall be final and conclusive on all questions of 
law and fact, and no other official or court of the United States shall have juris- 
diction to review by mandamus or otherwise any such decision,”’ does not relate 
to war risk insurance but concerns only pensions, compensation allowances and 
special privileges, all of which are gratuities. P. 587. 

67 F. (2d) 490; 68 id. 442, reversed. 


CERTIORARI to review two judgments, in different circuits, which sustained 
the dismissal by District Courts of actions to recover amounts alleged to be due 
the beneficiaries of war risk term insurance policies. 

Mr. Rowland W. Fizel, with whom Messrs. Arthur E. Fizel, John J. McCreary, 
and M. Frome Barbour were on the brief, for petitioner in No. 855. 

Mr. Edward H. 8. Martin for semegryee in No. 861. 

Solicitor General Biggs, with whom Assistant to the Attorney General Stanley and 
i> Will G. Beardslee and Charles Bunn were on the brief, for the United 

tates. 


Jurisdiction was refused below because of §§ 5 and 17 of the Economy Act of 
March 20, 1933. 

Section 5 does not concern war risk insurance, and § 17 is the controlling section. 
By that section “‘all laws granting or pertaining to yearly renewable term insurance 
are hereby repealed,” with certain saving provisos which do not include this case. 
The repeal includes the section under which suits on such policies have hitherto 
been brought in District Courts (World War Veterans’ Act, 1924, § 19, as amended 
by Act of July 3, 1930, c. 839, 46 Stat. 991, 992) and under which this suit was 
brought. The repeal preceded the filing of the present suit. The situation, 
therefore, is that at the time the present suit was filed the only law under which 
jurisdiction of it was conferred upon the court had already been repealed. The 
court, therefore, held correctly that it had no jurisdiction. 

It is clear, and not seriously disputed, that this is the meaning of the Act of 1933. 
That it was also the purpose of Congress is made clear by the legislative history. 
The question, therefore, is the power of Congress to withdraw the jurisdiction 
previously given, and to terminate, before the suit was brought, the consent of 
the United States to be sued in such a case. 

Petitioner complains that the Act of 1933 has wholly confiscated his rights under 
an insurance contract by repealing all the laws that grant them; but by the same 
Act of which he complains, the courts were deprived of all jurisdiction to entertain 
his complaint. If such withdrawal of jurisdiction is valid, the alleged effect of 
the Economy Act upon petitioner’s asserted contract rights can not be considered. 
United States v. Babcock, 250 U. S. 328; Hans v. Louisiana, 134 U. 8S. 1, 13; 
Hill v. United States, 149 U. 8S. 593; Beers v. Arkansas, 20 How. 527, 529; De 
Groot v. United States, 5 Wall. 419, 432. 

There is no difference, we submit, between an asserted violation of the Fifth 
Amendment involving a contractual obligation and one which does not; nor does 
a different situation arise where the right to sue is withdrawn from that which 
arises when it has never been conferred. 

Of course, where a right has vested in an individual to sue one other than the 
United States, Congress may be without power to remove that right. Its absolute 
power to take away a right to sue applies only where the suit is against the Gov- 
ernment. This power is inherent in the status of the Government as a sovereign. 
United States v. Lee, 106 U. 8. 196, 206; Bryson v. Hines, 268 Fed. 290 


In short, whatever power Congress may have had over the petitioner’s contract, 
directly, it clearly had the power to close the courts. Having done that before 
the suit was brought, it follows that the District Court had no jurisdiction of the 
case, and both courts below have properly so held. 

The present suit is not shown to have been filed in time. 

Mr. Justice Branpets delivered the opinion of the Court. 
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These cases, which are here on certiorari, present for decision the same question. 
In each, the plaintiff is the beneficiary under a policy for yearly renewable term 
insurance ! issued during the World War pursuant to the War Risk Insurance 
Act of October 6, 1917, c. 105, Article IV, §§ 400-405. The actions were brought 
in April, 1933, in federal district courts to recover amounts alleged to be due. 
In each case it is alleged that the insured had, before September 1, 1919 and while 
the policy was in force, been totally and eran disabled; that he was 
entitled to compensation sufficient to pay the premiums on the policy until it 
matured by death; that no compensation had ever been paid; that the claim for 
payment was presented by the beneficiary after the death of the insured; that 
payment was refused; and that thereby the disagreement arose which the law 
makes a condition armowsmy to the right to bring suit. In No. 855, which comes 
here from the Fifth Circuit, the insured died November 27, 1924. In No. 861, 
which comes here from the Seventh Circuit, the insured died May 15, 1929. 

In each case, the United States demurred to the petition on the ground that the 
court was without jurisdiction to entertain the suit, because the consent of the 
United States to be sued had been withdrawn by the Act of March 20, 1933, c. 3, 
48 Stat. 9, commonly called the Economy Act. 

The plaintiffs duly claimed that the Act deprived them of property without due 
process of law in violation of the Fifth Amendment. The district courts overruled 
the objection; sustained the demurrers and dismissed the complaints. Their 
judgments were affirmed by the circuit courts of appeals. 67 F. (2d) 490; 68 id. 
442. The only question requiring serious consideration relates to the construction 
and effect to be given to the clause of § 17 of the Economy Act upon which the 
Government relies; for the character and incidents of War Risk Insurance and 
the applicable rules of constitutional law have been settled by decisions of this 
Court. The clause in question is: 

‘“*. , . all laws granting or pertaining to yearly renewable term insurance are 
hereby repealed. . . .” 

First. War Risk Insurance policies are contracts of the United States. As 
consideration for the Government’s obligation, the insured paid prescribed 
monthly premiums. White v. United States, 270 U. 8. 175, 180. True, these 
contracts, unlike others, were not entered into by the United States for a business 
purpose. The policies granted insurance against death or total disability without 
medical examination, at net premium rates based on the American Experience 
Table of Mortality and three and one-half per cent interest, the United States 
bearing both the whole expense of administration and the excess mortality and 
disability cost resulting from the hazards of war. In order to effect a benevolent 
purpose heavy burdens were assumed by the Government.? But the policies, 
although not entered into for gain, are legal yg agen of the same dignity as 
other contracts of the United States and possess the same legal incidents. 

War Risk Insurance, while resembling in benevolent purpose pensions, com- 
pensation allowances, hospital and other privileges accorded to tormer members of 
the army and navy or their dependents, differs from them fundamentally in legal 
incidents. Pensions, compensation allowances and privileges are gratuities. 
They involve no agreement of parties; and the grant of them creates no vested 
right. The benefits conferred by gratuities may be redistributed or withdrawn 
at any time in the discretion of Congress. United States v. Teller,107 U. 8. 64, 
68; Frisbie v. United States, 157 U. S. 160, 166; United States v. Cook, 257 U. S. 
523, 527. On the other hand War Risk policies, being contracts, are pope! 
and create vested rights. The terms of these contracts are to be found in part 
in the policy, in part in the statutes under which they are issued and the regula- 
tions promulgated thereunder. 





1 Section 404 provides: “That during the period of war and thereafter until converted the insurance shall 
be term insurance for successive terms of one year each. Not later than five years after the date of the 
termination of the war as declared by proclamation of the President of the United States, the term insurance 
shall be converted, without medical examination, into such form or forms of insurance as may be prescribed 
by regulations and as the insured may request. Regulations shall provide for the right to convert into 
ordinary life, twenty payment life, endowment maturing at age sixty-two, and into other usual forms o 


2 The disbursements to June 30, 1933, for term and automatic insurance (the latter provided for those who 
were permanently and totally disabled or who died within 120 days after entrance into the service and before 
making application for term insurance) exceeded the jum receipts by $1,166,939,057, Administrator of 
Veterans’ Affairs, Report for Year 1933, p. 28. The annual cost of administration was estimated at 
$1,744,038.56. Report of United States Veterans’ Bureau for 1922, p. 465. War Risk Insurance was devised 
in the hope that it would, in large measure, avoid the necessity of granting Term was 
issued at a very low premium rate. Over 4,684,000 persons applied before the armistice to the amount of 
about $40,000,000,000 for War Risk term insurance; but over 75 per cent. of the men who carried term insur- 
ance while in the service never miu after the war. of Bureau of War Risk Insurance 


United 5 
for 1920, pp. 5, 7, 41; Report of United States Veterans’ Bureau for 1922, p. 456; for 1925, p. 268. 
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In order to promote efficiency in administration and justice in the distribution 
of War Risk Insurance benefits, the Administration was given wt ley to prescribe 
the form of pone and to make regulations. The form prescribed provided that 
the policy should be subject to all amendments to the original Act, to all regula- 
tions then in force or thereafter adopted. Within certain limits of application 
this form was deemed authorized by the Act, White v. United States, 270 U. 8S. 
175, 180, and, as held in that case, one whose vested rights were not thereby 
disturbed could not complain of subsequent legislation affecting the terms of the 
policy. Such legislation has been ar ness * Moreover, from time to time, 
privileges granted were voluntarily enlarged and new ones were given by the 
Government.‘ But no power to curtail t ne amount of the benefits which Con- 
gress contracted to pay was reserved to Congress; and none could be given by 
any regulation promuigated by the Administrator. Prior to the Economy Act, 
no attempt was made to lessen the obligation of the Government.’ Then, Con- 
gress, by a clause of thirteen words included in a very long section dealing with 
gratuities, | repealed ‘ ‘all Bex aa ten or pertaining to yearly renewable term 
insurance.”’ The re abrogated outstanding contracts; and relieved 
the United States from al liability on the contracts without making compen- 
sation to the beneficiaries. 

Second. The Fifth Amendment commands that property be not taken without 
making just compensation. Valid contracts are property, whether the obligor be 
& private individual, a municipality, a State or the United States. Rights against 
the United States arising out of a contract with it are protected by the Fifth 
Amendment. United States v. Central eg R. Co., 118 U. S. 235, 238; United 
States v. Northern Pacific Ry. Co., 256 U. S. 51, 64, 67. When the United States 
enters into contract relations, its Tights and duties therein are governed generally 
by the law applicable to contracts between private individuals.* That the con- 
tracts of war risk insurance were valid when made is not questioned. As Con- 
gress had the power to authorize the Bureau of War Risk Insurance to issue them, 
the due process clause prohibits the United States from annulling them, unless 
indeed, the action taken falls within the federal police power or some other para- 
mount power.’ 

The Solicitor General does not suggest, either in brief or argument, that there 
were supervening conditions which authorized Congress to abrogate these con- 
tracts in the exercise of the police or any other power. The title of the Act of 
March 20, 1933, repels any such suggestion. Although popularly known as the 
Economy "Act, it is entitled an ‘‘Act to maintain the credit of the United States.” 
Punctilious fulfillment of contractual obligations is essential to the maintenance 
of the credit of ee as well as private debtors. No doubt there was in March, 
1933, great need of economy. In the administration of all government business 


3 Extension of class of beneficiaries: Acts of June 25, 1918, c. 104, § 2, 40 Stat. 609; Dec. 24, 1919, c. 16, §§ 2, 
3, 4, 13, 41 Stat. 371, 375; Aug. 9, 1921, c. 57, § 23, 42 Stat. 147, 155; h ay 29, 1928, c. 875, § 13, 45 Stat. 964, 967. 
Upheld: White v. United States, 270 0.8. i75. 

avment where benefic jary dies before exhaustion of policy: e. g., Dee. 24, 19, ¢. 16, §§ 15, 16, 41 Stat. 
371, 376; Aug. 9, 1921, c. 57, § 26, 42 Stat. 147, 156; June 7, 1924, c. 320, § 26, 43 t. 607, 614. 

Payment where beneficiary ncompetent: e. ae , 1919, e. 6, § 5, a ‘Stat. 371; Mar. 2, 1923, c. 173, 
$1, 42 Stat. 1374; July 2, 1926, c. 723, § 2, 44 Stat. 

« Reinstatement of lapsed po licies: Aug. 9, 1921, c 7 § 27, 42 Stat. 147, 156" Mar. 4, 1923, c. 291, §7, 42 Stat. 
1521, 1525; July 2, 1926, c. 723, pes 15, 17, 44 Stat. 790, 799; 800. 

Liability undertaken on certain policies which have ‘lapsed through failure of payment of premiums, been 
cancelled by surrender or estoppel of later contract: e. g., Dec. 24, 1919, Ms 16, § 12, 41 Stat. 371, 374; Aug. 9, 
1921, c. 57, hor, 42 Stat. 147, 156; July 3, — c. 849, § 24, 46 Stat. 91, 100 
tlncontestability in favor “of insured: Aug. 9, 1921, c. 57, § 30, 42 Stat. a7, 157; July 3, 1930, ¢, 849, § 24, 46 
Administration may waive ome oo) — payment, eo various tolerances: Aug. 9, 1921, c. 57, 
§§ 24, 28, 42 Stat. 147, 155, 157; Mar. 4 ¢. 291, rw oe 1526. 

P exempted from taxation: June 25, 1918, ¢c, 104, § 2, 40 Stat. 609. 

The War Risk Insurance Act provided for the conversion of enor’ renewable term insurance into level 

jum insurance at any time within five years from the date of the terminaton of the war; and The 
orld’s War Veterans’ ‘Act of June 7, 1924, c. 320, § 304, 43 Stat. 607, 625, provided that all yearly renewable 
term insurance should cease on July >, 1928. But ape ok extendin the period for conversion and for 
reinstatement were made by later statutes and by dal 3 18 under; June 2, 1926, c. 449, 44 
Stat. 686; May 29, 1928, c. 875, $14, 45 Stat. he 3, 1080, ¢. ay 422, eng: Ae 991, 1001; June 24, 1932, 
Pp 


¢. 276, 47 Stat. 334. See Re of United § Bureau for 1926, p. 54-56; for 1927, pp. 23-25: 
Reports of Administrator of Veterans’ Affaire for | for s Vetarnas Pp. 32; for 1932, p. 42; for 1933, p. 23. 
§ But com Acts of June 25, 1918, c. 104, § 2, 40 Stat. 609; Aug. 9, 1921, ¢. 57, §15, 42 Stat. 147, 152; March 
iets are Colied theta + debe hag ey Io , 7 Wail. 666, 675: 
ompare esv 8 . 377, ail. ; 
v. United States, 7 Wall. : Smoot’s Case, 18 Wall. 36, 47: Vermilp & Co. 


8 
bs 21 Wall. 138, 144; Cooke v. United States, 91 U. 8. 389, 396; United States v. h, 94 U, 
v. United States, 233 U.S. 1 bao P Abd haway a bem Casting Co. v. United States, 268 U. 


v. Adams a 
8. 214, 217; Holler- 
8. ; United 
Sates v. National Exchange Bank 270 U. 8. 527, 


Lottery Case none enn al 9 Co. v. United States, 220 U. S. 45, 58; Hoke v. United 
Stan a247 0.8. 308 323; Hamilton v Kentuc Distiberiee Warehouse Co., 251 U. | 8. 146; Calhoun v. Massie, 
253 U.S . 170, we "Delman Home Building & Loan Assn. v. Blaisdell, U. 8, 398, 430. 
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economy had become urgent because of lessened revenues and the heavy obliga- 
tions to be issued in the hope of relieving widespread distress. Congress was free 
to reduce gratuities deemed excessive. But Congress was without power to 
reduce expenditures by abrogating contractual obligations of the United States. 
To abrogate contracts, in the attempt to lessen government expenditure, would be 
not the practice of economy, but an act of repudiation. ‘The United States are 
as much bound by their contracts as are individuals. If they repudiate their 
obligations, it is as much repudiation, with all the wrong and reproach that term 
implies, as it would be if the repudiator had been a State or a municipality or a 
citizen.’’ Sinking-Fund Cases, 99 U.S. 700, 719. 

Third. Contracts between individuals or corporations are impaired within the 
meaning of the Constitution whenever the right to enforce them by legal process 
is taken away or materially lessened. A different rule prevails in respect to con- 
tracts of sovereigns. Compare Principality of Monaco vy. Mississippi, ante, 
p. 313. “The contracts between a Nation and an individual are only binding on 
the conscience of the sovereign and have no pretensions to compulsive force. 
They confer no right of action independent of the sovereign will.” * The rule 
that the United States may not be sued without its consent is all embracing. 

In establishing the system of War Risk Insurance, Congress vested in its ad- 
ministrative agency broad power in making determinations of essential facts— 
power similar to that exercised in respect to pensions, compensation, allowances 
and other gratuitous privileges provided for veterans and their dependents. But 
while the statutes granting gratuities contain no specific provision for suits 
against the United States,’ Coherent, as if to emphasize the contractual obligation 
assumed by the United States when issuing War Risk policies, conferred upon bene- 
ficiaries substantially the same legal remedy which beneficiaries enjoy under 
policies issued by private corporations. The original Act provided in § 405: 

“That in the event of disagreement as to a claim under the contract of insurance 
between the bureau and any beneficiary or beneficiaries thereunder, an action on 
the claim may be brought against the United States in the district court of the 
bec nna; States in and for the district in which such beneficiaries or any one of them 
resides.’ !! 

Although consent to sue was thus given when the policy issued, Congress re- 
tained power to withdraw the consent at any time. For consent to sue the United 
States is a privilege accorded; not the ge of a property right protected by the 
Fifth Amendment. The consent may be withdrawn, although given after much 
deliberation and for a pecuniary consideration. DeGroot v. United States, 5 Wall. 
419, 432. Compare Darrington v. State Bank, 13 How. 12, 17; Beers v. Arkansas, 
20 How. 527-529; Gordon y. United States, 7 Wall. 188, 195; Railroad Co. v. Tennes- 
see, 101 U. S. 337; Railroad Co. v. Alabama, 101 U.S. 832; In re Ayers, 123 U.S. 
443, 505; Hans v. Louisiana, 134 U. 8. 1, 17; Baltzer v. North Carolina, 161 U. 8. 
240; Balizer & Taaks v. North Carolina, 161 U.S. 246." ‘The sovereign’s immunity 
from suit exists whatever the charactor of the proceeding or the source of the 
right sought to be enforced. It applies alike to causes of action arising under 
acts of Congress, DeGroot v. United States, 5 Wall. 419, 431; United States v. 
Babcock, 250 U. 8. 328, 331; and to those arising from some violation of rights 
conferred upon the citizen by the Constitution, Schillinger v. United States, 155 
U. 8. 163, 166, 168. The character of the cause of action—the fact that it is in 
contract as distinguished from tort—may be important in a a | (as under 
the Tucker Act) whether consent to sue was given. Otherwise, it is of no signifi- 
cance. For immunity from suit is an attribute of sovereignty which may not be 
bartered away. 

Mere withdrawal of consent to sue on policies for yearly renewable term insur- 
ance would not imply repudiation. When the United States creates rights in 
individuals against itself, it is under no obligation to provide a remedy through 
the courts. United States v. Babcock, 250 U. 8. 328, 331. It may limit the indi- 
vidual to administrative remedies. Tutun v. United States, 270 U. 8S. 568, 576. 
And withdrawal of all remedy, administrative as well as legal, would not necessarily 
imply repudiation. So long as the contractual obligation is recognized, Congress 





8 See Worthen Co. v. Thomas, ante, p. 426; and cases cited by Mr. Justice Sutherland in Home Building & 
Loan Assn. v. Blaisdell, 290 U. 8. 398, 448, 

* Hamilton, The Federalist, No. 81. 

10 See Sixth, infra, p. 587. 

1! The provision for suit was later modified. See World War Veterans’ Act 1924, § 19, as amended by Act 
of July 3, 1930, c. 849, 46 Stat. 991, 992, under which these suits were prough. 

12 Compare also Imhoff-Berg Silk Dyeing Co. v. United States, 43 F . (2d) 836, 841; Synthetic Patents Co, v. 
Sutherland, 22 F. (2d) 491, 494; Kogler v. Miller, 288 Fed. 806. 
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may direct its fulfilment without the interposition of either a court or an 
administrative tribunal. 

Fourth. The question requiring decision is, therefore, whether in repealing ‘‘all 
laws granting or pertaining to yearly renewable term insurance” Congress aimed 
at the right or merely at the remedy. It seems clear that it intended to take 
away the right; and that Congress did not intend to preserve the right and 
merely withdraw consent to sue the United States.8 As Congress took away 
the contractual right it had no occasion to provide for withdrawal of the remedy. 
Moreover, it appears both from the language of the repealing clause and from 
the context of § 17 that Congress did not aim at the remedy. The clause makes 
no mention of consent to sue. The consent to sue had been given originally by 
§ 405 of the Act of 1917, which, like the later substituted sections, aauned to 
all kinds of insurance, making no specific reference to yearly renewable term 
policies. Obviously, Congress did not intend to repeal generally the section 
providing for suits.“ For in March 1933, most of the policies then outstanding 
were ‘‘converted”’ policies, in no way affected by the Economy Act.% 

That Congress sought to take away the right of beneficiaries of yearly renewable 
term policies and not to withdraw their privilege to sue the United States, appears, 
also, from an examination of the other provisions of § 17. The section reads: 

“All public laws granting medical or hospital treatment, domiciliary care, com- 

pensation and other allowances, pensions, disability allowance, or retirement pay 
to veterans and the dependents of veterans of the Spanish-American War, includ- 
ing the Boxer Rebellion and the Philippine Insurrection, and the World War, 
or to former members of the military and naval service for injury or disease 
incurred or aggravated in the line of duty in the military or naval service (except 
so far as they relate to persons who served prior to the Spanish-American War 
and to the dependents of such persons, and the retirement of officers and enlisted 
men of the Regular Army, Navy, Marine Corps, or Coast Guard) are hereby 
repealed, and all laws granting or pertaining to yearly renewable term insurance 
are hereby repealed, but payments in accordance with such laws shall continue to 
the last day of the third calendar month following the month during which this 
Act is enacted.” 
That section deals principally with the many grants of gratuities to veterans 
and dependents of veterans. Congress apparently assumed that there was no 
difference between the legal status of these gratuities and the outstanding con- 
tracts for yearly renewable term insurance. It used in respect to both classes of 
benevolences the substantially same phrase. It repealed ‘‘all public laws” re- 
lating to the several categories of — and it repealed ‘‘all laws granting 
or pertaining to” such insurance. No right to sue the United States on any of 
these gratuities had been granted in the several statutes conferring them; and the 
right to the gratuity might be withdrawn at any time. The dominant intention 
was obviously to abolish rights, not remedies. 

That Congress intended to take away the right under outstanding yearly re- 
newable term policies, and was not concerned with the consent to sue the United 





18 Veteran Regulation No. 8, promulgated March 31, 1933, pursuant to this Act provides: “V. Except 
as stated above [matter not here relevant] no payment may hereafter be made under contracts of yearly 
renewable term insurance (including automatic insurance) and al] pending claims or claims hereafter filed 
for such benefits shall be disallowed.” 

4 See Note 11. 

4% The number of “converted policies” in force June 30, 1933, was 616,069. Administrator of Veterans’ 
Affairs, Report for 1933, pp. 25, 27. 

1¢ The rest of the section is as follows: . 

“The Administrator of Veterans’ Affairs under the general direction of the President shall immediately 
cause to be reviewed all allowed claims under the above referred to laws and where a person is found entitled 
under this Act, authorize paymient or allowance of benefits in accordance with the provisions of this Act 
commencing with the first day of the fourth calendar month following the month during which this Act 
is enacted and notwithstanding the provisions of section 9 of this Act, no further claim in such cases shall 
be required. Provided, That nothing contained in this section shall interfere with payments heretofore 
made or hereafter to be made under contracts of yearly renewable term insurance which have matured 

jor to the date of enactment of this Act and under which payments have been commenced, or on any 
udgment heretofore rendered in a court of competent jurisdiction in any suit on a contract of yearly renew- 
able term insurance, or which may heresfter be rendered in any such suit now pending: Provided further 
That, subject to such regulations as the President may p be, allowances may be granted for burial 
and funeral expenses transportation of the bodies (including Aw gory of the bodies) of deceased 
veterans of any war to the of burial thereof in a sum not to e $107 in any one case. 

“The provisions of this title shal] not apply we rr or pension (except as to rates, time of entry 
into active service and special statutory wances) being paid to veterans disabled, or dependents of 
veterans who died, as the result of disease or injury directly connected with active military or naval service 
(without benefit of poy pod regulatory presumption of service connection) pursuant to the provisions 
of the laws in effect on the date of enactment of this Act. The term a or jon’ as used in 
oe Parag raph shall not be construed to include emergency officer’s ret pay re to in section 10 of 
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States thereon, appears also from the saving clauses in § 17. These provide 
that “all allowed claims under the above referred to laws” are to be reviewed 
and the benefits are to be paid “‘where a person is found entitled under this Act”; 
and that “nothing contained in this section shall interfere with payments to be 
made under contracts of yearly renewable term insurance under which payments 
have commenced, or on any judgment heretofore rendered in a court of competent 
jurisdiction in any suit on a contract of yearly renewable term insurance, or which 
may hereafter be rendered in any such suit now pending.” That is, the rights 
under certain yearly renewable term policies are excepted from the general re- 
a clause.” 

Fifth. There is a suggestion that although, in repealing all laws “granting or 
pertaining to yearly renewable term insurance,” Congress intended to take away 
the contractual right, it also intended to take away the remedy; that since it had 
power to take away the remedy, the statute should be given effect to that extent, 
even if void insofar as it purported to take away the contractual right. The 
suggestion is at war with settled rules of construction. It is true that a statute 
bad in part is not necessarily void in its entirety. A provision within the legis- 
lative power may be allowed to stand if it is separable from the bad. But no 
provision however unobjectionable in itself, can stand unless it appears both that, 
standing alone, the provision can be given legal effect and that the legislature 
intended the unobjectionable provision to stand in case other provisions held 
bad should fall. Dorchy v. Kansas, 264 U. 8. 286, 288, 290. ere, both those 
essentials are absent. ‘There is no separate provision in § 17 dealing with the 
remedy; and it does not appear that Congress wished to deny the remedy if the 
repeal of the contractual right was held void under the Fifth Amendment. 

War risk insurance and the war gratuities were enjoyed, in the main, by the 
same classes of persons; and were administered by the same governmental agency. 
In respect of both, Congress had theretofore expressed its benevolent purpose 
perhaps more generously than would have been warranted in 1933 by the financial 
condition of the Nation. When it became advisable to reduce the Nation’s 
existing expenditures, the two classes of benevolences were associated in the 
minds of the legislators; and it was natural that they should have wished to 
subject both to the same treatment. But it is not to be assumed that Congress 
would have resorted to the device of withdrawing the legal remedy from bene- 
ficiaries of outstanding yearly renewable term policies if it had realized that these 
had contractual rights, It is, at least, as probable that Congress overlooked the 
fundamental difference in legal incidents between the two classes of benevolences 
dealt with in § 17 as that it wished to evade payment of the Nation’s legal 
obligations. 

Sizth. The judgments below appear to have been based, in the main, not on § 17 
of the Economy Act, but on § 5 which provides: 

‘All decisions rendered by the Administrator of Veterans’ Affairs under the 
provisions of this title, or the regulations issued pursuant thereto, shall be final 
and conclusive on all questions of law and fact, and no other official or court of 
the United States shall have jurisdiction to review by mandamus or otherwise 
any such decision.”’ 

This section, as the Solicitor General concedes, does not relate to War Risk 
Insurance. It concerns only grants to veterans and their dependents—pensions, 
compensation allowances and special privileges, all of which are gratiuties. The 
purpose of the section appears to have been to remove the possibility of judicial 
relief in that class of cases even under the special circumstances suggested in 
Crouch v. United States, 266 U. 8. 180; Silberschein v. United States, 266 U.S. 221; 
United States v. Williams, 278 U. 8S. 255; Smith v. United States, 57 F. (2d) 998. 
Compare United States v. Meadows, 281 U. 8. 271. 

Seventh. The Solicitor General concedes that in No. 861 no question is presented 
except that of jurisdiction dependent upon the construction of the clause in § 17 of 
the Economy Act discussed above. e contends in No. 855, that if jurisdiction 
is entertained, the demurrer should be sustained on the ground that the complaint 
fails to set forth a good cause of action, since it fails to show that the suit was 
brought within the period allowed by law. This alleged defect was not pleaded 
or brought to the attention of either of the courts below. Nor was it brought by 
the Solicitor General to the attention of this Court when opposing the petition for 
a writ of certiorari. We do not pass upon that question, which like others relating 
to the merits, will be open for consideration by the lower courts upon the remand. 

Eighth. Mention should be made of legislation by Congress enacted since the 
commencement of these suits. 


4 Compare Veteran Regulation No. 8, March 31, 1933. 
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1. Act of June 16, 1933, c. 101, § 20, 48 Stat. 309 provides: 

“Notwithstanding the provisions of section 17, titie I, Public Numbered 2, 
Seventy-third Congress, any claim for yearly renewable term insurance on which 
premiums were paid to the date of death of the insured . . . under the provisions 
of laws repealed by said section 17 wherein claim was duly filed prior to March 
20, 1933, may be adjudicated by the Veterans’ Administration on the proofs and 
evidence received by Veterans’ Administration prior to March 20,1933, and any 
person found entitled to the benefits claimed shall be paid such benefits in 
accordance with and in the amounts provided by such prior laws. . . .” 

2. Section 35 of the Independent Offices Appropriation Act of 1935, passed on 
March 27-28, 1934, over the President’s veto, provides: 

‘That notwithstanding the provisions of section 17 of title I, of an Act entitled 
‘An Act to maintain the Credit of the United States Government’ approved 
March 20, 1933, and section 20 of an Act entitled ‘An Act making appropriations 
for the Executive offices, etc. . . .’ approved June 16, 1933, any claim for yearly 
renewable term insurance under the provisions of laws repealed by said section 
17, wherein claim was duly filed prior to March 20, 1933, and on which maturity 
of the insurance contract had been determined by the Veterans’ Administration 
prior to March 20, 1953, and where payments could not be made because of the 
provisions of the Act of March 20, 1933, or under the provisions of the Act of 
jens 16, 19353, may be adjudicated by the Veterans’ Administration and any 

rson found entitled to vearly renewable term insurance benefits claimed shall 

» paid such benefits in accordance with and in the amounts provided by such 
prior laws.” ¥ 

The provision in the Act of June 16, 1933, which was enacted before the entry 
of judgments by the district courts, does not appear to have been considered by 
the lower courts. The provision in the Act of March 27-28, 1934, was enacted 
after the filing in this Court of the petitions for certiorari but before the writs 
were granted. As neither of these Acts was referred to by the Solicitor General 
or by counsel for the petitioners, we assume that there is nothing in them, or in 
any action taken thereunder, which should affect the disposition of the cases 
now before us. Any such matter also will be open for consideration by the lower 
courts upon the remand. 

Reversed. 
Van Horne v. Hines, ADMINISTRATOR OF 
VETERANS AFFAIRS. 


No. 7692 
UNITED STATES COURT OF APPEALS FOR THE DISTRICT OF COLUMBIA 
Argued May 7, 1941.—Decided June 30, 1941. 
Writ of Certiorari Denied Dec. 8, 1941. 


See 62 8.Ct. 360, 86 L.Ed.—. 
1. Army and navy 
Veterans’ benefits are ‘gratuities’? and establish no “vested rights” in the 
recipient and hence such benefits may be withdrawn at any time by act of Con- 
gress, and to make the withdrawal effective Congress may in turn withdraw 
jurisdiction from the courts over decisions of the administrator in relation thereto. 
See Words and Phrases, Permanent Edition, for all other definitions of 
“Gratuity” and ‘‘Vested Right”. 
2. Courts 


Where jurisdiction conferred by statute is prohibited by a later statute, juris- 
diction ceases, and causes pending at the time of the later enactment must be 
dismissed. 

8. Army and navy 

Courts 


The statute making final and conclusive decisions of the Administrator of 
Veterans Affairs on any question of law or fact concerning a claim for benefits or 
payments, and stating that no other official or any court of the United States 
shall have power or jurisdiction to review any such decisions, was intended to 
withdraw from the courts’ jurisdiction every final decision of the Administrator 


enn issued April 11, 1934, by the Administrator of Veterans’ Affairs, pursuant to the Act 
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in relation to benefit payments under the World War Veterans’ Act, and hence 
an action to require the Administrator to resume benefit payments to which 
Administrator had decided plaintiff had forfeited all right was properly dismissed, 
even though statute became effective after trial below and during pendency of 
appeal. 38 U.S.C.A. § lla—2; World War Veterans’ Act, § 1 et seq., 38 USC. 
A. § 421 et seq. 


Appeal from the District Court of the United States for the District of Columbia. 


Action by Douglas Van Horne against Frank T. Hines, as Administrator of 
Veterans Affairs, to recover disability compensation, wherein both parties moved 
for summary judgment on the pleadings. From an order sustaining defendant’s 
motion and dismissing the action, plaintiff appeals. 

Affirmed. 

See, also, 31 F. Supp. 346. 

C. L. Dawson, of w ashington, D. C., for appellant. 

Edward M. Curran, U. 8. Atty., Charles B. Murray, Asst. U. 8. Atty., Dennis 
McCarthy, Asst. U. S. Atty., and John M. George, all of Washington, D. C., 
for appellee. 

Before Groner, Chief Justice, and Miuier and Vinson, Associate Justices. 

Groner, C. J. 

Appellant entered the army in 1917 and was honorably discharged in 1918. 
He was paid disability compensation under applicable statutes in various amounts 
from March 15, 1918. From 1926 he received the special statutory allowance 
of $50 a month for arrested tuberculosis incurred in military service. For a 
few months during the period of the Economy Act! this was reduced to $37.50 
per month, but was later increased to $50 per month under the authority of 
Section 28 of the Act of March 28, 1934.2, Sometime during the period, appellant 
separated from his wife, and thereafter the award of compensation was appor- 
tioned. In July, 1937, appellant submitted an affidavit to the Veterans’ Admin- 
istration purported to be signed by his wife, in which she refused to accept any 

art of the compensation awarded her, and appellant thereupon received the 
Full amount. A month and a half later appellant’s wife denied, under oath, 
having signed the affidavit. Appellant was advised of his wife’s act of repudia- 
tion, but took no action in relation thereto, and in January, 1938, the Central 
Committee on Waivers and Forfeitures of the Veterans’ Administration, ap- 
parently without notice to appellant, determined that he had intentionally 
submitted a false affidavit and had thereby forfeited all rights and benefits 
to which he was entitled. In 1939 appellant was indicted in the United States 
District Court for the Western District of Washington under Section 15 of the 
Economy Act, 38 U.S. C. A. § 715, for submitting a false affidavit in connection 
with his claim for compensation. The trial resulted in his acquittal. Subse- 
quently thereto the Committee on Waivers and Forfeitures, without notice to 
him, reaffirmed its former decision, and appellant then brought this suit in the 
District Court, alleging that the Administrator had illegally and arbitrarily 
failed, refused, and neglected to award to appellant the compensation to which 
he was entitled under the provisions of the World War Veterans’ Act, 38 U.S. C. A. 
§ 421 et seq. The complaint prays that the court order and direct the Admin- 
istrator to perform his ministerial duties by awarding to appellant compensation 
- — sone of $50 per month for each and every month, commencing with 
uly, 1937. 

The Administrator answered, substantially admitting the facts as stated above, 
but defending on the ground that appellant had forfeited all rights to any benefits 
as the result of his violation of Section 15 of the Economy Act? and in any event 
by the forfeiture of his rights under the provisions of Section 504, Title 5, of the 





1 Act of March 20, 1933, 48 Stat. 8, 38 U. S. C. A. § 701 et seq. 

948 Stat. 524 38 U.S. GC. A. § 722. 

338 U.S.C. A.§715: “Any person who shall knowingly make or cause to be made, or conspire, combine, 
aid, or assist in, agree to, arrange for, or in any wise procure the making or presentation ofa false or fraudulent 
affidavit, declaration, certificate, statement, voucher, or t paper, or writing purporting to be such, concerning 
ang claim for benefits under sections 701 to 721 of this title, shall forfeit all rights, claims, and benefits under 
su 


sections, and, in addition to any and all other penalties imposed by law, shall be guilty of a misde- 
meanor and u conviction thereof shall be punished by a fine of not more than $1,000 or imprisonment 
for not more one year, or both,” 
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World War Veterans’ Act,‘ and alleging that the proceedings incident to the deci- 
sions of forfeiture were in full acco th the requirements of due process. Both 
parties moved for summary judgment on the pleadings. The lower court sus- 
tained the Administrator’s motion, and this appeal followed. 

If the question here were simply whether the Administrator could legally 
invoke a penalty of forfeiture under Section 15 of the Economy Act, without 
notice or opportunity to geome to be heard in his own behalf, the answer 
would be more difficult. Silberschein v. United States, 266 U. S. 221, 45 S. Ct. 
69, 69 L. Ed, 256; Hines v. United States, 70 App. D. C. 206, 105, F. 2d 85; and 
see, also, Section 17 of the Economy Act, 38 U. 8. C. A. § 718. So, also, would 
there be greater difficulties if the answer turned on the applicability of Section 
504 of the World War Veterans’ Act, especially in view of appellant’s acquittal 
of the identical charge on which the forfeiture was made. But the real defense 
of the United States in this case is based upon Section 11 of Public No. 866, 76th 
Cong., 3d Sess., and under its provisions we are asked to dismiss the appeal for 
lack of jurisdiction. The pertinent portion of Section 11 reads ‘‘* * * the 
decisions of the Administrator * * * on any question of law or fact concerning 
a claim for benefits or payments * * * shall be final and conclusive and no other 
official or any court of the United States shall have power or jurisdiction to review 
any such decisions.” 

his Act was ye October 17, 1940,5 approximately a year and a half 
after our decision in Hines v. United States, supra, was sponsored by the Veterans’ 
Administration, and clearly was intended to stop up the gaps created by that 
decision. The Administrator insists that it has the effect of depriving the courts 
of jurisdiction to review decisions of the Administrator in all cases and notwith- 
standing the appeal, as in the present case, was perfected prior to the time of its 
enactment. he Administrator tells us that the act was passed in supplement to 
Section 5 of the Economy Act to reach all classes of benefit claims, including those 
to which in Hines v. United States we had held Section 5 not applicable. And 
this view is strongly supported by the report of the Senate Committee where it is 
said: “Section 11 wdoviden for the finality of decisions made by the Administrator 
of Veterans’ Affairs on questions relating to claims made under any of the laws 
administered by the Veterans’ Administration. The purpose of this section is to 
provide for the uniform application of the rule which is now applicable in the case 
of most such claims.’ * 

{1, 2] We think the Administrator’s position is correct. There can be no 
doubt that veterans’ benefits are gratuities and establish no vested rights in the 
recipient. See Lynch v. United States, 292 U. 8S. 571, 54 8. Ct. 840, 78 L. Ed. 
1434; White v. United States, 270 U.S. 175, 46 S. Ct. 274, 70 L. Ed. 530. And 
this being so, such benefits may be withdrawn at any time by act of Congress, 
and to make the withdrawal effective, Congress may in turn withdraw jurisdic- 
tion from the courts over decisions of the Administrator in relation thereto. 
Kline v. Burke Constr. Co., 260 U. 8. 226, 234, 43 8. Ct. 79, 67 L. Ed. 226, 24 
A. L. R. 1077; Barnett v. Hines, 70 App. D. C. 217, 105 F. 2d 96. If therefore, 
Congress has by the passage of the act withdrawn jurisdiction, it is of no conse- 
quence that the act became effective after the trial below and during the pendency 
of the on in this court, for the rule is well established that, where jurisdiction 
conferred by statute is prohibited by a later statute, jurisdiction ceases and causes 
pending at the time of the later enactment must be dismissed. See Hallowell 
v. Commons, 239 U. 8. 506, 36 S. Ct. 202, 60 L. Ed. 409, White v. United States, 
supra, and also Smallwood v. Gallardo, 275 U. 8. 56, 62, 48 S. Ct. 23, 24, 72 L. Ed. 
152, where the Supreme Court said: “When the root is cut the branches fall.” 





438 U.S. C. A. § 555: “Any person who shall knowingly make or cause to be made, or conspire, combine, 
aid, or assist in, agree to, arrange for, or in any wise procure the making or presentation of a false or fraudulent 
affidavit, declaration, certificate, statement, voucher, or paper, or writing purporting to be such, concerning 
any claim or the approval of any claim for compensation or maintenance and support allowance, or the 
payment of any money, for himself or for any other —— under Parts II or LV of this chapter, shall forfeit 
all rights, claims, and fits under said titles, and, in addition to any and all other penalties imposed by 
law, shall be guilty of a misdemeanor and upon conviction thereof shall be punished by a fine of not more 
tea Sager imprisonment for not more than one year, or by both such fine and imprisonment, for each such 


0 2 
§“An Act To amend section 202 (3), World War Veterans’ Act, 1924, as amended, to ide more ade- 


Vv 

eeene — administrative provisions in veterans’ laws, and for other purpeeed’, 6 Stat. 1197, 38 
»-5.U. A. a-2Z. 

4 


$1 
Report of the Committee on Finance of the United States Senate, 76th Cong., at p. 11. 
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[3] And this brings us to the single question, whether the act on its face shows 
that Congress meant to withdraw from the jurisdiction of the courts every final 
decision of the Administrator in relation to benefit payments in the nature of 
gratuities provided for under the act. We think this unmistakable intent is 
shown by the language of the act, and that the plain meaning of the words used 
brings us necessarily to this result, for the language is that the court shall not 
consider or review questions of law or fact ‘‘concerning a claim for benefits or 
payments”. The words—concerning a claim for payments—can have no other 
meaning than—having relation to—such payments, and whatever the language 
of the prayer of the present complaint, the obvious purpose of the suit is to 
require the Administrator to resume benefit payments to appellant which the 
Administrator has decided appellant has forfeited all right to. Undoubtedly, if 
we hold here as appellant asks, the judgment we should direct would require the 
Administrator to pay appellant the money benefits accruing since 1937 and those 
to accrue hereafter,—otherwise the action would be bootless,—and to do this we 
would have to review the Administrator’s decision “‘concerning a claim for * * * 
payments”, and this the statute in plain words forbids. 

Our view is that, jurisdiction having been withdrawn, the order of dismissal 
sy _ = should be, and is, affirmed, but on the ground of lack of jurisdiction, 

rmed. 





No. 719. Van Horne v. Hines, ADMINISTRATOR OF VETERANS AFFAIRS, 
December 8, 1941. Petition for writ of certiorari to the Court of Appeals for 
the District of Columbia, and motion for leave to proceed further in forma 
pauperis, denied. Messrs. C. L. Dawson and Warren E. Miller for petitioner. 
Solicitor General Fahy and Messrs. Julius C. Martin, Wilbur C. Pickett, Fendall 
Marbury, and W. Marvin Smith for respondent. Reported below: 122 F. 2d 207, 


Stocums v. Gray ET AL. 
No. 10186. 
UNITED STATES COURT OF APPEALS DISTRICT OF COLUMBIA CIRCUIT 
Argued June 14, 1949.—Decided Dec. 5, 1949. 


Action by Willie G. Slocumb, Jr., against Carl R. Gray, Jr., individually and 
as Administrator of Veterans’ Affairs, and others, to restrain the defendants 
from enforcing or giving effect to Instruction Number 1 promulgated by the 
Veterans’ Administration and requiring them to comply with the terms of the 
proviso related to readjustment benefits in Servicemen’s Readjustment Act. 

The United States District Court for the District of Columbia dismissed the 
action for want of jurisdiction, 82 F. Supp. 125, and the plaintiff appealed. 

The Court of Appeals, Wilbur K. Miller, Circuit Judge, held that the instruc- 
tion was valid, and affirmed the judgment. 


1. Army and navy 


Regulation by Administrator of Veterans’ Affairs requiring ‘complete justifica- 
tion” that an elementary flight or private pilot course or a commercial pilot 
course elected by a veteran is in connection with his present or contemplated 
business or occupation means simply that the veteran must present convincing 
evidence of such fact, and a decision of the regional office of the Veterans’ Admin- 
istration that evidence presented by veteran was insufficient was not subject to 
review by any court. Servicemen’s Readjustment Act of 1944, §§ 100 et seq., 
400 (a), 38 U. 8. C. A. §§ 693 et seq., 701 (f); Act June 30, 1948, 62 Stat. 1201. 


2. Army and navy 


A regulation of the Administrator of Veterans’ Affairs that complete justifica- 
tion that an elementary flight or private pilot course or a commercial pilot course 
elected by a veteran is in connection with his present or contemplated business 
or occupation is valid, Servicemen’s Readjustment Act of 1944, §§ 100 et seq., 
400 (a), 38 U. 8. C. A. §§ 693 et seq., 701 (f); Act June 30, 1948, 62 Stat. 1201. 
8. Army and navy 

Constitutional law 

Veterans’ benefits are mere gratuities, and the grant of them creates no vested 
rights, and the United States is not by the creation of claims against itself bound 
to provide a remedy in the courts. Servicemen’s Readjustment Act of 1944, 
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$§ 100 et 00's 400 (a), 38 U. 8. C. A. §§ 693 et seq., 701 (f); Act June 30, 1948, 
62 Stat. 1201. ; 

Mr. William A. Roberts, Washington, D. C., with whom Mr. Robert FE. 

saps oy pai Mrs. Irene Kennedy, Washington, D. C., were on the brief, 
for ap \ 
Mr. David A. Turner, Assistant Associate Solicitor, Washington, D. C., with 
whom Messrs, Edward E. Odom, Solicitor, George P. Hughes, Assistant Solicitor, 
Veterans Administration, George Morris Fay, United States Attorney, Joseph M. 
Howard and Ross O’Donoghue, Assistant United States Attorneys, Washington, 
D. C., were on the brief, for appellees. 

Before Witpur K. MiLier and Prerryman, Circuit Judges, and Hourzorr, 
District Judge, sitting by designation. 

Witsour K. Mruuer, Cireuit Judge. 

Willie G. Slocumb, a veteran World War II and a licensed commercial 
photographer, applied on April 19, 1948, to a regional office of the Veterans’ Ad- 
ministration for permission to take a course in flight training under the provisions 
of the Servicemen’s Readjustment Act of 1944, as amended, 58 Stat. 284, 59 Stat. 
463, 59 Stat. 623, 60 Stat. 299, 38 U. 8. C. A. § 693 et seq., 58 Stat. 287, 38 
U.S. C. A. § 701 (f). He told the regional office he wished to learn to fly in order 
to become a commercial aerial photographer. 

An appropriation act! approved June 30, 1948, provided funds to pay for the 
education and training of veterans authorized by Title II of the Readjustment 
Act, but also provided that no part of the appropriation should be expended for 
courses determined by the Administrator to be avocational or recreational. That 
limitation was itself limited, however, by this stipulation: 

“* * * For the purpose of this proviso, education or training for the purpose 
of teaching a veteran to fly or related aviation courses in connection with his 
present or contemplated business or oceupation shall not be considered avocational 
or recreational,”’ 

Simultaneously with the effective date of the appropriation act, the Admin- 
istrator of Veterans’ Affairs promulgated a regulation which he termed “Instrue- 
tion No. 1’, which included the following: 

“An elementary flight or private pilot course or a commercial pilot course 
elected by a veteran in an approved school shall not be considered avocational 
or recreational in character if the veteran submits to the regional office (1) com- 
plete Dj waornnbeape that such course is in connection with his present or contem- 
plated business or occupation and (2) satisfactory evidence that he is physically 
qualified to obtain the type of license which will enable him to attain his employ- 
ment objective. Such justification and evidence must be submitted to and 
appaey: by the regional office prior to his entrance into training.” 

‘nder date of July 16, 1948, the regional office wrote to the appellant advising 
him of the limitation placed by the statute and regulation on expenditure of the 
appropriation and adding: 

‘* * * The justification, which you submitted along with Veterans Adminis- 
tration Form 7~-1905e, does not appear adequate. 

“If you so desire, you may request an appointment to obtain advisement and 
guidance for final determination to be made as to whether or not you will be 
allowed to pursue this course of training. 

“If you desire advisement and guidance, you should contact the Veterans’ 
Administration Office, Norfolk, Virginia, for an appointment to obtain counseling 
and, at that time, a final determination will be made in your case.” 

Pursuant to this suggestion the appellant went to Norfolk on August 24, 1948, 
and took a series of aptitude and psychological tests, and, as his complaint says: 

_“* * * on this occasion he described in detail the fact that he earns a substan- 
tial part of his livelihood as a licensed commercial photographer, that he has on 
several occasions made aerial photographs for hire, and that he wishes to make a 
career of aerial commercial photography; * * *.” 

The decisions of the regi office of the Veterans Administration was communi- 
cated to Slocumb by the following letter, dated September 16, 1948: 

“Further reference is made to your request to enroll in the above-named course. 
You have received educational and vocational guidance. Consideration has been 
given to all the svidence submitted in your case, including the additional evidence 
developed through the Advisement and Guidance procedures, and it is determined 
that you have not established that the above-named course is in connection with 
your present or contemplated business, or occupation or educational objective. 
Therefore your request to enroll in this course is disapproved. 





1The Supplemental Independent Offices Appropriation Act, 1949, 62 Stat. 1201. 
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ag wy have no further evidence to submit, but have substantial reason to be. 
lieve that the decision is not in accordance with the law and the facts in your case. 
you may appeal to the Administrator of Veterans’ Affairs at any time within | 
year from the date of this letter. If you wish to appeal, you should so inform 
this office, and you will be furnished with VA Form P-9 for that p ne 

Without availing himself of the right of appeal to the Administrator, the 
appellant sued that officer, two of his assistants and the Director of Trainin 

acilities of the Veterans Administration, in the United States District Court 
for the District of Columbia. The complaint, which rted to be on behalf of 
Slocumb and all others similarly situated, attacked the regulation known as 
Instruction No. 1 as being an unauthorized modification of the statute pursuant 
to which it was or and, therefore, illegal and void. The attack was based 
on the theory that the Administrator must accept appellant’s “bonafide declara- 
tory statement’, if unrebutted, and that by requiring “‘complete justification” the 
regulation nullified the statute. This appears from the prayer of the complaint 
which was for a preliminary and then a permanent injunction against the appellees, 
and those acting for them, for the purpose of 

“‘(a) Restraining and enjoining them from enforcing or giving effect to Instruc- 
tion No. 1, promulgated by the Veterans Administration under Public Law 862, 
80th Congress, in any and all relations to applications for flight training under the 
Readjustment Act; and 

“(b) Requiring them to comply with the terms of the Proviso related to read- 
justment benefits in the said Public Law 862 of the 80th Congress by accepting a 
bonafide declaratory statement of an applicant for flight training that the course 
is to be used in connection with his present or renin ve 2 business or occupation 
as sufficient evidence, in the absence of a rebuttal by the Veterans Administration, 
to remove the veterans’ application from the operation of the said Proviso.” 

The District Court dismissed for lack of jurisdiction. 

{1] The Administrator, in using the layman’s expression “complete justifica- 
tion”, could have meant no more than “convincing evidence’’, and we attribute 
that meaning to the term. Since he was the person to be convinced, it was his 
right and duty in this case, as in all others, to say whether the evidence submitted 
was convincing to him; and, under the mandate of Congress, his answer may not 
be reviewed by any court. 

The proviso in the 1 kage semper act upon which appellant relies does not de- 
clare, without reservation, that education or training for the purpose of teaching a 
veteran to fly shall not be considered avocational or recreational. It qualifies 
the declaration in this fashion: 

“* * * education or training for the purpose of teaching a veteran to fly * * * 
in connection with his present or contemplated business or occupation shall not be 
considered avocational or recreational.’’ (Emphasis supplied.) 

Consequently, whether a desired course in aviation actually will be in connec- 
tion with the applying veteran’s present or contemplated business or occupation, 
is a question which must be answered in each case. Congress of course knew the 
duty of making such decisions would fall upon the Administrator. Yet it estab- 
lished no standards to govern the quantity or quality of proof to be required as 
a basis for the determination. 

When the Administrator provided by regulation that an applying veteran 
must submit “complete justification that such course is in connection with his 
present or contemplated business or occupation’’, he was simply setting up a 
standard which the statute omitted to supply. Had the regulation not been 
adopted, the Administrator could, nevertheless, follow the same rule in each 
case as it arose; and use of the standard on an ad hoc basis would then unmis- 
takably be a step in his decisional process, and therefore would not be open to 
judicial review.2 We see no difference in the two methods, so we conclude that 
this regulation is not subject to judicial scrutiny. It in no way enlarges, restricts 
or modifies, the scope of the statute but is in harmony with it, since it has to do 
with a matter which was legislatively left to the Administrator’s discretion. 


2 Compare Work v. United States ex rel. Rives, 1925, 267 U. 8. 175, at pages 181-182, 45 8. Ct. 252, at page 
254, 69 L. Ed. 561, where the Supreme Court said: “* * * —— did not wish to create a legal claim. 
It was not dealing with v rights. It did not * * * e the losses recoverable in a court, but 


expressly provided otherwits. * * * It hedged the ting of the equitable gratuity with limitations to 
revent the use of the statute for the recovery of doubtful or fraudulent claims or merely lative losses. 
t vested the Secretary with power to reject all losses ercept as he was satisfied that were and equitahle 
and it made his decision conclusive and final. Final against whom? Against claimant. He could 
not = to court to review the Secretary’s decision, This was expressly forbidden.” (Emphasis 
supp 
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{2} Appellant says “that notwithstanding immunity from judicial review of 
such action [the Administrator’s ultimate disposition of the matter], however 
arbitrary or unjust, the Administrator may not by regulation nullify the very 
statute under which he is required to proceed.” e regulation here involved 
does not in _ sense nullify the statute but rather supplements it. Nor is it, 
in our view, arbitrary or unjust. 

In diselaiming jurisdiction, the District Court properly relied upon 38 U.S. C. A. 
§ 705, which says: 

“All decisions rendered by the Administrator of Veterans’ Affairs under the 
provisions of * * * this title and * * * of Title 5 or the regulations issued 
pursuant thereto, shall be final and conclusive on all questions of law and fact, 
and no * * * court * * * shall have jurisdiction to review by mandamus or 
otherwise any such decision.” * 

In addition, reliance was placed upon 38 U. 8. C. A. § 1la—2, which repeats 
that, with certain exceptions not here relevant, the Administrator’s decision on all 
questions of law and fact concerning a claim for veterans’ benefits shall be con- 
clusive and not subject to review.* 

[3] Under these enactments, the District Court lacked jurisdiction to review 
the merits of the Administrator’s decision on appellant’s application,’ had the 
administrative proceeding progressed far enough to reach him. Moreover, the 
authority of Congress to withhold judicial review here is now beyond question.® 
Veterans’ benefits are mere gratuities and “the grant of them creates no vested 
right.” 7 ‘The United States is not, by the creation of claims against itself, 
bound to provide a remedy in the courts.” ® 

We accept the appellant’s statement that he is attacking the regulation and 
not the ruling; and, for the reasons given, we hold the regulation valid. He is 
not permitted by the statute to attack the ruling, whether made at the inter- 
mediate or final administrative level, so we need not consider the effect of 
— obvious failure to exhaust the administrative process. 

rmed. 


Wauarre v. Unrrep STATES ET AL. 


APPEAL FROM THE DISTRICT COURT OF THE UNITED STATES FOR THE EASTERN 
DISTRICT OF VIRGINIA 


No. 177. Argued January 26, 1926.—Decided March 1, 1926 


1. The Act of March 5, 1925, giving appellate jurisdiction to the Circuit 
Courts of Appeals in suits for war risk insurance, including suits pending, did not 
apply to a case pending in this Court on appeal on the date of the Act. P. 179. 

. A form of certificate of war risk insurance providing that it should be subject 
not only to the War Risk Insurance Act but to any future amendments thereof, 
could be validly adopted under the Act by the Director with the approval of the 
Secretary of the Treasury. P. 180. 

3. Where a certificate was thus subject to future legislation, the beneficiary 
named had not such a vested right in the instalments payable as will prevent 
letting in another beneficiary not eligible under the statute originally, but named 
in the soldier’s will and made eligible by an amendment of the statute passed 
after his death. P. 180. 

299 Fed. 855, affirmed. 

Appeal from a judgment of the District Court in a suit to enforce rights claimed 
under a certificate P war risk insurance, 

at 6 A. T. Gordon, with whom Mr. R. L. Gordon, Jr., was on the brief, for 
appellant. 

he judgment of the court below, founded upon the amended Act, violates the 
Fifth Amendment by taking the property of the appellant without compensation. 
Forbes Pioneer Boat Line Co. v. Commrs. Everglades Drainage Dist., 258 U. 8. 336; 
Pennie v. Reis, 132 U. 8. 464; Steger v. Building & Loan Assn., 208 Ill. 236; 


448 Stat. 9, ch, 3, Title 5 (1933). This provision was made applicable to the Servicemen’s Readjust 
ment Act *he sok. aS ae - 

‘Snauffer v. Stimson, 1946, 81 U. 8. App. D. ©, 110, 155 F, 2d 861; Van Horne v. Hines, 1941, 74 App. 
D. C. 214, 122 F. 2d 207, certiorari denied 4941, 314 U. S, 689, 62 8. Ct. 360, 86 L. Ed. 552 


*Van Horn v. Hines, — Barnett v. Hines, 1939, 70 App. D. C. 217, 105 F. 2d 96, certiorari denied 
. . Ct, 88, 84 L. Ed. 480. 

' Lynch v. United S 1 292 U. 8. 571, 577, 54 S. Ct. 840, 842, 78 L. Ed. 1434. 

'Dismuke vy. United 8 297 U. S. 167, 171, 56 S, Ct. 400, 403, 80 L. Ed, 561, 
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Barrett v. Barrett, 120 N. C. 127; Welch Water Co. v. Town of Welsh, 62 8, E. 497; 
Ettor v. City of Tacoma, 228 U.S. 146. The interest of the appellant became 
vested upon the death of the insured. Supreme Council v. Behrend, 247 U.S. 394. 
The designation of Lucy Reeves as one of the beneficiaries of the contract is not 
voidable, but void. The Act of Congress expressly forbade the insured to name 
her as a participant in the fund. The power of Congress to extend the permitted 
class ee beneficiaries ceases when the title of the permitted beneficiary becomes 
complete. 

The policy is not a quately but a contract, founded upon a valuable considera- 
tion, to wit, seven do per month deducted from the soldier’s pay. It has been 
fully performed by the payment of the sums stipulated for and by the perform. 
ance of the services which it was intended to stimulate. The fact that the insured 
only paid the normal premiums incident to times of peace and the Government 
paid the additional premium incident to the hazards of war, cannot affect the 
obligation to pay the sum contracted for or justify an interpretation of the Act 
which robs the contract of its character as a property right. 

The contract is entire, founded upon an indivisible consideration. The fact 
that the payments are in future installments is immaterial. The contract in- 
sured the life of the soldier in the sum of ten thousand dollars. This sum is 
divided into 240 installments, based on a life expectancy of twenty years. In the 
event of the soldier’s death within this period, the promise is to pay his beneficiary 
the same installments for twenty years or, in the event of her death, for such pro- 
portion of it as she actually continues in life. Hence death is a condition subse- 
quent, operating to defeat the previously vested interest in the fund. An estate 
is ‘‘vested’’ where there is an immediate right of present ao ment, or a present 
fixed right of future enjoyment. Armstrong v. Barber, 239 ii, 389; United States 
v. Fidelity Trust Co., 222 U.S. 155. 

Congress can make no contract with the insured except by statute. The Act 
in question did not, and could not constitutionally, authorize the Department to 
incorporate conditions in the contract reserving to Congress the power to alter 
or change its terms. Wéilliamson v. United States, 207 U.S. 425. 

a power of Congress to reserve the right to alter or amend the grant is ex- 
clusive. 

But, aside from this, had the general language found in the application of the 
insured been incorporated in the Act of 1917, it would not change the result. A 
general reservation of this character gives no power to destroy the obligation of the 
contract. The reservations have relation to the executory stages of performance 
during the life of the contract, and then only to reasonable changes that do not 
materially affect its obligation. County of Stanislaus v. San Joaquin Canal Co., 
192 U. S. 201; Holyoke Water Co. v. Lyman, 15 Wall. 500; Miller v. New York, 
15 Wall. 478; Vinton v. Welsh, 9 Pick. 92; Close v. Glenwood, 107 U. S. 466; Sinking 
Fund Cases, 99 U.S. 710; Curran v. State, 15 How. 402; 19 R.C.L. 1207, §§ 23-24; 
7 C. J. 1080; Bornstein v. Grand Lodge &c., 81 Pav. 271. 

Solicitor General Mitchell, with whom Assistant Attorney General Letts, and 
Messrs. Alfred A. Wheat and William M. Offley, Special Assistants to the Attorney 
General, were on the brief, for appellees. 

The jurisdiction of this Court on direct ap must be rested on § 238 of the 
Judicial Code, as it stood in 1924, allowing direct appeals in cases involving the 
construction of the Constitution of the United States. As this appeal was taken 
in August, 1924, the Act of February 13, 1925, does not apply. Although Congress 
may withdraw the right of appeal even after the appeal has been taken, Crane v. 
Hahlo, 258 U. 8. 142, the Act of March 4, 1925, is prospective in the sense that 
it was not intended to affect cases in which appeals had been taken prior to its 
passage, especially as the earlier Act of February 13, 1925, had expressly saved 
pending appeals. The jurisdiction of this Court depends therefore on whether 
a substantial constitutional Year is presented. Goodrich v. Ferris, 214 
U. 8. 71; Sugarman v. United States, 249 U. 8. 182. 

The Act of December 24, 1919, did not deprive the appellant of property with- 
out due process of law, and its retroactive provisions must be sustained because 
the War Risk Insurance Act, as amended October 6, 1917, gave to the Director, 
under the direction of the Secretary of the Treasury, power to administer, execute, 
and enforce the provisions of the Act and authority to make rules and regulations 
for that pape and to determine the full and exact terms and conaitions of the 
contract. The Director exercised this power by prescribing a condition, which 


was inserted in the contract in express terms, that the contract should be subject 
in all respects to the provisions of the Act of October 6, 1917, and of any amend- 
ments thereto and of all regulations thereunder “now in force or hereafter 
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adopted.” The power given him by the Act was sufficiently broad to authorize 
the Director to reserve in the contract a power to the United States to enact 
laws amending the contract subsequent. to its issuance, at least for the purposes 
of carrying out the objects of the Act, and the wishes of the insured. These 
provisions should be construed to render the law subject to modification by Con- 
gress after the issuance of the contract and after the death of the insured so as to 
meet the expressed wish of the soldier as to which of those dependent upon him 
should receive the benefits of the insurance. 

The Act of December 24, 1919, is a legislative recognition that the Director 
was acting within his powers, or is a ratification of his act in reserving to Congress 
a right to alter the contract. The Act of December 24, 1919, validating an in- 
effective attempt of the insured to designate his aunt as a beneficiary, may be 
sustained on principles applied to sustain curative Acts. 

Mr. Justice Homes delivered the opinion of the Court. 

George White, a soldier in the American army during the late war, on July 1, 
1918, took out insurance upon his life for $10,000 under the War Risk Insurance 
Act of October 6, 1917, ¢. 105, Article IV, § 400; 40 Stat. 398, 409. He designated 
his mother, the appellant, as beneficiary, but by a letter of the same date, since 
established as his will, he provided that one-half of the sums paid should go to 
his aunt, Lucy Reeves, who at that time was not among those to whom the statute 
allowed the policy to be made payable. § 401. He died on October 4, 1918, and 
thereafter monthly installments of $57.50 were paid to the mother through 
January, 1921. The award of the whole to her then was suspended on the ground 
that by the will the aunt was entitled to one-half. The Act of December 24, 1919, 
ec. 16, § 13; 41 Stat. 371, 375, had enlarged the permitted class of beneficiaries to 
include aunts among others and had provided that the section should be deemed 
to be in effect as of October 6, 1917, and, with proper safeguards, that awards of 
insurance should be revised in accordance with the amended act. On October 
9, 1923, the mother filed a petition under § 405 of the Act of 1917 and the Act 
of May 20, 1918, c. 77; 40 Stat. 555, to establish her claim to the whole, and set up 
that to give effect to the Act of 1919 would be to deprive her of rit igs anda 
without due process of law contrary to the Constitution of the Uni States. 
The District Court decided in favor of the aunt. 299 Fed. 855. Mrs. White 
appealed to this Court in August, 1924, and it fairly may be assumed that the 
Act of March 4, 1925, c. 553; 43 Stat. 1302, 1303, giving the appellate jurisdiction 
to the Cireuit Court of Appeals does not apply. 

Mrs. White’s argument, of course, is that, although the statute allowed a bene- 
ficiary to be named by will, it did not extend the benefit to aunts, so that her son’s 
will was ineffective at the time when it was established; that therefore the mother’s 
interest vested as absolute at the son’s death, and could not be defeated by later 
legislation. But this argument fails when the precise position of the parties is 
understood. 

The certificate of insurance provided in terms that it should be ‘‘subject in all 
respects to the provisions of such Act fof 1917], of any amendments thereto, and 
of all regulations thereunder, now in force or hereafter adopted, all of which, 
together with the application for this insurance, and the terms and conditions 
published under authority of the Act shall constitute the contract.’ These 
words must be taken to embrace changes in the law no less than changes in the 
regulations. The form was established by the Director with the approval of 
the Secretary of the Treasury and on the authority of Article I, § 1, and Article 
IV, § 402, of the Act, which, we have no doubt, authorized it. The language is 
very broad and does not need precise discussion when the nature of the plan is 
remembered. The insurance was a contract, to be sure, for which a premium 
was paid, but it was not one entered into by the United States for gain. All 
soldiers were given a right to it and the relation of the Government to 
them if not paternal was at least avuncular. It was a relation of benevolence 
established by the Government at considerable cost to itself for the soldier’s good. 
It was a new experiment in which changes might be found necessary, or at least, 
as in this case, feasible more exactly to carry out his will. If the soldier was 
willing to put himself into the Government’s hands to that extent no one else 
could complain. The only relations of contract were between the Government 
and him. White’s mother’s interest at his death was vested only so far as he 
and the Government had made it so, and was subject to any conditions upon which 
they might agree. They did agree to terms that cut her rights down to one-half. 
She is a volunteer and she cannot claim more. See Helmholz v. United States, 
294 Fed. 417, affirming 283 Fed. 600. Gilman v. United States, 294 Fed. 422, 
affirming 290 Fed, 614. 


Judgment affirmed. 
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Apprenpix OC 
DEPARTMENTAL Reports 


VETERANS’ ADMINISTRATION, 
Orrice OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 21, 1956, 
Hon. Ouin E. Tracour, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: This is in reply to your request for a report 
on H. R. 10478, 84th Congress, a Dil to amend section 21 of the 
World War Veterans’ Act, 1924, to provide for the disposition of 
certain benefits which are unpaid at the death of the imtended 
beneficiary. 

The purpose of the bill is to limit the payment of funds held in the 
Treasury to the credit of a beneficiary of the Veterans’ Administration 
who is under a legal disability, and of any funds or property in the 
hands of a person who is the guardian, curator, conservator, or other- 
wise legally vested with the care of such beneficiary or his estate, 
which funds or property are derived from payments of compensation, 
pension, emergency officers’ retirement pay, servicemen’s indemnity, 
or retirement pay, to the survivors specified in the bill upon the death 
of the beneficiary. 

Section 21 (3) of the World War Veterans’ Act, 1924, as amended, 
provides that all or any part of the benefits to which an incompetent 
veteran is entitled and which have not been paid to a fiduciary, 
including the chief officer of the institution in which such veteran is 
an inmate, nor apportioned to his dependents, may be ordered held 
in the Treasury to the credit of such beneficiary. Any balance 
remaining in such trust fund to the credit of any beneficiary may be 
paid in the event of his death, to his personal representative, except 
where, under the law the State of his last legal residence, his estate 
would escheat. It is further provided that where funds in the hands 
of a fiduciary would escheat to the State, they shall instead escheat 
to the United States and be returned by the fiduciary, less legal 
expenses of any administration necessary to determine that an 
escheat is in order, to the Veterans’ Administration and be deposited 
to the credit of the current appropriations provided for payment of 
the type of benefit involved. 

Section 1 (a) of the bill would amend the above-mentioned section 
of the law so as to provide for the payment of such funds held in the 
Treasury to the following persons in order listed: 

1. The spouse of the deceased ; 
2. The adult or minor children (as defined in section 3 (1) (a)- 
(d) of the World War Veterans’ Act) in equal parts; and 
3. The dependent mother or father (as defined in sec. 3 (5) 
of the World War Veterans’ Act), or, if he has both a dependent 
mother and a dependent father, to the. in equal shares. 
If there are no survivors in the classes specified, the bill provides that 
the balances so held shall revert to the Treasury to the appropriation 
or appropriations from which made. 

Section 1 (a) of the bill would have little, if any, practical effect, 

in view of the existing procedures with respect to funds held for in- 
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competent beneficiaries. In the event such funds are not paid to the 
guardian or other fiduciary, an award is ordinarily made to the chief 
officer of the institution or other official who holds such funds in trust 
for the veteran. Thus, these moneys represent actua] payments and 
are not in the same category as funds held in the Treasury to the credit 
of the beneficiary as provided by section 21 (3) of the World War 
Veterans’ Act. ‘The deposits are made to “personal funds of patients.” 
With respect to ‘funds due incompetent beneficiaries” which have been 
held in the Treasury, they are presently composed of amounts de- 
— for periods prior to August 8, 1946, and are regarded as accrued 

ut unpaid amounts which are disposed of upon the death of the 
veteran in accordance with section 12 of Public Law 144, 78th 
Congress, which prescribes an order of payment somewhat similar 
to that prescribed by section 1 (a) of the bill, with respect to unpaid 
items of compensation, pension, or retirement pay covering the period 
of 1 year prior to death, with the result that no accrued amounts are 
paid covering — preceding period. The bill would not change this 
presently controlling method of distribution. 

It should be noted that to the extent that any insurance payments 
due an incompetent beneficiary may be involved now or in the future 
in section 1 (a) of the bill that section is believed to be invalid. Rights 
and benefits granted under Government life insurance are contractual 
in nature, and the bill would purport to change the terms of the life- 
insurance contract by providing a different order of disposition of these 
payments upon the death of the incompetent beneficiary, thus curtail- 
ing benefits payable under the contract and depriving persons of their 
contractual rights. 

It may be noted, in passing, that the terms “children” and “mother 
or father’’ are used in section 1 (a) of the bill as defined in subsections 
3 (1) and 3 (5), respectively, of the World War Veterans’ Act, whereas 
the definitions of the terms ‘‘child” and ‘‘mother or father’ currently 
used in the administration of benefits under most laws administered 
by the Veterans’ Administration are those appearing in sections 7 and 
8, respectively, of Public Law 144, 78th Congress. In the interest of 
uniformity, it is believed that the generally applicable current defini- 
tions should be adopted for the purposes of the bill. 

Section 1 (b) of the bill is of major concern to the Veterans’ Admin- 
istration. It would amend section 21 of the World War Veterans’ 
Act by adding a new paragraph (5) to that section. This new para- 
graph is designed to prevent the distribution of the estates of minor 
and incompetent beneficiaries, derived from certain specified benefits 
paid by the Veterans’ Administration to fiduciaries in their behalf, to 
remote relatives of such beneficiaries upon their death. It would ac- 
complish this by providing that upon the death of the beneficiary, the 
funds or property derived from such payments made before or after 
the date of enactment of the new paragraph (5) shall be paid by the 
fiduciary to the Administrator of Veterans’ Affairs, who shall pay such 
funds and the proceeds of the property to the living survivor or 
survivors of the beneficiary first listed in section 1 (a) of the bill. 

The proposed legislation represents a material departure from the 
present escheat provisions of section 21 (3) of the World War Veter- 
ans’ Act of 1924, as amended, which would be stricken from that sec- 
tion by section 1 (a) of the bill. If enacted, this proposed legislation 
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will inevitably raise constitutional questions such as an infringement 
upon the powers reserved to the States in the administration and dis- 
tribution of the estates of deceased persons survived by heirs. The 
retroactive effect of the eee section 1 (b) raises serious question 
as to the validity of such legislation. Generally, the benefits here 
involved may be regarded as gifts pursuant to statute, impressed with 
a reversionary right in favor of their donor (when escheat is involved) 
as to benefits standing to the credit of the beneficiary on his death. 
The Congress in section 21 (3) of the World War Veterans’ Act has 
es ety as a condition subsequent only the reversionary right of 
escheat. 

The bill relates to persons under a legal disability and the presump- 
tion is that they cannot make a valid will. However, this presump- 
tion, in most States, is rebuttable, and section 21 (3) of the World 
War Veterans’ Act now allows for the possibility of a disposal by will. 
Wills, probate, and descent and distribution are matters generally 
within the province of the several States. Any rights of the benefi- 
ciary to dispose of the remaining payments by will would appear, there- 
fore, to be for determination under the laws of the several States. 
Accordingly, the change in the law as proposed by the bill, insofar as 
it relates to past payments, would be of doubtful validity. 

Apart from the legal considerations previously discussed, the pro- 
posed legislation would be difficult to administer if enacted and ulti- 
mately upheld by the courts. For example, the bill is not clear as to 
whether the estate derived from Veterans’ Administration benefits 
shall be distributed to the specified class of survivors who were alive 
at the time of the beneficiary’s death, or only to those survivors who 
were alive at the time the estate is distributed by the Administrator. 
It makes no provision for the payment of expenses incident to final 
administration of the estate by the fiduciary, nor does it provide for 
the payment of valid creditors’ claims generally. 

Under the terms of the bill, the assets of the decedent’s estate would 
have to be liquidated by the Administrator before payment could be 
made to any of the specified survivors. The practical difficulties 
which would be encountered in attempting to comply with this provi- 
sion are almost limitless. There is, for example, the matter of acquir- 
ing possession of the property, both personal and real, and thereafter 
preserving it until it can be disposed of at a reasonable price. In the 
case of real estate, particularly difficult problems would arise. These 
include the matter of the acquisition and conveyance of a marketable 
title to the property, the question of what will be done with the prop- 
erty which was purchased only in part with funds derived from 
Veterans’ Administration benefits, and the preservation and disposi- 
tion of crops growing thereon. An additional consideration will arise 
in cases wherein the real estate owned by the decedent was used as a 
home for his wife and family. It would be manifestly unjust to dis- 
pose of such property at what would be tantamount to a forced sale, 
depriving them of a home, only to return to them a sum which might 
well be substantially less than the market value. 

In large part the bill would not accomplish its main purpose in that 
the greater percentage of cases of World War I veterans having large 
estates would not revert to the Administrator because of the omission 
of automatic and term insurance from the benefit. payments listed in 
section 1 (b) of the bill. Many of the largest estates of World War I 
veterans have been accumulated by reason of continued payment 
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under the permanent and total disability provisions of their insurance 
contracts. As pointed out in the discussion of section 1 (a) of the bill, 
which would purport to affect the disposition of insurance payments 
held in trust in the Treasury to the credit of the beneficiary, the rights 
and benefits granted under a Government life-insurance contract 
cannot legally be curtailed. The failure to include insurance pay- 
ments in section 1 (b) is evidently a recognition of this principle. 

If the bill is considered further for enactment, the following tech- 
nical changes are suggested for the sake of greater clarity and for 
consistency with the language of section 21 (3) of the World War 
Veterans’ Act, as amended: 

The phrase “survivor of the’’, or similar language, should he inserted 
between the words “‘the’”’ and “beneficiary’’ in line 6, page 1. 

The word “beneficiaries”, appearing in lines 5 and 24, page 2, 
should be deleted and the word “‘survivors’’ substituted therefor. 

The insertion of the word “current’’ between the words “the” and 
“appropriation”, in line 7, page 2, would be consistent with the lan- 
guage now appearing in section 21 (3), World War Veterans’ Act, 
and would eliminate a possible source of administrative difficulty. 
The word “originally’’, line 7, page 2, should be deleted. The same 
changes should be made in lines 1 and 4, page 3. 

The words “revert and be returned’’, or similar language, should 
be substituted for the words “be paid” appearing in line 21, page 2. 
This would tend to clarify the Administrator’s status with respect to 
the funds and property returned for distribution which might elim- 
inate a possible source of technical difficulty, particularly in dealing 
with State courts. 

The words “revert to” in line 1, page 3, should be deleted and the 
phrase ‘‘be deposited in’’ substituted therefor. It would seem desir- 
able to delete the word “‘derive’’ from line 15, page 2, and substitute 
the words ‘‘were derived’. 

With reference to the cost effects of section 1 (a) of the bill, it 
appears that there would not be substantial additional costs in the 
administration thereof. The amount of increase in the funds which 
would be deposited in the Treasury cannot be estimated since it is 
not possible to estimate the number of veterans who, upon death, 
will not be survived by a spouse, child, or dependent parent. The 
cost of administration of section 1 (b) of the bill would increase as 
contrasted with the present law, in that the Administrator of Veterans’ 
Affairs would be required, in effect, to perform the functions of a per- 
sonal representative of the deceased beneficiary and those of a probate 
court. For the same reason previously indicated with regard to 
section 1 (a), it is not possible to estimate the increase in funds which 
would be deposited in the Treasury. 

While the basic objectives of the bill are fully appreciated, the 
Veterans’ Administration is unable, in view of the foregoing con- 
siderations, to recommend favorable action on the bill in its present 
comprehensive form. 

Due to the urgent request of the committee for a report on this 
measure, there has not been sufficient time in which to ascertain from 
the Bureau of the Budget the relationship of the proposed legislation 
to the program of the President. 

incerely yours, 
H. V. Hieiey, Administrator. 
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Exscutive Orriczk oF THE PRESIDENT, 
Bureav oF THE Bunce, 
Washington 25, D. C., June 4, 1956. 
Hon. Our E. Tzacus, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 356 House Office Building, 
Washington 25, D. C. 

My Dear Mr. CuarrMan: Since receipt of your letter of May 
22, 1956, requesting the Bureau of the Budget's comments on H. R. 
10478, this office has examined the proposed legislation carefully. 

On the basis of the results of your committee’s investigation 
of benefit payments, as indicated in your letter, this Bureau would 
agree strongly that remedial legislation is desirable, and that the basic 
objectives of the proposed legislation are sound. 

The objections raised to the specific bill in the report of the Ad- 
ministrator of Veterans’ Affairs appear to deal with a variety of 
legal issues involving the constitutional validity of certain provisions, 
together with the administrative workability of others. As desirable 
as the objectives of the bill appear, this Bureau would urge the 
most careful reconsideration of the legal objections raised by the 
Veterans’ Administration in order that the committee’s bill may not 
be vulnerable to multiple tests of its constitutionality. On such 
matters as these, the Bureau of the Budget recommends that the 
committee obtain the comments of the Department of Justice. 

We are informed further that the Veterans’ Administration is 
prepared to make available additional staff assistance to the committee 
in the preparation of this legislation, should you consider such 
assistance desirable. 

Our discussions with the Veterans’ Administration suggest that 
significant oppertunities for improvement of existing law do exist 
which would achieve at least in part the objectives of H. R. 10478. 
Should your committee find that it is not feasible to proceed with the 
full scope of the present bill at this time, you may wish to consider 
these other possibilities. Over $50 million are currently being held 
by the chief officers of Veterans’ Administration hospitals or regional 
offices as personal funds of patients to which, in large part, a rever- 
sionary stipulation might be more reasonably attached. In addition, 
since the enactment of Public Law 662, August 8, 1946, no reductions 
have been made in compensation, pension, or retirement pay of insti- 
tutionalized veterans who are not receiving care by the Veterans’ 
Administration. The President’s Commission on Veterans’ Pensions 
in recommendation No. 65 indicated their belief that further study 
and legislation would be desirable in these areas. 

In conclusion, the Bureau of the Budget agrees that legislation in 
this area of veterans’ benefits is desirable, and, while urging the com- 
mittee’s careful consideration of the objections which have been made 
to certain provisions of H. R. 10478, strongly favors the basic objec- 
tives of this measure. 

Sincerely yours, 


Rosert E. Merriam, 
Assistant to the Director. 
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Unitep States DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ArrorNgeY GENERAL, 


Washington, D. C., June 28, 1956. 
Hon. Our E. Traeue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 10478) 
to amend section 21 of the World War Veterans’ Act, 1924, to provide 
for the disposition of certain benefits which are unpaid at the death 
of the intended beneficiary. 

Enclosed for the consideration of the committee is a memorandum 
in which the legislation is discussed and suggestions are made for its 
amendment. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation. 

Sincerely, 
Warren Otney III, 
Acting Deputy Attorney General. 


JUNE 21, 1956. 
MEMORANDUM 


Subject: H. R. 10478, 84th Congress, 2d session, a bill to amend 
section 21 of the World War Veterans’ Act, 1924, to provide for 
the disposition of certain benefits which are unpaid at the death 
of the intended beneficiary. 

This memorandum is prepared in response to a request for views 
with respect to the merits of H. R. 10478, 84th Congress, 2d session. 
H. R. 10478 proposes the amendment of paragraph (3) of 38 U.S. C. 
450, and the addition of a new paragrapn (5) to that section of the 
statute. 

Paragraph (3), as it is presently written, provides that any balance 
of compensation, pension, emergency officers’ retirement pay or insur- 
ance payable under any act administered by the Veterans’ Adminis- 
tration, the payment of which has been suspended or withheld from 
the fiduciary of a veteran or other beneficiary under a legal or mental 
disability pursuant to the authority of 38 U. S. C. 450 shall, in the 
event o the beneficiary’s death, be paid to the decedent’s personal 
representative, unless the estate will escheat under the laws of the 
State of the decedent’s last residence. The terms of 38 U.S. C. 450, 
including those referred to above, are expressly made applicable to 
benefits payable under the National Service Life Insurance and the 
Servicemen’s Indemnity Acts (38 U.S. C. 816 and 858). H.R. 10478, 
if enacted into law, would require that suspended or withheld benefits 
be paid, in the event of the beneficiary’s death, his spouse or, if none, 
to his children (as defined in 38 U. S. C. 424 (1)) in hes parts. If 
the beneficiary is survived by neither a spouse nor children, the sus- 
pended or withheld benefits would be payable to his dependent father 


and mother (as defined in 38 U.S. C. 424 (5)) in equal shares. In the 
event the decedent is not survived by persons within the classes 
indicated, the suspended or withheid benefits would revert to the 
Treasury of the United States. 
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The last proviso of paragraph (3) of title 38, United States Code, 
section 450, as it is presently written, provides that funds derived 
from compensation, automatic or term insurance, emergency officers’ 
retirement pay or pension which are in the hands of a fiduciary of a 
veteran or other beneficiary who dies while under a legal or mental 
disability shall escheat to the United States if by the laws of the 
State of the deceased’s last residence such funds would otherwise 
escheat to the State. By the terms of H. R. 10478, the escheat 
provisions presently contained in the last proviso of p ph (3) of 
title 38, United States Code, section 450, would be omitted and in lieu 
thereof a new paragraph (5) would be added. This paragraph would 
require the decedent’s fiduciary to pay over to the Administrator of 
Veterans’ Affairs any funds or property derived from payments of 
compensation, pensions (including pensions under private relief acts), 
emergency insurance retirement pay, servicemen’s indemnity and 
retirement pay made by the Veterans’ Administration. Such benefits 
would then be paid by the Administrator of Veterans’ Affairs to the 
person or persons entitled thereto under the order of devolution 
established in paragraph (3), as amended, and if no one is eligible 
to take under that order of devolution, the funds and the proceeds of 
property derived therefrom would revert to the Treasury of the 
United States. 

The present escheat provisions of paragraph (3) of title 38, United 
States Code, section 450, were enacted’ to prevent the several States 
from obtaining a windfall of Federal funds which were intended by 
Congress for the benefit of veterans and their dependents and bene- 
ficiaries. See In re Price’s Estate (199 Misc. 833, 104 N. Y.5S. 2d 518 
(Surr. Ct., N. Y.)). H.R. 10478 would go much further and provide 
for the reversion to the United States of enumerated benefits and 
property derived therefrom in lieu of the distribution of such funds 
or property to remote relatives. In addition H. R. 10478 would 
impose upon the Admiaistrator of Veterans’ Affairs the responsibility 
for determining whether or not a deceased beneficiary has been 
survived by persons eligible to receive such funds or property. No 
provision has been made in H. R. 10478 for the allowance and payment 
of the claims of creditors of a deceased beneficiary, including the 
expenses of his last illness and burial. 

From a practical standpoint, the estates of the approximately 
232,000 minor beneficiaries of Veterans’ Administration benefits are 
relatively small and much less likely to revert to the Government 
pursuant to the proposal contained in H. R. 10478 than is true with 
respect to the estates of the approximately 107,000 mentally incom- 
petent veterans and other beneficiaries. Our experience in the litiga- 
tion of claims under the present statute confirms the view that Gov- 
ernment insurance payments have contributed materially to the size 
of the larger estates and that a substantial loss would result to the 
Government if the present provisions for the escheat of such funds 
were repealed. 

The Government’s insurance programs resemble in benevolent 
purpose the allowance of pensions and compensation benefits and 
other bounties in that public funds have been used to meet a large 


part of the cost of such programs (Lynch v. United States, 292 U.S. 
571; United States v. Henning, 344 U. S. 66). .The Government has 
limited its claim for the escheat of insurance benefits under the present 
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statute to automatic or term war risk insurance and gratuitous and 
level premium term national service life insurance (see 38 C. F. R. 
14.326b), the substantially gratuitous nature of these benefits being 
well recognized. So limited, the Government’s claim under the 
escheat provisions of the last proviso of title 38, United States Code, 
section 450 (3), has not been successfully challenged. Retention of 
the present provisions of title 38, United States Code, section 450, 
with respect to the escheat of insurance benefits would appear to be 
both desirable and consonant with the basic objectives of i. R. 10478. 
With respect to compensation, pensions, and other gratuitous bene- 
fits, it is well settled that the recipient has no vested right to the con- 
tinued payment of such benefits (United States v. Teller, 107 U.S. 
64; Lynch v. United States, 292 U.S. 571). Moreover, Congress may 
annex such conditions to the grant of gratuities as it sees fit and the 
recipient will hold them subject to the stated conditions and limita- 
tions (Abbott v. Morgenthau, 93 F. 2d 242 (C. A. D. C.), certiorari 
denied, 303 U.S. 638). The effect of the present statute is to impress 
the funds referred to therein with a reversion in favor of the United 
States (In re Lindquist’s Estate, 25 Cal. 2d 697, 154 P. 2d 897, cer- 
tiorari denied, 325 U. S. 864; Coakley v. Attorney General, 318 Mass. 
508, 62 N. E. 659). That also is the purpose of the present legislative 
at ee 
. R. 10478 does not provide for the reversion of automatic or term 
war-risk insurance benefits. However, this bill is otherwise more 
comprehensive in its coverage than the escheat provisions of title 38, 
United States Code, section 450 (3), both with respect to retirement 
pay and as it applies to ‘‘property” as well as “funds” derived from 
the benefits enumerated in the bill. As a practical matter the term 
“funds’’ used in the present statute embraces more than moneys 
actually paid on behalf of beneficiaries under legal or mental incapac- 
ity (Cf. Coakley v. Attorney General, 318 Mass. 508, 62 N. E. 2d 659; 
= x Price's Estate, 199 Mise. 833, 104 N. Y. S. 2d 518 (Surr. Ct., 

+ ¥;)) 

The specific inclusion of real property within the terms of the statute 
iving the Government a reversionary interest in funds and property 
erived from the enumerated benefits would appear to present — 

and practical difficulties from the standpoint of land titles, especially 
since the proposed legislation apparently seeks to avoid the usual 
administration proceedings conducted by State courts. In addition, 
court tests would probably be presented to resolve conflicts with 
State laws respecting homestead and related rights. So far as we are 
informed only a relatively small portion of the funds paid fiduciaries 
on behalf of beneficiaries under a legal or mental disability has been 
expended for the purchase of real property. This being true, it is 
suggested that real property not be specifically included within the 
coverage of H. R. 10478. If the committee’s subsequent investigation 
reveals that the amount of real property acquired with the aid of 
Veterans’ Administration funds paid to the fiduciaries of legally or 
mentally incompetent beneficiaries is larger than present information 
indicates, specific attention can then be directed to the drafting of 


suitable begtalation to provide for the enforcement of a reversionary 
interest in such property. 

It is noted that the provisions of paragraph (5), which would be 
added to 38 U.S. C. 450 by H. R. 10478, are intended to apply not 
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only to the benefits paid subsequent to the date of the enactment of 
the proposed legislation but also to benefits paid over to fiduciaries 
prior thereto. As the Administrator of Veterans’ Affairs has advised 
you (see House Committee Print 248, Committee on Veterans’ 
Affairs) the retroactive application of this legislation would raise a 
serious question as to its validity. We therefore suggest that the 
proposal be modified to operate prospectively only and that the 
present escheat provisions of 38 U.S. C. 450 (3) be continued in force 
as to all benefits paid to fiduciaries prior to the effective date of the 
proposed legislation. As we have suggested hereinbefore, it would 
also be desirable to retain the escheat provision of 38 U. S. C. 450 (3) 
with respect to insurance benefits, even after the enactment of the 
present proposal. 

H. R. 10478 would substitute the determination of the Adminis- 
trator of Veterans’ Affairs with respect to entitlement of persons 
claiming pursuant to the order of devolution set forth therein for 
the determination of heirship normally made by the probate courts 
of the several States in administration proceedings. Nor is provision 
made in H. R. 10478 for the allowance of the just claims of creditors, 
including claims for the expenses of the decedent’s last illness and 
burial. These expenses are, of course, proper charges against the 
estates of such decedents and it would appear that the statute should 
make provision therefor. In addition fiduciaries will understandably 
be reluctant to release funds and property to the Administrator of 
Veterans’ Affairs rather than to the probate court normally having 
jurisdiction thereof unless it is certain that they will be given a com- 
plete acquittance and that they will not be subjected to subsequent 
suits by creditors and claimants of the decedent’s estate. We feel 
that the marshaling of assets, the allowance of the just claims of 
creditors, the determination of whether or not there are survivors 
eligible to take a deceased beneficiary’s estate under the terms of 
the statute and the liquidation of his estate by the sale of the prop- 
erty belonging thereto can best be accomplished by utilizing the 
appropriate State courts having probate jurisdiction. This would 
appear to be advisable not only from a practical standpoint but also 
from the standpoint of comity: The use of the appropriate State 
court having probate jurisdiction will be particularly important if the 
enforcement of a reversionary interest in real property is to be pro- 
vided for. If the committee prefers to impose additional burdens 
upon the Administrator of Veterans’ Affairs, as contemplated by 
H. R. 10478, consideration should be given to adopting procedures 
and safeguards patterned after those established in the vesting statute, 
38 U.S. C. 17-17}. 

If the present provisions of H. R. 10478 relating to the return of 
funds and property to the Administrator of Veterans’ Affairs are re- 
tained, some delay in obtaining possession of the funds and cami 
of deceased veterans must necessarily be anticipated. Altho 
H. R. 10478 does not make it clear whether funds and property de- 
rived from Veterans’ Administration benefits should be distributed 
to the qualified survivors of the deceased beneficiary who are alive 
at the time of the beneficiary’s death or only to those alive at the time 
the estate is actually distributed by the Administrator of Veterans’ Af- 
fairs, it is assumed the latter is intended since the bill is aimed at 
avoiding payments to remote relatives of the beneficiary. The precise 
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meaning intended should, of course, be made clear by the use of 
5 language. 

f H. R. 10478 is modified in the several respects we have suggested 
it would appear to present an enforceable means of securing the rever- 
sion of the funds and personal property intended, if such funds are 
paid to fiduciaries subsequent to the effective date of enactment of 
the proposed op pp Nor should the fact a beneficiary may be 
found to have left a valid will alter this conclusion. Funds and 
property subject to the reversionary interest imposed by H. R. 10478 
will not form a part of the deceased beneficiary’s estate subject to 
testamentary disposition. However, this is not to say that ‘there 
may pas be other property subject to disposition pursuant to such 
a will. 

In limiting payments of Veterans’ Administration benefits under 
the circumstances set forth in H. R. 10478 to immediate relatives of 
deceased beneficiaries most likely to have a strong moral claim to the 
unexpended remainder of such benefits, the proposal should reduce 
the number of cases in which claims will be asserted on behalf of 
relatives behind the Iron Curtain. 





RaAMSEYER Rute 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


H. R. 10478 as Inrropucep 


SECTION 21 OF THE WORLD WAR VETERANS’ ACT, 1924, AS 
AMENDED 


Sec, 21. (1) Where any payment of compensation, adjusted com- 
pensation, eye emergency officers’ retirement pay, or insurance 
under any Act administered by the Veterans’ Administration is to be 
made to a minor, other than a person in the military or naval forces 
of the United States, or to a person mentally incompetent, or under 
other legal disabilit atinteed by a court of competent jurisdiction, 
such payment may be made to the person who is constituted guardian, 
curator, or conservator by the laws of the State of residence of 
claimant, or is otherwise legally vested with the care of the claimant 
or his estate: Provided, That where in the opinion of the Administrator 
any guardian, curator, conservator, or other person is acting as fi- 
duciary in such a number of cases as to make it impracticable to 
conserve properly the estates or to supervise the persons of the wards, 
the Administrator is hereby authorized to refuse to make future 
payments in such cases as he may deem proper: Provided further, 

hat prior to receipt of notice by the Veterans’ Administration that 
any such person is under such other legal disability adjudged by some 
court of competent jurisdiction, payment may be made to such person 
direct: Provded further, That where no guardian, curator, or con- 
servator of the person under a legal disability has been appointed 


eat 
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under the laws of the State of residence of the claimant, the Ad- 
ministrator shall determine the person who is otherwise legally vested 
with the care of the claimant or his estate. 

(2) Whenever it appears that any guardian, curator, conservator, 
or other person, in the opinion of the Administrator, is not properly 
executing or has not properly executed the duties of his trust or has 
collected or paid, or is attempting to collect or pay, fees, commissions, 
or allowances that are inequitable or in excess of those allowed by law 
for the duties performed or expenses incurred, or has failed to make 
such payments as may be necessary for the benefit of the ward or the 
dependents of the ward, then and in that event the Administrator is 
hereby empowered ‘by his duly authorized attorney to appear in the 
court which has appointed such fiduciary, or in any court having 
original, concurrent, or appellate jurisdiction over said cause, and make 
proper presentation of such matters: Provided, That the Adminis- 
trator, in his discretion, may suspend payments to any such guardian, 
curator, conservator, or other person who shall neglect or refuse, after 
reasonable notice, to render an account to the Administrator from 
time to time showing the application of such payments for the benefit 
of such incompetent or minor beneficiary, or who shall neglect or 
refuse to administer the estate according to law: Provided, further, 
That the Administrator is hereby authorized and empowered to appear 
or intervene by his duly authorized attorney in any court as an 
interested party in any litigation instituted by himself or otherwise, 
directly affecting money paid to such fiduciary under this section. 

Authority is hereby granted for the payment of any court or other 
expenses incident to any investigation or court proceeding for the 
appointment of any guardian, curator, conservator, or other person 
legally vested with the care of the claimant or his estate or the removal 
of such fiduciary and appointment of another, and of expenses in 
connection with the administration of such estates by such fiduciaries, 
or in connection with any other court proceeding hereby authorized, 
when such payment is authorized by the Administrator. 

(3) All or any part of the compensation, pension, emergency 
officers’ retirement pay, or insurance the payment of which is sus- 
pended or withheld under this section may, in the discretion of the 
Administrator, be paid temporarily to the person having custody and 
control of the incompetent or minor beneficiary to be used solely for 
the benefit of such beneficiary, or in the case of an incompetent 
veteran, may be apportioned to the dependent or dependents, if 
any, of such veteran. Any part not so paid and any funds of a mentally 
incompetent or insane veteran not paid to the chief officer of the 
institution in which such veteran is an inmate nor apportioned to 
his dependent or dependents may be ordered held in the Treasury 
to the credit of such beneficiary. All funds so held shall be disbursed 
under the order and in the discretion of the Administrator for the 
benefit of such beneficiary or his dependents. Any balance remaining 
in such fund to the credit of any beneficiary may be paid to him if he 
recovers and is found competent, or, if a minor, attains majority, or 
otherwise to his guardian, curator, or conservator, or, in the event of his 
death, [to his personal representative, except as otherwise provided 
by law: Provided, That payment will not be made to his personal 
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representative if, under the law of the State of his last legal residence, 
his estate would escheat to the State: Provided further, That any 
funds in the hands of a guardian, curator, conservator, or person 
legally vested with the care of the beneficiary or his estate, derived 
from compensation, automatic or term insurance, emergency officers’ 
retirement pay, or pension, pa able under said Acts, which under the 
law of the State wherein the beneficiary had his last legal residence 
would escheat to the State, shall escheat to the United States and 
shall be returned by such guardian, curator, conservator, or — 
legally vested with the care of the beneficiary or his estate, or by the 
personal representative of the deceased beneficiary, less legal expense 
of any administration necessary to determine that an escheat is in 
order, to the Veterans’ Administration, and shall be deposited to the 
credit of the current appropriations rovided for payment of com- 
pensation, insurance, or pension] to the beneficiary first listed below: 

(A) The spouse of the deceased; 

(B) The adult or minor children (as defined in section 
8 (1) (a)-(d) of this Act) in equal parts; 

(C) The dependent mother or father (as defined in section 3 (5) 
of this Act), or, if he has both a dependent mother and a dependent 
father, to them wm equal shares. 

If there are no beneficiaries in the classes listed above, the balance so 
held shall revert to the Treasury to the credit of the appropriation or 
appropriations from which originally made. 

(4) Any benefit payable or rage by the Veterans’ Administration 
shall be subject to the applicable provisions of Public Law Numbered 
262, Seventy-fourth Congress (U.S. C., title 38, sees. 556a, 454a), as 
now or hereafter ensandude Provided, That in any case of an incompe- 
tent veteran having no guardian, payment of compensation, pension, 
or retirment pay may be made in the discretion of the Administrator 
to the wife of such veteran for the use of the veteran and his depend- 
ents: And provided further, That payment of death benefits to a widow 
for herself and child or children, if any, may be made directly to such 
widow, notwithstanding she may be a minor. The Act of August 8, 
1882 (22 Stat. 373; U.S. C., title 38, sec. 44), is hereby repealed and 
any other law in conflict herewith is modified accordingly. 

(6) Where a beneficiary dies, any funds or property in the hands of a 
person who is a guardian, curator, conservator, chief officer of an institu- 
tion in which the beneficiary was an inmate, or person legally vested ap 
his care or the care of his estate, which funds or property derive from 
ments of com von, pension hegreoe ling pension under private ets), 
emergency officers’ retirement y, servicemen’s indemnity, or retirement 

pay made to such _ per aoe half of the beneficiary before or after the 
date of enactment o ap paragraph by the Administrator of Veterans’ 
Affairs shall be paid to the i ddndeainainn, who shall then pay such funds, 
and the proceeds of such property, to the living survivor or survivors of the 
beneficiary first listed i in paragraph (8). If there are no beneficiaries in 
the classes listed in that paragraph, such a, and the proceeds of such 
property, shall revert to t Treasury to the credit of the a ppropriation or 
appropriations (as determined by the Administrator of Veterans’ Affairs) 
from which such funds, or the funds from which such property was derived, 
were originally appropriated. 
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H. R. 10478 as Reporrep 


SECTION 21 OF THE WORLD WAR VETERANS’ ACT, 1924, 
AS AMENDED 


Sec. 21. (1) Where any payment of compensation, adjusted com- 
pensation, pension, emergency officers’ retirement pay, or insurance 
under any Ket administered by the Veterans’ Administration is to be 
made to a minor, either than a person in the military or naval forces 
of the United States, or to a person mentally incompetent, or under 
other legal disability adjudged by a court of competent jurisdiction, 
such payment may be made to the person who is constituted guardian, 
curator, or conservator by the laws of the State of residence of claim- 
ant, or is otherwise legally vested with the care of the claimant or his 
estate: Provided, That where in the opinion of the Administrator any 
guardian, curator, conservator, or other person is acting as fiduciary 
in such a number of cases as to make it impracticable to conserve 
properly the estates or to supervise the persons of the wards, the 
Administrator is hereby authorized to refuse to make future payments 
in such cases as he may deem proper: Provided further, That prior to 
receipt of notice by the Veterans’ Administration that any such 
person is under such other legal disability adjudged by some court of 
competent jurisdiction, payment may be made to such person direct: 
Provided further, That where no guardian, curator, or conservator of 
the person under a legal disability has been appointed under the laws 
of the State of residence of the claimant, the Administrator shall 
determine the person who is otherwise legally vested with the care of 
the claimant or his estate. 

(2) Whenever it appears than any guardian, curator, conservator, 
or other person, in the opinion of the Administrator, is not properly 
executing or has not properly executed the duties of his trust or has 
collected or paid, or is attempting to collect or pay, fees, commissions, 
or allowances that are inequitable or in excess of those allowed by 
law for the duties performed or expenses incurred, or has failed to make 
such payments as may be necessary for the benefit of the ward or 
the dependents of the ward, then and in that event the Adminis- 
trator is hereby empowered by his duly authorized attorney to appear 
in the court which has appointed such fiduciary, or in any court 
having original, concurrent, or appellate jurisdiction over said cause, 
and make proper presentation of such matters: Provided, That the 
Administrator, in his discretion, may suspend payments to any such 
guardian, curator, conservator, or other person who shall neglect or 
refuse, after reasonable notice, to render an account to the Adminis- 
trator from time to time showing the application of such payments 
for the benefit of such incompetent or minor beneficiary, or who shall 
neglect or refuse to administer the estate according to law: Provided 
further, That the Administrator is hereby authorized and empowered 
to appear or intervene by his duly authorized attorney in any court 
as an interested party in any litigation instituted by himself or other- 
wise, directly affecting money paid to such fiduciary under this sec- 
tion. 

Authority is hereby granted for the payment of any court or other 
expenses incident to any investigation or court proceeding for the 
appointment of any guardian, curator, conservator, or other person 
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legally vested with the care of the claimant or his estate or the removal 
of such fiduciary and appointment of another, and of expenses in 
connection with the administration of such estates by such fiduciaries, 
or in connection with any other court proceeding hereby authorized, 
when such payment is authorized by the Administrator. 

(3) All or any part of the compensation, pension, emergency 
officers’ retirement pay, or insurance the payment of which is sus- 
pended or withheld under this section may, in the discretion of the 
Administrator, be paid temporarily to the person having custody and 
control of the incompetent or minor eedaiciary to be used solely for 
the benefit of such beneficiary, or in the case of an incompetent vet- 
eran, may be apportioned to the dependent or dependents, if any, of 
such veteran. Any part not so paid and any funds of a mentally 
incompetent or insane veteran not paid to the chief officer of the 
institution in which such veteran is an inmate nor apportioned to his 
dependent or dependents may be ordered held in the Treasury to the 
credit of such beneficiary. All funds so held shall be disbursed under 
the order and in the discretion of the Administrator for the benefit 
of such beneficiary or his dependents. Any balance remaining in 
such fund to the credit of any beneficiary may be paid to him if he 
recovers and is found competent, or, if a minor, attains majority, or 
otherwise to his guardian, curator, or conservator, or, in the event 
of his death, to the survivor of the beneficiary first listed below: 

(A) The spouse of the deceased; 

(B) The children (as defined in paragraph VI of Veterans 
Regulation Numbered 10, disregarding any part thereof relating 
to age or marital status) in equal parts; 

(C) The dependent mother or father (as defined in paragraph 
VII of Veterans Regulation Numbered 10), or, if he i both a 
dependent mother and a dependent father, to them in equal shares. 

If there are no survivors in the classes listed above, the balance so held 
shall revert to the Treasury to the credit of the current appropriation or 
appropriations from which made. Any funds in the heads of a guardian, 
curator, conservator, or person legally vested with the care of the beneficiary 
or his estate, derived from automatic or term insurance payable under 
said Acts, which under the law of the State wherein the beneficiary had 
his last legal residence would escheat to the State, shall escheat to the 
United States and shall be returned by such guardian, curator, conser- 
vator, or person legally vested with the care of the beneficiary or his estate 
or by the personal representative of the deceased beneficiary, less legal 
expenses of any administration necessary to determine that an escheat 
is in order, to the Administrator of Veterans’ Affairs. Such funds 
shall be deposited in the Treasury to the credit of the current appropriation 
(as determined by the Administrator of Veterans’ Affairs) from which 
such funds were appropriated. 

(4) Any benefit payable or paid by the Veterans’ Administration 
shall be subject to the applicable provisions of Public Law Numbered 
262, Seventy-fourth Congress (U.S. C., title 38, secs. 556a, 454a), as 
now or hereafter amended: Provided, That in any case of an incom- 
petent veteran having no guardian, payment of compensation, pen- 
sion, or retirement pay may be made in the discretion of the Admin- 
istrator to the wife of such veteran for the use of the veteran and his 
dependents: And carpe! tang That payment of death benefits to 
a widow for herself and child or children, if any, may be made directly 
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to such widow, notwithstanding she may be a minor. The Act of 
August 8, 1882 (22 Stat. 373;.U. S. C., title 38, sec. 44), is hereby 
repealed and any other law in conflict herewith is modified accordingly. 

(6). Where a beneficiary dies, any funds or property in the hands of | a 
person who is a guardian, curator, conservator, chief officer of an institu- 
tion in which the beneficiary was an inmate, or person legally vested with 
his care or the care of his estate, which funds or property were 
derived from payments of compensation, pension (including pension under 
private Acts), emergency officers’ retirement pay, servicemen’s indemnity, 
or retirement pay made to such person on behalf of the beneficiary before 
or after the date of enactment oe this paragraph by the Administrator of 
Veterans’ Affairs shall be paid to the personal representative of the 
deceased beneficiary. Such funds, and the proceeds of such property, 
shall revert and be returned by the personal representative to the Admin- 
istrator of Veterans’ Affairs, except that before making such return the 
personal representative shall satisfy the claims of creditors and the expenses 
incident to the administration of the estate of the deceased beneficiary from 
such funds and such proceeds if the other assets of the estate of the deceased 
beneficiary are insufficient for that purpose. The Administrator shall 
then pay such funds, and the proceeds of such property, to the survivor 
or survivors of the beneficiary first listed in paragraph (3) living at the 
time the payment is made. If there are no survivors in the classes listed 
in that paragraph, such funds, and the proceeds of such property, shall 
be deposited in the Treasury to the credit of the current appropriation or 
appropriations (as determined by the Administrator of Veterans’ Affairs) 
from which such funds, or the funds from which such property was 
derived, were appropriated, 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


{To accompany H. Res. 534] 


ACTION 


‘The Committee on Government Operations, to whom was referred 
the resolution (H. Res. 534), to me 5 es Reorganization Plan No. 1 
1956, report favorably thereon and recommend that the resolution 

0 pass. 
he Committee on Government Operations, therefore, recommend 
that the House disapprove the reorganization plan. 


PURPOSE OF REORGANIZATION PLAN NO. 1 


The purpose of Reorganization Plan No. 1 of 1956 submitted to the 
House of Representatives on May 16, 1956, is to establish three new 
offices of Assistant Secretary for Research and Development, one 
each for the Department of the Army, the Department of the Navy 


and the Department of the Air Force. The Assistant Secretaries 
would perform— 


(a) Such functions relating to the coordination of the re- 
search and development functions of the military depart- 
ment concerned, and (b) such other functions, whether or 
not relating to the coordination of those functions, as the 


eri tong ty of the military department concerned may pre- 
scribe. 
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GENERAL STATEMENT 


The committee wish to make clear that they do not pass on the 
merits of the new offices proposed to be created or on the desirability 
of coordinating research and development functions in the militar 
departments. The committee’s objections go to the method by whic 
the purpose of the plan is sought to be accomplished and to the 
validity of the reorganization plan. The committee’s disapproval 
of this plan was by unanimous vote. 

The adoption by the House of Representatives of House Resolution 
534 within the 60 calendar days after its submission to Congress, as 
specified in the Reorganization Act of 1949, will prevent the plan 
from going into effect. 


[H. Doc. 405, 84th Cong., 2d sess.] 


MessaGe From tHe PresipEeNT OF THE UNITED States TRANS- 
MITTING REORGANIZATION PLAN No. 1 oF 1956, PURSUANT TO THE 
REORGANIZATION Act oF 1949, as AMENDED 


To the Congress of the United States: 

I transmit herewith Reorganization Plan No. 1 of 1956, prepared 
in accordance with the Reorganization Act of 1949, as amended. 

The reorganization plan is designed to improve the management of 
research and development programs in the Department of Defense. 
To this end, it establishes an office Assistant Secretary for Research 
and Development in each of the three military departments. It thus 
places in effect an important recommendation of the Commission on 
Organization of the Executive Branch of the Government. 

There is no function of the Department of Defense in which co- 
ordination leading to effectiveness and efficiency is of greater impor- 
tance than in research and development. The National Security Act 
of 1947 established the Research and Development Board in the 
National Military Establishment. It was composed of representa- 
tives of the 3 military departments and a Chairman directly respon- 
sible to the Secretary of Defense, and it was intended to coordinate 
and eliminate undesirable duplication in the research and development 
programs of the 3 military departments. Time and experience proved 
that the Board was an organization unsuitable for the accomplish- 
ment of the required results. Reorganization Plan No. 6 of 1953 
abolished the Research and Development Board and transferred its 
functions to the Secretary of Defense; further implementation of 
Reorganization Plan No. 6 resulted in the establishment of the office 
of Assistant Secretary of Defense (Research and Development) in the 
Office of the Secretary of Defense. 

The functions assigned to the Assistant Secretary of Defense 
(Research and Development) include assisting the Secretary of 
Defense on research and development aspects of Department of 
Defense policies, programs, and plans, including capital and operating 
budgets. In carrying out those responsibilities, he must review the 
research and development programs of the military departments to 
see that they are well coordinated and that collectively they form a 
sound and integrated overall Department of Defense program which 
is geared closely to current strategy. 
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At present the Department of the Army has a Director of Research 
and Development, who reports directly to the Secretary of the Army. 
The Assistant Secretary of the Navy for Air has, among his duties, 
responsibility for research and development. An Assistant Secretary 
of the Air Force has been devoting full time to research and develop- 
ment matters. These arrangements, although constituting a recogni- 
tion of the importance of research and development, are not adequate 
in present circumstances. In the Department of the Air Force the 
existing arrangement, while suitable for research and development 
matters, has resulted in inadequate provision for the coordination of 
other vital Air Force activities at the assistant secretary level. I am 
persuaded that the situation requires an additional assistant secretary 
in each of the military departments. 

Accordingly, the accompanying reorganization plan establishes in 
each military department an office of Assistant Secretary for Research 
and Development. Each of these new officers will assist the Secre- 
tary in the improved coordination of the research and development 
functions of the military department concerned. It is my intention 
to appoint to these new offices individuals experienced in scientific 
fields and capable of assisting their Secretaries full time in reviewing 
the research and development programs of the military departments 
to see that they are well coordinated. Thus, the military departments 
will be uniformly equipped with technically skilled, full-time officials 
with the rank of Assistant Secretary charged with assisting the 
Secretaries of the military departments in the coordination of research 
and development functions. These officials, together with the Assist- 
ant Secretary of Defense (Research and Development), will collec- 
tively form an improved organizational arrangement for the coor- 
dination of sound and interrelated research and development programs 
throughout the Department of Defense. 

After investigation, I have found, and I hereby declare, that each 
reorganization included in the reorganization plan transmitted here- 
with is necessary to accomplish one or more of the purposes set forth 
in section 2 (a) of the Reorganization Act of 1949, as amended. 
I have found and hereby declare that it is necessary to include in the 
accompanying reorganization plan, by reason of reorganizations made 
thereby, provisions for the appointment and compensation of an 
Assistant Secretary for Research and Development in each of the 
military departments. The rates of compensation for those officers 
are those prevailing for comparable officers in the executive branch 
of the Government, 

While the taking effect of the reorganizations included in the plan 
will not bring about immediate savings, it is probable that it will 
bring about substantial long-run reductions of expenditures and also 
greater effectiveness of administration. An itemization of reductions 
in expenditures in advance of actual experience under the reorganiza- 
tion plan is not practicable. 

The reorganization plan is another step in our continuing efforts to 
provide the best defense organization possible. I urge the Congress 
to permit it to become effective. 


Dwiaeut D. E1senHowenr. 


Tue Wuire House, May 16, 1956. 
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REORGANIZATION Pian No. 1 oF 1956 


Prepared by the President and transmitted to the Senate and the House 
of Representatives in Congress assembled, May 16, 1956, pursuant to 
the provisions of the Reorganization Act of 1949, approved June 20, 
1949, as amended 


DEPARTMENT OF DEFENSE 


Section 1. New offices in the Departments of the Army, 
Navy, and Air Force.—The offices of Assistant Secretary of 
the Army for Research and Development, Assistant Secre- 
tary of the Navy for Research and Development, and Assist- 
ant Secretary of the Air Force for Research and Development 
are established in the Department of the Army, the Depart- 
ment of the Navy, and the Department of the Air Force, 
respectively. Each such Assistant Secretary shall be ap- 
pointed from civilian life by the President, by and with the 
advice and consent of the Senate, and shall perform— 

(a) Such functions relating to the coordination of the 
research and development functions of the military 
department concerned, and 

(b) Such other functions, whether or not relating to 
the coordination of those functions, 

as the Secretary of the military department concerned may 
prescribe. Each such Assistant Secretary shall receive com- 
pensation at the rate prescribed by law for Assistant Secre- 
taries of military departments. 

Suc. 2. Necessary iransfers.—The Secretary of each mili- 
tary department may transfer within his department such 
records, property, and personnel, and such unexpended bal- 
ances (available or to be made available for use in connection 
with any affected function) of appropriations, allocations, 
and other funds of the department, as he considers necessary 
to carry out this reorganization plan. 

Src. 3. Interim provisions.—For each office established by 
section 1 of this reorganization plan, the President may 
designate a civilian oles of the executive branch of the 
Government to perform the functions of that office until it 
is filled by appointment under that section. By performing 
those functions the officer shall not forfeit any office that he 
otherwise holds. 


REORGANIZATION Act oF 1949 





The Reorganization Act of 1949 permits the President to make 


certain reorganizations in the Government which go into effect 60 
calendar days after submission of a reorganization plan to Congress 
providing the plan is not disapproved by the affirmative vote of a 
majority of the authorized membership in either the House or the 


Senate. 


The pigposee of reorganization as set forth in the act are— 
1 


o promote better execution of the laws, the more effective 
management of the executive branch of the Government and of 
its agencies and functions, and expeditious management of the 


public business; 
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2. To reduce expenditures and promote economy to the fullest 
_ extent consistent with the efficient operation of the Government; 

3. To increase the efficiency of the operations of the Govern- 
ment to the fullest extent practicable; 

4. To group, coordinate, and consolidate agencies and functions 
of the Government, as nearly as may be, according to major 
purposes ; 

5. To reduce the number of agencies by consolidating those 
having similar functions under a single head, and to abolish such 
agencies or functions thereof as may not be necessary for the 
efficient conduct of the Government; and, 

6. To eliminate overlapping and duplication of effort. 


The act is specific in stating what the President must find before 
he submits any reorganization plan as set forth in section 3 of the act. 


oe 3. Whenever the President, after investigation, finds 
that— 

(1) the transfer of the whole or any part of any 
agency, or of the whole or any part of the functions 
thereof, to the jurisdiction and control of any other 
agency; or 

(2) the abolition of all or any part of the functions of 
any agency; or 

(3) the consolidation or coordination of the whole or 
any part of any agency, or of the whole or any part of 
the functions thersol, with the whole or any part of any 
other agency or the functions thereof; or 

(4) the consolidation or coordination of any part of 
any agency or the functions thereof with any other part 
of the same avery or the functions thereof; or 

(5) the authorization of any officer to delegate any of 
his functions; or 

(6) the abolition of the whole or any part of any 
agency which agency or part does not have, or upon the 
taking effect of the reorganization plan will not have, 
any functions, 

is necessary to accomplish one or more of the purposes of 
section 2 (a), he shall prepare a reorganization plan for the 
making of the reorganizations as to which he has made find- 
ings and which he includes in the plan, and transmit such 
plan (bearing an identifying number) to the Congress, 
together with a declaration that, with respect to each 
reorganization included in the plan, he has found that such 
reorganization is necessary to accomplish one or more of 
Pats tong of section 2 (a). The delivery to both Houses 
shall be on the same day and shall be made to each House 
while it is in session. The President, in his message trans- 
penne: reorganization plan, shail specify with respect to 
each abolition of a function included in the plan the statutory 
authority for the exercise of such function, and shall specify 
the reduction of expenditures (itemized so far as practicable) 
which it is probable will be brought about by the taking 
effect of the reorganizations included in the plan. 
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HEARINGS 


The Subcommittee on Executive and Legislative Reorganization of 
the House Committee on Government Operations conducted a hearing 
on House Resolution 534 and Reorganization Plan No. 1 of 1956 on 
June 25, 1956. Printed copies of the hearings are available. The 
subcommittee received testimony from Congressman Carl Vinson, 
Chairman of the Armed Services Committee of the House; A. R. Jones, 
Deputy Director of the Bureau of the Budget; Reuben B. Robertson, - 
Acting Secretary of Defense; and Dr. Mervin J. Kelly, Chairman of the 
Hoover Commission Task Force on Research and Development and 
President of the Bell Telephone Laboratories, Inc. 


SECTION-BY-SECTION ANALYSIS 


Section 1 of Reorganization Plan No. 1 of 1956 would establish the 
new offices of Assistant Secretary of the Army for Research and 
Development, Assistant Secretary of the Navy for Research and 
Development, and Assistant Secretary of the Air Force for Research 
and Development in the respective military departments of the 
Department of Defense. Each of the new Assistant Secretaries 
would be appointed from civilian life by the President and be confirmed 
by the Senate. 

The Assistant Secretaries would perform— 

(a) Such functions relating to the coordination of the research and development 
functions of the military department concerned, and (b) Such other functions. 
~hether or not relating to the coordination of those functions— 
as the Secretary of each of the military departments might prescribe. 
The plan does not specify what or how much coordination might take 
place or give any indication of what may be contemplated under 
“such other” functions. 

Section 2 of the plan would permit the Secretary of each military 
department to transfer within his department records, property. 
personnel, and such unexpended balances of appropriations, alloca- 
tions, and other funds of the Department as he might consider neces- 
sary to carry out the reorganization plan. 

ection 3 would allow the President to designate a civilian officer 
of the executive branch of the Government to perform the functions 
of the Office of Assistant Secretary proposed to be created by this 
plan until filled by appointment under section 1. The temporary 
officer would not forfeit any office he otherwise holds. 


JUSTIFICATION FOR THE REORGANIZATION PLAN 


In the President’s message transmitting Reorganization Plan No. 1 
of 1956 he sets forth that the plan is ones in aceordance with the 
Reorganization Act of 1949, as amended. 

The President states that the plan is designed to improve the 
management of research and development in the Department of 
Defense. He reviews the present organization for research and de- 
velopment within the Department of Defense and finds that it is 
inadequate in the present circumstances. Presently, there is an 
Assistant Secretary of Defense (Research and Development) in the 
Office of the Secretary of Defense. The Department of the Army 
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has a Director of Research and Development who reports directly to 
the Secretary of the Army. The Assistant Secretary of the Navy for 
Air is nsible for research and development in the Navy. An 
Assistant Secre of the Air Force is currently devoting full time to 
research and development in that Department. ' 

The President stated that he intends under the plan to appoint 
individuals experienced in scientific fields and thus— 


the military departments will be uniformly equipped with 
technically skilled, full-time officials with the rank of Assist- 
ant Secretary charged with assisting the Secretaries of the 
military departments in the coordination of research and 
development functions. These officials, together with the 
Assistant Secretary of Defense (Research and Development), 
will collectively form an improved organizational arrange- 
ment for the coordination of sound and interrelated research 


and development programs throughout the Department of 
Defense. 


No immediate savings would be brought. about as a result of the 
plan, the President reported, but— 


it is probable that it will bring about substantial long-run 


reductions of expenditures and also greater effectiveness of 
administration. 


HOOVER COMMISSION RECOMMENDATION 


One justification claimed for Reorganization Plan No. 1 of 1956 is 
that it carries out a recommendation of the Hoover Commission on 
Organization of the Executive Branch of the Government. 

A further justification for the plan is that the adduced recommenda- 
tion of the Hoover Commission should be put into effect promptly. 
It should be noted, however, that the Hoover Commission report was 
submitted on May 31, 1955, while the reorganization plan was not 
received by Congress until May 16, 1956. 


The relevant recommendation of the Hoover Commission Task 
Force Subcommittee reads: 


That an Office of Assistant Secretary of Research and De- 
velopment be established in each of the three military depart- 
ments. This Office be restricted in its functions to the 


research and development organization and operations of 
the Department. 


It is significant to note that when the task force subcommittee 
reported to the Hoover Commission it stated that since its studies 
were made the Air Force had appointed an Assistant Secretary for 
Research and Development and that the Navy had taken a partial 
step in that direction. More significant is the finding of the Hlouver 


Commission itself that ‘all but 2 of the 15 recommendations of the 
task force subcommittee can be effected by administrative action in 
the Department of Defense.” 

The Hoover Commission, therefore, made only one recommendation 
pertaining to Reorganization Plan No. 1 of 1956 and that was that 
future appointments to research and development be made from men 
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of professional training.’ It made no recommendation whatever that 
could be invoked as an occasion for Reorganization Plan No. 1 of 1956. 
The task force stated that most of the objectives sought under Plan 
No. 1 of 1956 had already been attained, and the Hoover Commission 
included these objectives within its categorical statement that they 
could be “effected by administrative action in the Department of 
Defense.” 
DEFICIENCIES OF THE PLAN 


1. This is not a valid reorganization plan under the Reorganization Act 
of 1949 

This is a reorganization plan in which nothing appears to be re- 
organized. ‘The plan only creates three new statutory positions of 
Assistant Secretary. It transfers no functions, nor any agency nor 
parts of any agency. It does not abolish any agency or functions nor 
consolidate any functions or agencies or parts of agencies. Admittedly 
the plan would give the Secretary of each department the authority to 
prescribe, at some time not specified in the plan, the functions relating 
to coordination and “such other’ functions that the new Assistant 
Secretaries would exercise. But none of these functions are set forth 
in the plan. The Congress is asked to give a virtual blank check to 
the Secretaries. The committee believes that the plan is patently 
deficient in that there is no clear statement as to what and how many 
functions are to be transferred. 

In a memorandum to the Bureau of the Budget, prepared at the 
request of this committee, the Department of Justice states: 


The effect of the reorganization brought about by the coor- 
dination is to require as a matter of law that the Secretary 
in each military department sees to it that “all or any” or 
“any part of” the research and development functions of 
his department are coordinated by a named Assistant 
Secretary.” (See appendix.) 


We do not see how this could be required as a matter of law when 
the plan states only— 


such functions * * * as the Secretary of the military 
department concerned may prescribe. 


The Reorganization Act of 1949, section 3, requires the President 
in his message transmitting a plan to— 


specify the reduction of expenditures (itemized as far as 

racticable) which it is probable will be brought about 
y the taking effect of the reorganizations included in the 
plan. 


in his message on Reorganization Plan No. 1 of 1956 the President 
said: 
While the taking effect of the reorganizations included in 
the plan will not bring about immediate savings, it is probable 
that it will bring about substantial long-run reductions of 
__ expenditures and also greater effectiveness of administration. 
| Commission Recommendation No. That the Presidential appointments of Assistant Secretaries 


oO. 
in the three services, who are concerned with research and development, in the future be 
made from men of professional training outstanding in the research and development field. 
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An itemization of reductions in expenditures in advance of 


actual experience under the reorganization plan is not 
practicable. 


There is no attempt here “‘to specify the reduction of expenditures” as 
required by the act. The President’s statement is only an assertion 
that substantial long-run reductions will be brought about. The 
Department of Justice in its memorandum seeks to justify this lack 
De by declaring that the phrase “(itemized as far as pos- 
sible)”— 

thus recognizes the reality of circumstances such as are exem- 

plified by plan No. 1 of 1956, where in an expanding program 

an estimation of reductions in expenditures in terms of 

dollars and cents is not practicable. 


The Department of Justice states further that the Congress has not 
objected to declarations of similar nature in connection with numerous 
other reorganization plans which have become effective. The Depart- 
ment considers the declaration with respect to reduction of expendi- 
tures adequate “‘in the light of the flexibility of the statutory require- 
ments and the precedents.” We do not agree. The act gives flexi- 
bility only in “itemization” but the term ‘“‘specify’’ seems to us to 
require some dollar and cent estimate, or at least more than a mere 
assertion, that it is probable that it will bring about substantial long- 
run reductions in expenditures and greater effectiveness of adminis- 
tration. We do not agree that the failure of Congress to disapprove 
other reorganization plans accompanied by similar assertions is a 
justification for a lack of definiteness here. Nor does the failure of 
Congress to disapprove other reorganization plans which were defec- 
tive in that the President did not, as required by law, “specify the 
reduction of expenditures” estop the Congress from disapproving this 
plan for that very defect. 


2. The purpose of the plan may be accomplished by the regular legis- 
lative process 

The chairman of the Armed Services Committee of the House 
reported to this committee that the Department of Defense under the 
present administration had submitted a bill in the 83d Congress 
proposing the creation of 2 additional Secretaries for each of the armed 
services—a total of 6 new Assistant Secretaries. The legislation 
specified no particular duties for these offices. During the hearings 
before the Armed Services Committee of the House the suggestion was 
made by Congressman John McCormack that one of these new 
Assistant Secretaries be designated to handle research and develop- 
ment. The Secretary of Defense and the Secretaries of the three 
services with the exception of the Air Force resisted the s tions 
and desired complete flexibility in assignments. The bill ame 
Public Law 562 in the 83d Congress without ee any designation 
as to research and development functions and as a result only the 


Air Force created an Assistant Secretary for Research and Develop- 
ment, 

In spite of the Department of Defense’s submission of such a bill in 
the 83d Congress, the President, on behalf of the Department, now 
wishes to create even more additional offices by a reorganization plan. 
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If it was appropriate to create six Assistant Secretaries by legislation 
in the 83d Congress, it would be equally so today, It is never appro- 
priate merely to create new offices by the device of a reorganization 


n. 
Legislation to accomplish the purposes of Reorganization Plan 
No. i of 1956 has been intcoduee b Congressman McCormack 
(H. R. 11575) and was reported favorably by the House Committee 
on Armed Services on June 27, 1956, and eg the House on July 2, 
1956. The text of H. R. 11575, as amended, follows: 


(H. R. 11575, 84th Cong. 2d sess.) 


A BILL To provide for an Assistant Secretary for Research and 
Development for each of the three military departments within 
the Department of Defense 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
first sentence of subsection (a) of section 102 of the Army 
Organization Act of 1950, as amended (5 U, S. C. 181-5), is 
amended by striking out “four” and inserting in lieu thereof 
“five’’; and by inserting at the end of such subsection the 
following sentences: “One of the Assistant Secretaries 
authorized herein shall be designated the Assistant Secretary 
of the Army for Research and Development. The Assistant 
Secretary of the Army for Research and Development shall 
perform such functions relating to the coordination of the 
research and development functions of the Department of 
the Army, and such other functions of such department, 
whether or not relating to the coordination of such research 
and development functions, as the Secretary of the Army 
was prescribe.” 

Ec. 2. There shall be an additional Secretary of the 
Navy, to be designated the Assistant Secretary of the Navy 
for Research and Development, who shall be appointed from 
civilian life by the President, by and with the advice and 
consent of the Senate, and who shall receive compensation 
at the rate prescribed Py law for Assistant Secretaries of 
military departments. The Assistant Secretary of the Navy 
for Research and Development shall perform such functions 
relating to the coordination of the research and development 
functions of the Department of the Navy, and such other 
functions of such meperianenn, whether or not relating to the 
coordination of such research and development functions, 
as the Secretary of the Navy may prescribe. 

Sec. 3. The first sentence of subsection (a) of section 
102 of the Air Force Organization Act of 1951, as amended 
(5 U. S. C. 626-1), is amended by striking out “four” and 
inserting in lieu thereof “five’’; and by inserting at the end 
of such subsection the following sentences: “One of the 
Assistant Secretaries authorized herein shall be designated. 
the Assistant Secretary of the Air Force for Research and 
Development. The Assistant Secretary of the Air Force for 
Research and Development shall perform such functions re- 
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lating to the coordination of the research and development 
functions of the Department of the Air Force, and such other 
functions of such department, whether or not relating to the 
coordination of such research and development functions, as 
the Secretary of the Air Force may prescribe.” 

Suc. 4. For each office establis by the foregoing pro- 
visions of this Act, the President may designate a civilian 
officer of the executive branch of the Government to perform 
the functions of that office until it is filled by appointment as 
provided by such provisions. By performing such functions 


any officer so designated shall not forfeit any office that he 
otherwise holds, 


- During the bearings Chairman Vinson of the Armed Services Com- 
mittee made this pertinent observation: 


Now, let me make this clear: The soundness of reorganiza- 
tion, no doubt, lies in the fact that when committees are 
dilatory in discharging their legislative responsibility ‘he 
departments want another avenue of approach through a 
reorganization plan, But when a committee is willing and 
anxious to meet its in rae ah it should at least be given 


an oppereunety, to pass the bills before a reorganization plan 
is submitted. 


It was also brought out at the hearings that no great emergency 
exists that would require more than the normal legislative: process in 
this instance. 

It was suggested at the hearings that this reorganization plan 
seemed to be a method of bypassing a congressional committee which 
had jurisdiction over the subject matter of the plan. Chairman 
Dawson of the Committee on Government Operations made this 
statement on that point: 


I think the Congress ought to be very jealous of the rights 
of their legislative committees to look into the need for a 
thing like this and not allow the Executive to bypass Congress 
on the theory that it was recommended by the Hoover 
Commission. 

CONCLUSIONS 


The committee are strongly persuaded that the deficiencies of the 
plan are so great that it should be rejected by the Congress. 

This is not a reorganization plan. Under the terms of the Reorgan- 
ization Act of 1949, the President must declare to Congress that he 
has found the proposed reorganization necessary to accomplish one or 
more of the purposes of section 2 (a) of the act (quoted above). The 
President’s declaration of necessity is general and is not supported 
by any claim in precise terms that the purposes of reorganization 
within the meaning of the act really exist. 

The actual, but undisclosed, purpose of the plan may properly and 
logically be inferred from the following two sentences appearing in 
this sequence in the President’s message of transmittal, 


90015°—57 H. Rept., 84-2, vol. 4——-41 
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I am persuaded that the situation requires an additional 
assistant secretary in each of the itary de ents. 
Accordingly, the accompanying reorganization plan estab- 
lishes in each military department an office of Assistant 
Secretary for Research and Development. 


Section 8 of the act sets out what may be deemed a reorganization. 
It may be “any transfer, a consolidation, a coordination, an authoriza- 
tion or an abolition referred to in section 3” (quoted above). Now 
the plan does not purport to make any such transfer, consolidation, 
authorization, or abolition. The only p se left is “coordination.” 
The nature of such coordination is not spelled out or even indicated. 
As a matter of fact, as the appended | analysis will show, any 
coordination even remotely suggested in the plan may now be accom- 
plished under plenary powers to coordinate already vested by statute 
in the executive heads of the military departments. 

The section of the plan authorizing the new Assistant Secretaries to 
perform functions relating to the coordination of research and develop- 
ment is a pious, but unconvincing genuflexion in the direction of 
“coordination.” ‘The real purpose is not “coordination,” The real 
purpose is revealed when the plan immediately goes on to say the new 
assistant secretaries shall orm such other functions as the Secre- 
tary shall prescribe whether they have anything to do with coordina- 
tion or not. 

The real purpose of this plan is to create three new offices. It is 
not a reorganization plan at all. 

The creation of three new offices might properly be effected by the 
regular legislative processes. In view of the fact that the Department 
of Defense made a legislative request for three new Assistant Secre- 
taries in the 83d Congress raises serious questions as to the reasons 
behind the submission of a reorganization plan to accomplish almost 
identical objectives in the 84th Congress. Legislation has been 
introduced and is in process of enactment to create Assistant Secre- 
taries for Research and Development (H. R. 11575). This seems the 
appropriate way to accomplish the real p se of the plan. 

eorganization Plan No. 1 of 1956, therefore, should be dis- 
approved. 











LEGAL ANALYSIS OF REORGANIZATION 
PLAN NO. 1 OF 1956 


Pursuant to a request from the Committee on Government Opera- 
tions, at its hearings on Reorganization Plan No. 1 of 1956 held June 
25, 1956, the Budget Bureau obtained and submitted to the Committee 
a letter from the Department of Justice relative to two legal questions 
pertaining to Reorganization Plan No. 1 of 1956. The letter from 
the Department of Justice apparently is the so-called legal memoran- 
dum which was requested by the Committee and it will be referred to 
as such in this analysis.’ 

The basic legal 5 ap ty regarding Reorganization Plan No. 1 of 
1956 is, as phrased by the Department of Justice: 


1. Does Reorganization Plan No. 1 of 1956 in fact contain 
a reorganization authorized by the Reorganization Act of 
1949, as amended, or does the plan simply create three new 
offices in the Department of Defense? 


The so-called legal memorandum from the Department of Justice 
also deals with another question raised by the committee but this 
analysis is limited to a discussion of question No. 1 since it is the basic 
legal question involved. If Reorganization Plan No. 1 of 1956 does 
not effect a reorganization, then there is no authority for the plan 
under the Reorganization Act of 1949, nor for any of its provisions 
including the creation of an Assistant Secretary for Research and 
Development in each of the three military departments. 


Stipulations in the Reorganization Act for the creation of new positions 
The creation of new positions by reorganization plan is authorized 


in section 4 (2) of the Reorganization Act of 1949. That section 
reads, in pertinent part, as follows: 


Any reorganization plan transmitted by the President 
under section 3 * * * (2) may include provisions for the 
appointment and compensation of the head and one or 
more other officers of any agency (including an agency 
resulting from a consolidation or other type of reorganiza- 
tion) if the President finds, and in his message transmitting 
the plan declares, that by reason of a reorganizaton made 
by the plan such provisions are necessary * * *. 


It is obvious from the language of the act that the creation of a 

osition must be made necessary “by reason of a reorganization made 

b the plan.” No position can be created unless the reorganization 
plan effects a reorganization. 


Types of actions which constitute reorganizations 
Section 3 of the Reorganization Act of 1949 in effect defines the 
types of actions constituting reorganizations. ‘These are as follows: 


1 The letter of transmittal of June 26, 1956, from the Bureau of the Budget, together with the so-called 
nil enseereeeaeh toes Gas Dhastrtonene or Yertias end eopenied to this report. 
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(1) the transfer of the whole or any part of any agency, 
or of the whole or any part of the functions thereof, to the 
jurisdiction and control of any other agency; or 

(2) the abolition of all or any part of the functions of 
any agency; or 

(3) the consolidation or coordination of the whole or 
any part of any agency, or of the whole or any part of the 
functions thereof, with the whole or any part of any other 
agency or the functions thereof; or 

(4) the consolidation or coordination of any part of any 
agency or the functions thereof with any other part of the 
same agency or the functions thereof; or 

(5) the authorization of any officer to delegate any of his 
functions; or 

(6) the abolition of the whole or any part of any agency 
which agency or part does not have, or upon the taking effect 
of the reorganization plan will not have, any functions * * *. 


Both the President in his message submitting Reorganization Plan 
No. 1 of 1956 and the so-called legal sienna from the Depart- 
ment of Justice attempt to categorize the effect of Reorganization 
Plan No. 1 of 1956 as lymg somewhere within the field of coordination. 
In his message transmitting Reorganization Plan No. 1 of 1956 
(H. Doc. No. 405, 84th Cong., p. 1), the President states: 


Each of these new officers will assist the Secretary in the 
improved coordination of the research and development 
functions of the military department concerned. It is my 
intention to appoint to these new offices individuals * * * 
capable of assisting the Secretaries full time in reviewing the 
research and development programs of the military depart- 
ments to see that they are well coordinated. 


The Department of Justice likewise indicates that the effect of 
Reorganization Plan No. 1 of 1956 is in the field of coordination. It 
may be concluded that if Reorganization Plan No. 1 of 1956 comes 
within the purview of any types of reorganization action authorized 
by the Reorganization Act of 1949, it would come within sections 
3 (3) or 3 (4), or both, as suggested by the Department of Justice. 


Analysis of the provisions of section 1 of Reorganization Plan No. 1 of 
1956 

Does Reorganization Plan No. 1 of 1956 consolidate or coordinate 
any functions by its own terms? At the outset, it, can be concluded 
that section.1 of Reorganization Plan No. 1 of 1956 does not consoli- 
date any functions and no one has contended that it does. Therefore, 
the only remaining possibility is that the plan “coordinates” functions 
b rian specifically the authority to coordinate in a designated 
official. 

Section 1 of Reorganization Plan No. 1 of 1956 does not, however, 
vest any functions in any official, not even including the function of 
coordination. It is extremely significant that the President’s message, 
as quoted above, makes it quite clear that the new Assistant Secre- 
taries proposed would merely assist the Secretaries in coordinating 


research and development functions. Nowhere does the President, in 
his message, indicate any intention to best the functions of coordina- 
tion in the new Assistant Secretaries. As the President put it in his 
message: 
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Thus, the military departments will be uniformly eyeaned 
with technically skilled, full-time officials with the rank. of 
Assistant Secretary charged with assisting the Secretaries 
of the military departments in the coordination of research 
and development functions. 


The so-called | memorandum from the Department of Justice 
similarly is careful. to avoid any statement indicating that the plan 
vests any function of coordination, or any other functions, in any par- 
ticular official or that the plan authorizes any particular official to 
coordinate specified functions or agencies. It is especially to be noted 
that the Department of Justice’s position stops short of any such 
assertion. ‘The crucial findings by the Department of Justice are— 


Section 1 of Reorganization Plan No. 1 of 1956 comes 
within the provisions of the Reorganization Act of 1949, as 
amended, in that (1) it constitutes a coordination measure un- 
der sections 3 (3) and 3 (4) of the act, and (2) it contains 
provisions for the appointment by the President, with the 
advice of the Senate, of officers made necessary by the 
pri wera made by the plan and authorized by section 
4 of the act. 


Based on these findings that Reorganization Plan No. 1 of 1956 con- 
stitutes ‘‘a coordination measure,” the Department of Justice alleges 
that the effect of the plan is to require that the Secretary of each 
military department “sees to it” that all, or some part of, research 
and development functions are coordinated by a named Assistant 
Secretary. It is important to observe that the Department of 
Justice recognizes that Reo ization Plan No. 1 of 1956 vests no 
functions in any official. The Department states that the plan 
requires the Secretary of each military department to do something, 
but. the Department of Justice in its so-called legal memorandum 
never quotes any language from Reorganization Plan No. 1 of 1956 to 
substantiate its claim that there is any such requirement or otherwise. 
Reo ization Plan No. 1 of 1956 does not require the Secretary to 
do what is alleged by the Department of Justice. Reorganization 
Plan No. 1 of 1956 does name. new officials, as stated by the Depart- 
ment of Justice, but the plan itself merely authorizes the Secretary of 
ene. pullltacy department to prescribe the functions of the new 

cials. 

The words of Reorganization Plan No. 1 of 1956 speak for them- 
selves. The only mandatory feature in section 1 of the plan, which 
speaks of duties, is that each of the new Assistant Secretaries ‘shall 
perform such functions as the Secretary of the military department 
concerned may prescribe.”” In other words, the only requirement in 
the plan is that the new Assistant Secretaries must perform such 
functions as may be prescribed for them by the Secretary of the mili- 
tier deparaaniens concerned. And, of course, the plan itself does not 

e or delineate what functions may be prescribed but merely 
describes them as: 


(a) Such functions relating to the coordination of the 
research and development functions of the military depart- 
ment concerned, an 

(b) Such other functions, whether or not relating to the 

'- coordination of those functions. 
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Reorganization Plan No. 1 of 1956, therefore, does not itself coordi- 
nate any functions. It does not, as the Justice Department states, 
“fix responsibility” since it leaves entirely to the discretion of the 
Secretary in each military department what functions and how much 
of each will be placed in the newly created positions. It can hardly 
be said, therefore, that apart from the creation of the positions, whic 
are admittedly new in law and name, although not wholly in fact, 
there is a reorganization made by Reorganization Plan No. 1 of 1956. 

Reorganization Plan No. 1 of 1956, in effect, merely creates a named 
position in each military department to assist the Secretary. It states 
that the Secretary can prescribe ‘“‘such functions” as he sees fit to be 
performed by the new officials, both “relating to the coordination” 
and otherwise. Under the plan, the kind of functions to be author- 
ized, coordinating or otherwise, is left entirely to the discretion of the 
Secretary. The only mandatory provision of the plan is to require 
that the new Assistant Secretary in each department perform such 
functions as the Secretary of his department “shall prescribe.” The 
unlimited discretion as to assignment of functions constitutes no speci- 
fication or delineation of functions whatsoever. Thus, the plan makes 
no reorganization although it does create new positions. This is in 
direct violation of the requirements of the Reorganization Act which 
requires reorganization plans to make reorganizations (see section 3 
of the act which requires the President to prepare plans “for the 
making of the reorganization,’’ and section 4 which authorizes the 
creation of positions necessary “by reason of a reorganization made 
by the plan’’). 


Existing law contains sufficient authority to coordinate 


That Reorganization Plan No. 1 of 1956 is invalid under the Re- 
organization Act of 1949 becomes even more apparent when an 
examination of existing law is made. In this connection, it is im- 
portant to note that the so-called legal memorandum from the Depart- 
ment of Justice contains no reference to existing law defining the 
duties and authorities of the Secretary of Defense and the Secretaries 
of each of the three military departments. 

When an examination of existing laws is made, it becomes clear that 
Reorganization Plan No. 1 of 1956, apart from the fact that it does 
not reorganize anything, would be unnecessary and nugatory except 
for the creation of three new Assistant Secretaries. There is ample 
existing authority both to coordinate and to provide for coordination 
now vested in the Secretary of Defense and in the heads of each of the 
military departments. 

In enacting the National Security Act of 1947, as amended, the Con- 
gress stated its purpose with regard to the three military departments, 
in part, as being “to provide for the authoritative coordination and 
unified direction under civilian control of the Secretary of Defense, 
but not to omy them” (50 U.S. C. 401). The Secretary of Defense 
is authorized by statute to perform any function “vested in him 


through or with the aid of such officials or organizational entities of 
the Department of Defense as he may designate” (5 U. S. C. 171a 
(f)). Section 308 of the National Security Act of 1947, as amended, 
defines the term “Department of Defense” ‘to include the milit 

departments of the Army, the Navy, and the Air Force” (5 U.S. C. 
171n). Therefore, it is clear that by statute the Secretary of Defense 
can perform any function vested in him by law through any official 
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or organization in the Department of Defense, including each of the 
three military departments. This would include the Secretary’s 
responsibility for coordination, as specified in the Congressional 
declaration of purpose and, of course, the Secretary of Defense has 
statutory “direction, authority, and control’”’ over the administration 
re? the Sra of the Army, Navy, and Air Force (5 U. S. C. 
171la (c , 

rare 9 1 of Reo ization Plan No. 6 of 1953, all functions of 
the Research and Development Board were transferred to the Secre- 
— of Defense. Section 2 of the same plan abolished the Research 
an rs ge Board. Section 5 of the same plan specifically 
authorizes the Secretary to make provision for the performance of 
any function vested in him by any other officer, agency, or employee 
of the Department of Defense. This latter authority, of course, is 
in addition to the prior statutory authorities quoted above. 

The specific duties of the Research and Development Board trans- 


ferred to the Secretary of Defense by Reorganization Plan No. 6 of 
1953 were— 


(1) preparation of a complete and integrated program 
of research and development for military p * 

(2) advising with regard to trends in scientific research 
relating to national security and the measures necessary 
to assure continued and increasing progress; 

(3) coordination of research and development among 
the military departments, and allocation among them 
of responsibilities for specific pengraes: 

(4) formulation of policy for the Department of De- 
fense in connection with research and development 
matters involving agencies outside the Department of 
Defense; and 

(5) consideration of the interaction of research and 
development and strategy, and advising the Joint Chiefs 
of Staff in connection therewith (5 U.S. C. 171i (b)). 


It is obvious that the Secretary of Defense already has vested in 
him, by law, several authorities with regard to research and develop- 
ment, including the function of coordination and the assignment of 
responsibilities for specific pro , as well as the authority to utilize 
any officer or agency in the Department of Defense, including the 
three military departments, to perform any or all of these functions. 

In addition, however, to the specific authorities vested in the Secre- 
tary of Defense, and the broad means given to him organizationally 
to carry out those responsibilities, there are authorities vested by law 
in the heads of each of the military departments. The Secretary of 
the Army has full authority to conduct all the affairs of the Arm 
including research and development. His statutory authority includ- 
ing the authority to assign functions to the Under Secretary and 
Assistant Secretaries is set out as follows: 


(a) Except as otherwise prescribed by law, the Secretary 
of the Army shall be responsible for and shall have the 
authority nec to conduct all affairs of the Army 
Establishment, including but not limited to those necessary 
or appropriate for the training, operations, administration, 
logistical support and maintenance, welfare, preparedness, 


aprroes 
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The Secretary of the Air Force has a similar broad authority, in- 
cluding the right to assign functions to the other Secretaries in his 
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‘and effectiveness of the Army, including research and de- 


yolayment, and such other activities as may be prescribed 
by the President or the Secretary of Defense as authorized 
by law. There are authorized to be appropriated such sums 
as may be necessary to conduct the affairs of the Army 
Establishment. 

(b) The Secretary of the Army may assign to the Under 
Seeretary of the Army and to the Assistant Secretaries of the 
Army such of his duties under sections 181-3 to 181-5 of 
this title and sections la-lg, 19, 2la-2lh, 61—1, 81-1, 231a, 
and 316-1 of Title 10 as he may consider proper. Officers 
of the Army shall report regarding any matters to the 
Secretary, Under Seeretary, or either Assistant Secretary of 
the Army, as the Secretary of the Army may prescribe 
(5 U. S. C. 181-4 a and b). 


Department. His authority is set out as follows: 


In the Nayy Department, the 


(a) The Secretary of the Air Force shall be responsible for 
and shall have the authority necessary to conduct all affairs 
of the Air Force Establishment, including, but not limited 
to, those necessary or appropriate for the training, opera- 
tions, administration, logistical support and maintenance, 
welfare, preparedness, and effectiveness of the Air Force, 
including research and development, and such other activities 
as may be prescribed by the President or the Secretary of 
Defense as authorized by law. There are authorized to be 
appropriated such sums as may be necessary to conduct the 
atiairs of the Air Force Establishment. 


ASSIGNMENT OF FUNCTIONS; REPORTS BY AIR FORCE OFFICERS 


(b) The Secretary of the Air Force may assign to the 
Under Secretary of the Air Force and to the Assistant Secre- 
taries of the Air Force such of his functions, powers, and 
duties as he may consider proper. Officers of the Air Force 
shall report regarding any matters to the Secretary, Under 
Secretary, or an Assistant Secretary of the Air Force, as the 


Secretary of the Air Force may prescribe (5 U. S. C. 626-2 
a and b). 


ting to the office of Naval Research as follows: 


There is created and established in the Office of the Secre- 
tary of the Navy an Office of Naval Research, which shall be 
charged with such duties relating to (1) the encouragement 
promotion, planning, initiation, and coordination, of nav 
research; (2) the conduct of naval research in augmentation 
of and in conjunction with the research and development con- 
ducted by the respective bureaus and other agencies and 
offices of the Navy Department; and (3) the supervision, ad- 
ministration, and control.of activities within or on behalf of 
the Department of the Navy relating to patents, inventions, 








rtinent authorities in the area of 
coordination of research are contained first in certain provisions rela- 
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trademarks, copyrights, royalty payments, and matters con- 
nected therewith; as may be prescribed by the Secretary of 
the Navy. All of the duties of this Office shall be performed 
under the authority of the Secretary of the Navy and its 
orders shall be considered as emanating from him and shall 
have full force and effect as such (5 U.S. C. 475). 

The Secretary of the Navy is authorized to transfer to the 
Office of Naval Research, as in his judgment may be necessary 
and appropriate, such research and development functions 
as are now assigned to the various bureaus and other agencies 
and offices of the Navy Department, together with any or all 
personnel, buildings, facilities, and other property used in the 
administration thereof, including without limitation the 
Special Devices Division and the Naval Research Labora- 
tory (5 U.S. C. 475f). 


The Secretary of the Navy also has authority to assign functions 
to the various Assistant Secretaries, including his functions with 
regard to coordination of naval research. (See 5 U.S, C. 421, 421a, 
and 421a~—1.) 

It is submitted that section 1 of Reorganization Plan No. 1 of 1956, 
in the light of the pertinent statutes and law cited above, cannot and 
does not effect any reorganization. Nor does it satisfy any existing 
need and a Presidential finding of necessity is an indispensable condi- 
tion precedent to the submission of any reorganization plan. If any- 
thing, it merely paraphrases the usual legislation enacted by the Con- 
gress in creating sa positions indicating all the more that the only 
effect of Reorganization Plan No. 1 of 1956 is to create three new 
positions.’ 

No authority exists under the Reorganization Act to empower anyone to 
reorganize 

The language of section 1 of Reorganization Plan No. 1 of 1956 and 
testimony before the committee suggests that perhaps one possible 
objective of Reorganization Plan No. 1 of 1956 is to authorize each 
Secretary of a military department to reorganize within his depart- 
ment by subsequent action. Conceivably this could be the intent of 
the plan. If it is, however, there is no authority anywhere in the 
Reorganization Act of 1949 for the President merely to authorize 
another official to reorganize functions. 

If any functions, including research and development functions, in 
any of the military departments are not now vested by law in the 
Secretary, they may be transferred to the Secretary by reorganization 

lan under section 3 (1) of the Reorganization Act. But the plan 

oes not do this. There is no indication of any need for such action 
by any of the proponents of the plan. Nor does an examination of 
existing law indicate that, even if the plan could give the authority to 
the Secretaries to reorganize, any cha in existing law would be 
brought about by the present liewiliije. at the plan. 


If functions are not now vested in a Secretary, nor vested in him 
by the plan, the plan may not under the Reorganization Act authorize 
the Secretary to reorganize any functions not vested in him by law. 
Apart from statute such a reorganization can only be made by plan 
transmitted by the President under the Reorganization Act. Any 


4 See, for example, 5 U. 8. C, 421 cited above: “The Assistant Secre of the Navy shall perform such 
be prescribed by ioune 


duties as may the Secretary of the Navy or required 
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attempt to empower another officer such as the Secretary of a Depart- 
ment to make a subsequent reorganization is null and void. 


There is no precedent in past reorganization plans for the proposal made 
in Reorganization Plan No. 1 of 1956 

While precedent alone is not determinative it is important to note 
that the Department of Justice apparently is unable to cite any prece- 
dent in its so-called legal memorandum which purports to support the 
legality of Reo ization Plan No. 1 of 1956 in regard to the creation 
of three new oiices in the Department of Defense. The omission of 
reference to such precedent is made all the more significant by the 
fact that the Department of Justice does cite precedent in prior reor- 
ganization plans with regard to the manner of stating reductions in 
oxpere. to be accomplished by reorganization plans. 

he reason for the omission of precedent in regard to the creation 
of three new positions of Assistant Secretary without accompanying 
reorganization by Reorganization Plan No. 1 of 1956 is that there is 
no such precedent. In fact, a study of all the reorganization plans 
under the Reorganization Acts of 1939, 1945, and 1949 shows quite 
clearly that no reorganization plan has become effective which has 
the sole effect of creating new offices. 

There are listed below pertinent references to all the reorganization 
plans which have become effective since 1939 in which the creation of 
new offices or positions has been a feature. The list shows that in 
each case a transfer, consolidation, or abolition of functions was a 
part of the same plan which created the new office or position, or a 
grouping or coordination of completely independent agencies has 
been involved in the creation of a new office or position. In the latter 
case the function of coordination has been vested specifically by the 
plan in a designated official. 





Sections in the same plan which 





Name or number of New agencies, offices, or positions abolish, consolidate, transfer func- 
reorganization plan created tions of offices or agencies or regroup 
independent agencies 
First Plan on Government 
ag ation (Apr. 25, 
Etisalat Sea iS 4 Sec. 4 creates National Resources | See. 4 transfers functions of National 
Planning Board. Resources Committee and funo- 


tions of Federal Employment 
Stabilization Office in the Depart- 
ment of ree to the Execu- 
tive Office of the President and 
consolidates them. 

Sec. 5 abolishes National Resources 
Committee. 

Sec. 6 abolishes Federal Employ- 
ment Stabilization Office. 

Phe Woisisedisiednks ces Gon, 208 6) conten hee Senaty Sec. 201 (a) transfers and consolidates 


Agency and the position of F & number of functions and cies 
eral Security Administrator. from various Federal dapattnenits 
See. 201 (b) creates the position of 
Assistant Federal Security Ad- 


ministrator, 
DU ubdibienccdsstnbeh Sec. 301 (a) creates the Federal | Sec. 301 (a) transfers a number of 
Works A and the ition functions from other departments 
Pe ie Works A trator. and consolidates them. 





“ creates position of 
Assistant Federal Works Admin- 
istrator. 
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Sections in the same plan which 
Name or number of New agencies, offices, or positions abolish, consolidate, transfer func- 
reorganization created tions of offices or agencies or regroup 
independent agencies 
First Plan—Continued 
Sete DO). . Scsceusticees Sec. 303 (a) creates the Public ee SE Op ocmneienten Femetied te 
Build Administration and the Public Buildings Administra- 
the of Commissioner of tion. 
Public Buildings. 
WE Dicccactivannindnasee > = oe vine gee new 9 . 301 (a) prAdminl stration. o 
- pas ee HES ministration 
ministration of Public Works Public orks Federal 
as the Public Works Works Agency. 
Administration with a Commis- 
sioner of Public Works as its 
Reem Paieiniycvit..id = 306 Fy dyn for a Commis- | Sec. 301 (a) consolidates the Works 
to be head of “the Works Progress Administration (except 
Proieet Administration. the National Youth Administra- 
tion and its a into the 
Federal Works A 
Item G 


Third Plan on Government 
: ization (Apr. 2, 
Item A 


| iat eaters ree 
gen 
Federal Loan Administrator. 


Sec. 402 (b) creates the position 
of Assistant Federal Loan Ad- 
ministrator. 





Fourth Plan on Government 
Reorganization (Apr. 11, 


1940): 
Item A 


missioner of Accounts; creates 

Bureau of the Public Debt and 
the — of Commissioner of 
the Publie Debt. 

See. a Fish and hat ty be 


cultare. 
eee phaactindchee See. 7 creates the position of Admin- 


ae Civil sere geen A hd 
renaming a previously ex 
Position. 





Reorganization Plan No, 2 
of 1946. 


Sec. 7 renames Civil Aeronantics 
Authority the Civil Aeronautics 








gency. 
See. 402 dB dee Te for the super 
ination by "he 
Federal Loan Administrator of 
the functions of ten hitherto inde- 
pendent agencies, 


See. 1 (a) consolidates various ex- 
isting offices in the Treasury De- 
partment and their junetiens into 
the Fiscal Service; transfers certain 
functions to the Bureau of Ac- 
— consolidates certain offices 

functions into the Bureau o/ 
+ Public Debt. 
See. 3 lidates 


3 conso! - 
isle} agenay io the Depertinent of 

ment o' 
the Interior. 


See. 5 consolidates 2 previous agencies 
and their functions. 


See. 7 transfers functions from the 
Civil Aeronautics Authority to the 
Administrator. 


7 (a) transfers the Civil Aero- 

nautics Ameety and its func- 

tions, Office of Administrator 

id its fumetion and the functions 

of the Air Safety Board to the 
t of Commerce. 

12 transfers most functions of 


\ functions of the 
pi S. Employees pa nan 
Commission to the Federal Secu- 


rity A 
See. 4 transiers functions of Socta! 


Board and its Chairman 
to yy ederal Security Adminis- 
trator. 


Sec. 6 transfers functions of the Office 


of Education and its Commissioner 
to the Federal Security Adminis- 


trator. 
Sec. 7 transfers functions of the Assist- 


ant Commissioner of Education to 
the Office of Education, and abol- 
Se 
sioner for Education, 
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Name or number of 
reorganization plan 


New agencies, offices, or tions 
created om 





Reorganization Plan No. 3 
of 1046. 


Reorganization Plan No. 
of 1947, 


Reorganization Plan No. 3 
of 1947. 


Reorganization Plan No. 3 
of 1949. 


Reorganization Plan No. 5 
of 1949. 


Reorganization Plan No, 2 
of 1950. 


Reorganization Plan No. 3 
of 1950. 

Reorganization Plan No, 5 
of 1950. 


Reorganization Plan No. 6 
of 1950, 





Sec. 501 renames Surplus Property 
Administration an its Adminis- 
trator as War Administra- 
ga the War Assets Adminis- 


Postmaster 
Office 


. 1 creates the title of ‘Chairman, 
United States Civil Service Com- 
mission.” 

Sec. 3 creates the position of Exeeu- 
tive Director in the Civil Service 
Commission. 


Sec. 3 changes title of ‘the Assistant 
to the Attorney General” to 
“Deputy Attorney General.” 

Sec. 4 creates 1 additional Assist- 
ant to the Attorney General and 
abolishes the of the Assistant 


See. 5 creates the tion of an 
Administrative t At 


torney General. 

Sec. 3 wastes 1 additional Assistant 
Secretary of the Interior. 

Sec. 4 creates the position of Admin- 
istrative Assistant Secretary of 
the Interior. 

Sec. 3 creates position of Administra- 
tive Assistant Secretary of Com- 
merce. 


See. 3 creates position of Administra- 
tive Assistant Secretary of Labor. 





Fig 
é 
ag 
Lo 
: 
zg 
83 


by statute. 


Sec. 1 consolidates a number of inde- 
ent agencies and their fune- 
into the Housing and Home 
Finance Agency. 
Sec. 2 transfers functions to the Home 
Loan Board 


we and Home — Adminis- 


Sec. 9 abolishes several poset in- 
volved in the reorganization 


See. 1 transfers the functions of all 
the Post Offiee Department t0 the 
ce men 
Pos er General 


tmaster 
Sec. 5 abolishes offices and positions 
in the Post Office Department. 


See. 2 transfers functions from che 
President of the Commission 
Executive Director and hier 


the Secretary Smee and the 
Commission itself to the Chairman 


of the Commission. 

Sec. 4 abolishes the positions ot 
Executive Director cone Chief 
Examiner, Secretary of the Com- 
mission, and the title “President tof 
the United States Civil Service 
Comnmissi 

Sec. 1 unaies all functions, with 
certain exceptions, from subordi- 
nate officers and agencies of the 
Department of Justice te the 

Attorney General. 


See. 1 transfers, with gh oe excep- 
tions, all functions of off cers and 
agencies in the Department of 
Interior to the Secretary of Interior. 


Sec. 1 transfers, with certain excep- 
tions, all functions of officers and 


ogeusies in the Department of 

ommerce to the Secrctary of 
Commerce, 

Sec. 1 transfers, with certain excep- 
tions, the functions of all officers 
and agencies in the Department of 
Labor to the Secretary of Labor. 
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Name or number of 
reorganization plan 


New agencies, offices, or positions 
created 


Sections in the same plan one 
abolish, chaneter fan 


tions of offices or ageticles or regroup 
independent agen 





R ization Plan No, 21 
of 1080, 
Item A. 


7 ae Plan No, 25 


R anization Plan No, 26 
of 1950. 


Reorganization Plan No. 1 
of 1952. 


Reorganization Plan No. 5 
of 1952. 


Reorganization Plan No. 1 
of 1953. 


Reorganization Plan No. 2 
of 1953. 


Reorganization Plan No. 3 
of 1953, 


Sec. 101 creates the Federal Mari- 
time Board. 


Sec. 201 creates the Maritime Ad- 
ministration in the Department 
of Commerce. 


Sec. 202 creates the position of Mari- 
time Administrator in the Depart- 
™ Commerce. 


creates the position of 
uty Maritime Administrator. 
1 creates the position of Under 
tary of Commerce for Trans- 
9g Spee tion, 
Sec. 2 creates tion of Vice Chair- 
man of the National Security Re- 
sources Board. 


Sec. 3 creates position of Adminis- 
trative Assistant Secretary of the 
Department of the Treasury. 


Sec. 2 creates 3 offices of Assistant 
Commissioner of Internal Reve- 
nue and other positions 
with to the Bureat of In- 
ternal . A = creates in the 
Departmen asury & new 
- of Assistant General Coun- 


sco “4 creates new agencies and 
owe in the government of the 
istriet of Columbia, 


Sec. 1 creates Department ~~ ~—>. 
te i Loe Welfare and 
position of 


Sec. 2 creates positions of Under 
Secretary and 2 Assistant Secre- 
taries for the Department, 

Sec. 3 creates position of 8 ] 
Assistant to the Secretary (Health 
and Medical Affairs). 

Sec, 4 creates of Commis- 


President; 
creates the positions of Director 
and Deputy Director of the Office 
of Defense Mobilization. 





Maritime Commission the 
Chairman of the Federal Maritime 
Board, 

Sec. 104 transfers certain regulatory 
functions ome the U. 8. Maritime 
Commission to the Federal Mari- 


Board. 

Sec. 105 transfers subsidy award and 
other specified functions from the 
U, 8. Maritime Commission to the 
Federal Maritime Board, 

Sec. 204 transfers to the Secre' of 
Commerce all functions of the Mar- 
itime Commission not transferred 
by pt. | of the plan. 

See. 305 abolishes the U. S. Mari- 
time Commission, 


See. 1 transfers functions of the Na- 
cage Security Resources Board to 
the Chairman of the National Se- 
curity Resources 

See. 1 transfers, with certain excep- 
tions, all functions of officers and 
agencies of the Department of the 
‘Treasury to the Secretary of Treas- 


See t ‘abolishes a number of specified 
existing offices in the Bureau of In- 
ternal Revenue. 


venue. 

Sec. 4 transfers to the Secretary of 
Treasury the functions, if any, 
vested by statute in the officer or 
employee of the Bureau of Internal 


venue. 

Sec. 1 transfers to the Board of Com- 
missioners of the government of the 
— of Columbia all functions 

of certain listed offices and agencies. 

Sec. ee ee offices and 
agencies including the offices of the 
wy ~ such agencies. 
5 transfers to the ~ 5 
Health, Education, and 
all functions of the Federal Seeu- 
Administra 


Sec. 1 transfers to the Secretary af 


— all oye » other oie 
Agriculture. 

Ser. 2 transfers to the Director of the 
Office of Mobilization 
certain from the ——_ 
man of the National Secur 
sources certain ueus 


from the Secretaries of the Army 
Navy, Air Force and ym wh and 


certain other specified 

Sec. 5 abolishes certain specified 

functions. 

See. 5 cbaltpee Nitpael Boomk? 
offices 





i 
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Sections in the same plan es 
ama se mamper of New agencies, offices, or positions , consolidate, transfer fun: 
tion plan created Siens of totlons or apenelen or RegrouD 
independent agencies 
Reorganization Plan No. 4 | Sec. 2 creates additional position of 1 the functions of the 
of 1953. Assistant Attorney General in the Acting Attorney General from the 
Department of Justice. = General to the Deputy 


Reorganization Plan No. 5 
of 1953. 


Sec. 1 creates office of Managing 
Director of salen aaa Bank 
Seo. ore positio { Deput 
crea’ no puty 
Director. 
Sec. 3 creates position of Assistant 
Director. 


See. 2 abolishes Office of Assistant 
Attorney General in charge of 


ens matters. 

Sec. 4 transfers Seneviens of the 
Board of ge ps of the —— 
Import Bank of Washington to 
the Managing Director 

gt stehe Export impor Dank { 
tors 0 - ° 
Washington other 


offices and 





Reorganization Plan No. 6 | See. 3 creates 6 additional itions transfers certain specified func- 
of 1953. of Assistant Secretary = fense. tions to the Secretary of Defense. 
Sec. 4 creates position of General | See. 2 abolishes certain specified 
connor in the Department of De- offices. 
Reorganization Plan No. 7 | Sec. 1 creates a new agency, the For- | Sec. 2 transfers certain specified func- 
of 1953. eign Operations Administration; tions to gt Director of Foreign 
also creates position of Director of Semnations Administration. 
Fo 0 ns A Sec. 3 mgry: Bm Institute of Inter- 
tion, and — of Deputy 5 mgr to the Foreign 
Director of Foreign O My gee py 
Administration as well as certain | Sec. 6 transfers certain functions to 
other positions. the President. 
Sec. 8 abolishes a number of listed 
Reorganization Plan No. 8 | Sec. 1 creates new agency known as | Sec. 2 transfers certain functions of 
of 1953. United States nformation the Secretary of State as well as 
Agency, it also creates the posi- certain o functions to the Di- 
irector of the Agency, and rector of the United States Infor- 
Deputy Director of the Agency as mation Agency. 
well as certain other offices. 


Sec. 1 creates the Foreign Claims 
Settlement Commission of the 
United States. 


Sec. 2 transfers functions of the War 
Claims Commission and of the 


International Commission 
of ods United States to the Foreign 
Clai ttlement Commission 


Reorganization Plan No. 1 of 
1954, 


tain functions 

the ——— 1% State ne 

ie 

Foreign Claims Settlement Com- 
ee ys 

4 abolishes War Claims Com- 

ye SS certain functions of the 











Congressional intent in authorizing creation of new positions by reorgani- 
zation plan 

The legislative history of reorganization acts since 1939 manifests 

a clear congressional intent that new positions be created only as an 

incident of reorganization. There is no evidence that Congress had 

any intent to authorize, by means of reorganization acts, the creation 
of = “eh eile apart from actual reorganizations. 

anization Act of 1939 (Public Law 19, 76th Cong.) au- 

aoenaes the President’ in a reorganization plan to— 


designate, in such cases as he deems necessary, the name of 


any agency affected by a reorganization and the title of its 
head (sec. 4 (d) (1).) 


This provision of the 1939 Act apparently was not considered clear 
enough authority to create new positions such as heads of agencies 
even though they clearly were the results of consolidations or other 
obvious reorganizations. This point was emphasized by the then 


Budget Director, Harold D. Smith, in testifying before the Senate 
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Committee on the Judiciary on September 6, 1945, when that com- 
mittee was considering legislation which subsequently became the 
Reorganization Act of 1945.3 
Budget Director Smith testified in favor of certain provisions in the 
then pending legislation as clarifying previous provisions in the 1939 
= yp cenit he bill ifi the makin: 
or example, the bill permits, in specific terms, the maki 
of provision for the head of an agency (which is sinabite 
when an agency is formed by consolidation under a plan, 
etc.) * * *. I believe difficulties with respect to points of 
this general character were obviated under the Reorganiza- 
tion Act of 1939 when Congress affirmatively made effective 
each reorganization plan submitted. The provisions of the 


bill would make such supplementary action by Congress un- 
necessary * * *.* 


In — before the House Committee on Expenditures just 2 
days prior to his Senate testimony, Budget Director Smith objected 
to the House version of pending legislation because it did not spe- 
cifically include the authority to establish the position of an agency 
head. He urged that the legislation— 


be perfected so as to eliminate any need for compensatory 
patchwork by the Congress on the individual reorganization 
plan which may be submitted.® 


It should be noted that the House legislation, to which Budget 
Director Smith objected at that point contained the same provision 
as did the 1939 act. 

Later on in testimony on the same legislation before the House 
committee, the General Accounting Office urged the inclusion in the 
final legislation of the authority to coordinate, as well as the authority 
to consolidate, pointing out that in its opinion the Federal Loan 
Agency was a coordination of agencies, whereas the Federal Security 
Agency was a consolidation of agencies. Congressman Whitti n 
agreed that the inclusion of the coordination aspect would be 
desirable.® 

It is important to note that the discussion of coordination was had 
in conjunction with the discussion of consolidation and that the 
specific example given was an actual grouping of formerly independent 
agencies under the Federal Loan Agency in the First Plan on Govern- 
ment Reorganization of 1939. This plan actually vested the function 
of coordination in the Federal Loan Administrator. That this was 
the type of actual reorganization contemplated is also illustrated in 
Budget Director Smith’s testimony before the Senate committee 
| een he stated as one of the results achieved under the 1939 act 
that— 


A substantial number of independent administrative 
agencies were consolidated in three new establishments; 
namely, the Federal Security Agency, the Federal Works 
Agency, and the Federal Loan Agency.’ 

§ The number of the Senate bill was 8. 1120, but the final law was based on the House bill, H. R. 4129. 
¢ Hearings before a subcommittee of the Senate Committee on the Judi , 79th Cong., 8. 1120, p. 39. 
4 Hearings before the House Committee on Expenditures, 79th Cong., H. R. 3325, p. 19. 

* Ibid., pp. 109-110. 

1 Senate cited, p. 38 


Taree ee 
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It.is thus apparent that the provision in the Reorganization Act of 
1945 authorizing the creation of new positions was definitely tied to 
the creation of new agencies, or at least to a reorganization such as a 
transfer, consolidation, or coordination, the latter being understood 
in the same sense as consolidation as indicated above. ion 4 (2) 
thus had the following authorization for the creation of new positions: 

Src. 4. Any reorganization plan transmitted by the Presi- 

dent under section 3 * * *. eer 

(2) may include provisions for the appointment and 

Hes oy geo of the head and one or more assistant 

heads of any agency (including an agency resulting from 

a consolidation) if the President finds, and in his message 

transmitting the plan declares, that by reason of trans- 

fers, consolidations and coordinations made by the plan, 

the responsibilities and duties of such head are of such 
nature as to require such action. 


Tt is especially important to note the phraseology in the 1945 Act 
which ties the creation of new positions to a consideration of the 
responsibilities and duties of the head of the agency after a transfer, 
consolidation, or coordination has been made by the plan. In other 
words, the intent appears to be clear that Congress authorized the 
creation of new positions when a plan created a new complex of 
functions by its terms, and also authorized the position of assistant 
heads if a plan altered the responsibilities of the head of an agency 
so as to require giving him more assistants. 

The present Reorganization Act, the Reorganization Act of 1949 
as amended, contains the authority to create the position of head and 
“one or more other officers of any agency.” ‘This change in the 1945 
provision was made in order to allow the creation of officers other than 
assistant heads of agencies in addition to the agency head himself. 
This was explained, as follows, by the Senate Committee on Expendi- 
types ie the Executive Departments in its report on the Reorganiza- 
tion Act. 


Other officers —This change broadens the authority to 
create offices made nesssnaryliy a reorganization. The 1945 
act was found too restrictive in this regard.. For example, 
when the Social Security Board was abolished by Reorgan- 
ization Plan 2 of 1946, it was manennaes to provide in the plan 
for one or more officers to whom the Federal Security Admin- 
istrator might assign the work of the former Board. Because 
the 1945 act limited the creation of officers to “heads” and 
“assistant heads” of agencies, it was necessary to establish 
the new officers as ‘‘assistant heads” of the Federal Security 
Agency. The change of language will permit a plan to pro- 
vide for the appropriate type of officer in each case.® 


The legislative history which is available on the sections of the 1939, 
1945, and 1949 Reorganization Acts shows a clear consideration by 
the Congress designed to permit the appointment of a head or other 
officers of any agency only as part of an overall scheme of reorganiza- 
tion actually accomplished by the plan itself. 


‘8S, Rept. 232, 8ist Cong., on S. 526. 
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Summary of legal analysis of Reorganization Plan No. 1 of 1966 and 
Jindings of law 

1. The creation of pew pasion under the Reorganization Act of 
1949 must be accompani oa an actual reorganization of functions 
accomplished by the plan itself. 

2.-An actual coordination is a tf yee ization authorized 
under the Reorganization Act of 1949 and coordination is the of 
reorganization which it is alleged Reorganization Plan No. 1 of 1956 


accomplishes. 

3. Woctgetilection Plan No. 1 of 1956 makes no coordination, nor 
does it accomplish any coordination by its own terms. This is in 
accord with the statement of the President which describes the plan 
as being desirable in order to assist the Secretaries of the military 
departments with their functions of coordination. This finding is 
also in accord with the description of Reo ization Plan No. 1 of 
1956 by the Justice Department in its so-called “legal memorandum”’ 
as a coordination measure. There is no finding by the Department of 
Justice that Reorganization Plan No. 1 of 1956 actually makes any 
coordination. 

4. The plan merely creates three new positions of Assistant Secre- 


5. The only mandatory provision in the plan is the requirement that 
ee three yi Assistant — rform such nage ogg the 
retary of their respective military department may prescribe. 

6. Exiting law already provides ample authority for coordination 
by the Secretary of Defense through any officer or ney of the 
Department of Defense including the three military departments. 
Existing law also provides ample authority for coordination by the 
Secretaries of the military departments and authorizes them to assi 
such functions to existing Assistant Secretaries. Thus, the o 
possible excuse for, and effect of, Reorganization Plan No. 1 of 1956 is 
to create additional Assistant Secretaries and make them eligible for 
the same assignment of functions from the Secretary of Defense or 
from the Secretary of a military department. 

7. There is no precedent in prior reorganization plans which have 
become effective under the 1939. 1945, and 1949 Reorganization Acts 
for the mere creation of positions. In each such prior reorganization 
plan, a new position has always been accompanied by a transfer, con- 
solidation, or abolition of existing functions or agencies or a coordina- 
tion of independent functions and agencies by actually vesting the 
function of coordination in the plan. 

8. The legislative history of the Reorganization Acts of 1939, 1945, 
and 1949 shows that the authority to create new positions was con- 
sidered incident to, and connected with, an actual reorganization in- 
pe irs ge of functions and agencies made by the terms of the 
plan itself. 

9. The President before submitting any reorganization plan must 
make an affirmative finding that the plan “‘is necessary to accomplish 
one or more of the purposes of section 2” of the Reorganization Act 
of 1949. Such a finding is an indispensable condition precedent to 


90015°—57 H. Rept., 84-2, vol. 4———-42 


UNIVERSITY OF MICHIGAN LIBRARIES 











98 REORGANIZATION PLAN NO. 1 OF 1956 


the submission of the plan and no pro forma recital satisfies the re- 
quirement. The allegation of necessity is not conclusive but is subject 
to rebuttal either in fact or in law. 

10. Reorganization Plan No. 1 of 1956 is invalid under the terms of 
the Reorganization Act of 1949. The ee by its own terms merely 
creates three new positions. It accompli 
provisions. 


es no reorganization by its 











ADDITIONAL VIEWS OF CLARE E. HOFFMAN ON 
HOUSE RESOLUTION 534, DISAPPROVING REOR- 
GANIZATION PLAN NO. 1 OF 1956 


Reorganization Plan No. 1 of 1956, submitted by the President on 
May 16, 1956, among other things, calls for the appointment of three 
Assistant Secretaries for Research and Development, one for the 
Army, one for the Navy and one for the Air Force. 

Just a few years ago, the Congress gave the armed services several 
Assistant Secretaries but, apparently oe am the financial inflation, 
we have not as yet come to the end of the inflating of the executive 
departments which continue to insist on an aA Mor rim | number of 
officers and employees; seem destined to ever broaden their field of 
activities in the rendition of services which, in my judgment, might 
well be performed either by the people themselves or their local 
governments. 

It is my understanding that, when the last increase in the number 
of Secretaries was authorized, each of the departments was to assign 
one Secretary to research. This new request indicates that under- 
standing was not carried out. 

A bill hes been introduced designed to accomplish practically the 
same purpose outlined in the reorganization plan. That bill has been 
considered by the Armed Services Committee and, we are advised, 
will shortly be reported to the House for floor action. 

Legislation such as is proposed in this plan should follow the usual 
customary constitutional procedure. 

In my judgment, ee enacted in the manner here proposed 
is unconstitutional. 0 legislation submitted by a reorganiza- 
tion plan would deprive the Congress itself of an adequate opportun- 
ity to determine whether the legislation is advisable, should or should 
not be enacted. ‘ 

Some of the faults of attemp ing to legislate through the submission 
of reorganization plans are pointed out at some length in the report of 
this committee on January 30, 1953, on H. R. 1979 (H. Rept No. 6), 
83d Congress, 1st session, amending the Reorganization Act of 1949. 

It is not only interesting but gratifying to learn that at least some 
Members of Congress who advocated and voted for basic reorganiza- 
tion legislation are now convinced of the fallacy of attempting to legis- 
late through the submission of reorganization plans. ee 

When “the uestion of legislating through the submission of re- 
organization p was before this committee in 1949, nine mem 
of the present majority were in favor of that method. Though ap- 
parently acknowledging the merit of the legislation carried in Reorgan- 
ization Plan No. 1 of 1956, those same individuals now seem to dis- 
approve of it because of the method followed. 


Criare E. HorrMan. 
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Executive Orricr OF THE PRESIDENT, 
Bureau OF THE BupGert, 
Washington 25, D. C., June 26, 1956. 
Hon. Wiit1am L. Dawson, 


Chairman, House Committee on Government Operations, 
House of Representatives, Washington 26, D. C. 

My Drar Mr, Cuairman: By direction of the Director of the 
Bureau of the Budget, I forward herewith a letter, dated today, 
which the Director has received from Assistant Attorney General 
J. Lee Rankin relative to two legal questions pertaining to Reorgani- 
zation Plan No. 1 of 1956. 

As you will recall, these questions were raised at the hearings 
held by your committee, Monday, June 25, and the committee 


requested that it be furnished a letter or memorandum of the Depart- 
ment of Justice thereon, 


Sincerely yours, 
Wiiiiam F. Frvan, 
Assistant Direetor for Management and Organization. 


DEPARTMENT OF JUSTICE, 
Washington. 
Hon. Psrcivau F. Bronpace 
Director, Bureau of the Budget, 
Executive Office Building, Washington 25, D. C. 

Dear Mr. Brounpace: I understand that during the hearings 
before the Committee on Government tions of the House of 
Representatives on Reorganization Plan No. 1 of 1956, pursuant to 
House Resolution 534, questions were raised concerning the legality 
of the plan. Specifically, the questions are— 

1. Does Reorganization Plan No. 1 of 1956 in fact contain a re- 
organization authorized by the Reorganization Act of 1949, as 
amended, or does the plan simply create three new offices in the 
Department of Defense? 

2. Is the declaration regarding reduction of expenditures contained 
in the ETT of the President transmitting Reorganization Plan 
No. 1 of 1956 an adequate declaration under the terms of the last 
sentence of section 3 of the Reorganization Act of 1949, as amended? 

1. The source of authority for submitting a reorganization plan is 
found in the Reorganization Act of 1949, as amended. Under sec- 
tion 2 (a) of that act, the Congress has directed the President to— 

* * * examine and from time to time reexamine the organi- 
zation of all agencies of the Government and * * * determine 
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what changes therein are necessary to accomplish the following 


urposes: 
, “(1) to promote the better execution of the laws, the 
more effective ent of the executive branch of the 


Government and its agencies and functions, and the 
expeditious administration of the + business; 

‘(2) to reduce expenditures and promote economy, to the 
fullest extent consistent with the efficient operation of the 
Government; 

“(3) to increase the efficiency of the operations of the 
Government to the fullest extent ticable; 

“(4) to group, coordinate, and consolidate agencies and 
functions of the Government, as nearly as may be, according 
to major yfsek aca . . Fins 

“(5) to reduce the number of agencies by consolidating 
those having similar functions under a single head, and to 
abolish such mcies or functions thereof as may not be 
necessary for the efficient conduct of the Government; and 

“(6) to eliminate overlapping and ip. paige: of effort.” 

In the remaining portion of section 2 of the Reorganization Act, 
Congress has decl that— ; 
“* * * the public interest demands the carrying out of the purposes 
specified in subsection (a) and that such purposes may be accomplished 
in great measure by proceeding under the provisions of this Act, and 
peal sorgeapuaned more speedily thereby than by the enactment of 
specific legislation.” 

Section 3 of the Reorganization Act provides that when the Presi- 

rons finds “after investigation” that a reorganization is necessary in 
order— 
“* * * to accomplish one or more of the purposes of section 2 (a), he 
shall prepare a reorganization plan for the making of the reorganiza- 
tions as to which he has made findings and which he includes in the 
plan, and transmit such plan * * * to the Congress, * * *.” 

In accordance with these provisions in section 3, the President is 
authorized to submit a plan which would— 

(1) transfer all or any part of any agency, or all or any part of 
its functions, to the jurisdiction and control of any other agency; 


or 
(2) abolish all or any part of the functions of any agency; or 
(3) consolidate or coordinate the whole or any part of any 
agency, or all or any of its functions, with all or any part of any 
other agency, or its functions; or ’ 
(4) consolidate or coordinate any part of any agency or of its 
functions with any other part of the same agency or any of its 
functions; or 
a authorize any officer to delegate any of his functions; or 
(6) abolish all or any part of any agency which agency or part 


does not have, or upon the taking effect of the reorganization 

plan will not have any functions, 

Acting within the authorization of section 4 of the Reorganization 
Act, the President may include in any plan transmitted— 
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* * * provisions for the appointment and compensation of 
* * * one or more * * * officers of any agency (incl 

an agency resulting from a consolidation or other type o 
reorganization) if the President finds, and in his message 
transmitting the plan declares, that by reason of a reorgani- 
zation e by the plan such provisions are necessary. 
* * * [If] the appointment is not under the classified civil 
service, it shall be by the President, by and with the advice 
and consent of the Senate, * * *. 


Section 1 of Reorganization Plan No. 1 of 1956 comes within the 
provisions of the Reo ization Act of 1949, as amended, in that 
(1) it constitutes a coordination measure under sections 3 (3) and 3 (4) 
of the act, and (2) it contains provisions for the appointment by the 
President, with the advice of the Senate, of officers made necessary 
by the reorganization made by the plan and authorized by section 4 
of the act. 

The plan represents more than a mere theoretical reorganization. 
It brings together coordinating functions which are otherwise placed 
and vests them by means of a coordination in offices which are made 
necessary by the reorganization and created by the plan. The effect 
of the reorganization brought about by the coordination is to require 
as a matter of law that the Secretary in each military department sees 
to it that “all or any” or ‘‘any part of” the research and development 
functions of his department are coordinated by a named assistant 
secretary. The plan will provide an effective organization to handle 
research and development in each military department in accordance 
with the importance of those activities to the defense of the Nation. 
It will also fix the pags ag ged for this work under one person in 
each of the services. It is conceded that Congress has been eager to 
have such an arrangement in the Defense Department for some time. 

2. In his message the President has stated that “while the taking 
effect of the reorganizations included in the plan will not bring about 
immediate savings, it is probable that it will bring about substantial 
long-run reductions of expenditures and also greater effectiveness of 
administration.” He has further stated that “an itemization of 
reductions in expenditures in advance of actual experience under the 
Sar eer plan is not practicable.” 

The last sentence of section 3 of the Reorganization Act requires a 
declaration from the President specifying “the reduction of expendi- 
tures (itemized so far as acticable)' which it is probable will be brought 
about by the taking effect’’ of reorganizations included in the plan. 
The provision thus recognizes the reality of cireumstances such as are 
exemplified by plan No. 1 of 1956, where in an expanding program an 
estimation of reductions in expenditures in terms of dollars and cents 
is not practicable. The Congress has not objected to declarations 
similar to that used in plan No. 1 in numerous reorganization plans 
which have become effective. (See, e. g., Reorganization Plan No. 5 
of 1952 and Reorganization Plan No. 6 of 1953; also Reorganization 
Plans Nos. 7 through 10 of 1953. 


1 Italic supplied. 
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Prior to its submission to the Congress, plan No. 1 of 1956 was trans- 
mitted for consideration by the Attorney General. In accordance 
with the Attorney General’s advice to the President and in answer to 
question No. 1, Reorganization Plan No. 1 of 1956 contains a reorgani- 
zation within the meaning of the Reorganization Act of 1949, as 
amended, and the incidental establishment of new offices is authorized 
by the act. 

In answer to question No. 2, the declaration with respect to reduc- 
tion of expenditures contained in the President’s m transmitting 
plan No. 1 is adequate in the light of the flexibility of the statutory 
requirements and of the precedents. 

Sincerely yours, 
J. Lee RankIn, 
Assistant Attorney General, 
Office of Legal Counsel. 
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PARTICIPATION IN THE AMERICAN INTERNATIONAL 
INSTITUTE FOR THE PROTECTION OF CHILDHOOD 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Sexpen, from the Committee on Foreign Affairs, submitted the 
; following 


REPORT 


(To accompany H. J. Res. 664] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 664), to amend the joint resolution providing 
for membership and participation by the United States in the Ameri- 
can International Institute for the Protection of Childhood and 
authorizing an appropriation therefor, having considered the same, 


unanimously report favorably thereon without amendment and recom-_ 


mend that the joint resolution do pass. 


COMMITTEE ACTION 


House Joint Resolution 664 was introduced by Hon. Armistead I. 
Selden, Jr., on June 27, 1956, and referred to the Committee on Foreign 
Affairs. The committee considered the measure in executive session 
on July 3, 1956, and unanimously orderéd it favorably reported. 


PURPOSE 


The purpose of the joint resolution is to amend Public Resolution 
31, 70th Congress, as amended, by increasing from $10,000 to $25,000 
the authorization of the amount which may be appropriated to meet 
annual contributions of the United States to the regular ae of the 
American International Institute for the Protection of Childhood, a 
specialized yo her the Organization of American States. 

The need legislation was described by the Department of 
State in a communication from the Acting Secre of State, Hon. 
Herbert: Hoover, Jr., to the Speaker of the House of Representatives, 
dated May 29, 1956, in part as follows: bh 


71006 
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The next regular annual mecting . of the Institute is 
scheduled to be held this summer. ere is a strong likeli- 
hood that action will be taken by the Institute during 1956 
which will result in a United States assessment that will 
exceed the present statutory limitation. 

The existing statutory limit is $10,000. The legislative 
history of the statutory ceiling indicates that the Congress 
did not intend to freeze for all time the amount that this 
Government might find it in the national interest to provide 
for the support of the Institute. The record indicates that 
the intent of Congress was to regularize the means by which 
it might review and reassess the program and objectives of 
Institute and the results of United States participation 

erein. 

The United States has played a leading role in organizing 
and furthering the activities of the Institute since the estab- 
lishment of the Institute. The opportunity for mutual 
cooperation in the field of child welfare has been valuable to 
the United States and the other American, Republics. Su 

ort of the expanded program of the Institute would be in the 
Pest interests of the United States, particularly as one means 
of implementing the President’s policy of greater support 
for the programs of inter-American organizations. 

Particularly in view of the meeting of the Institute to be 
held this summer, it is hoped that the Congress will be able to 
take action on this request during the current session. 


WORK OF THE INSTITUTE 


The American International Institute for the Protection of Child- 
hood serves as a center for study, information and documentation, 
technical consultation, and advisory service on all questions concerning 
child life and welfare in the Americas. Despite the fact that it is a 
small organization with a modest budget, it has been uniquely success- 
ful in the coordination of effort in the development and iiakaiatiadien 
of services for children. The Institute works not only with other 
organizations in the inter-American system, but with other interna- 
tional organizations as well, such as the United Nations Children’s 
Fund. The United States Department of Labor has from time to time 
used the Institute as a source of information on matters within their 
respective fields of competence. In turn, the Institute has drawn on 
United States experience in developing standards for the employment 
of young people in Latin America. 

The Institute also furnishes direct technical assistance. For exam- 
ple, a team of experts sent to Puerto Rico made specific recommenda- 
tions which resulted in the coordination of certain services and the 
organization of local seminars for the study of child welfare problems 
in Puerto Rieo. Since the United States Government does not 
maintain direct technical aid programs in -child welfare in Latin 
America, the Institute is an important channel through which United 
States methods and ience can be made available to the other 
American Republics. this connection, the Institute has employed 
the Chief of the Child Welfare Bureau of Puerto Rico on @ short-term 
contract to give advisory services to the Dominican Republic. 
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CONCLUSION 


The amount involved in this legislation is small. The committee 
points out, however, that the work of the inter-American specialized 
agencies, while they operate on small budgets, is extremely important 
as a solid contribution to hemispheric solidarity and good will. In 
that effort the Institute is playing an important part. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint-resolu- 
tion, as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Pusuiic Resoiution 31, SeventieTH ConGRess, as AMENDED 
(64 Stat. 902) 


JOINT RESOLUTION TO PROVIDE FOR THE MEMBERSHIP OF THE UNITED 


STATES IN THE AMERICAN INTERNATIONAL INSTITUTE FOR THE 
PROTECTION OF CHILDHOOD 


Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, [That in order to meet the 
obligations of the United States as a member of the American Inter- 
national Institute for the Protection of Childhood, there are hereby 
authorized to be appropriated to the Department of State— 

[(a) the sum of $24,000 for payment by the United States of its 
assessed annual contributions for the period beginning July 1, 1946, 
and extending through the fiscal year expiring June 30, 1949; and 

[(b) such sums, not to exceed $10,000 annually, as may be required 
thereafter for the payment by the United States of its share of the 
expenses of the Institute, as apportioned in accordance with the 
statutes of the Institute.] 

That in order to meet the obligations of the United States as a member 
of the American International Institute for the Protection of Childhood, 

e is hereby authorized to be appropriated annually to the Department 
of State such sums, not to exceed $25,000 per annum, as may be necessary 
or the payment by the United States of its share of the expenses of the 
Institute, as apportioned in accordance with the statutes of the Institute. 
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PROVIDING FOR THE ESTABLISHMENT OF THE HORSE- 


SHOE BEND NATIONAL MILITARY PARK, IN THE STATE 
OF ALABAMA 





Juiy 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr, Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 11766) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11766) to provide for the establishment of the 
Horseshoe Bend National Military Park, in the State of Alabama, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 5, strike out the words “Horse Shoe” and insert the 
word “Horseshoe’’. 

Page 2, lines 1 and 2, strike out the words “Horse Shoe”’ and insert 
the word “Horseshoe’’. 

Page 2, lines 4 and 5, strike out the words “Horse Shoe” and insert 
the word “Horseshoe”. 

Page 2, line 7, strike out the words “Horse Shoe” and insert the 
word “Horseshoe”. 

Amend the title so as to read: 

A bill to provide for the establishment of the Horseshoe 
Bend National Military Park, in the State of Alabama. 


PURPOSE OF THE BILL 


H. R. 11766 would provide for the establishment of the Horseshoe 
Bend National Military Park, in the State of Alabama, after all lands 
to be included within said park have been donated and transferred 
free and clear of all encumbrances to the United States without ex- 
pense to the Federal Government. 

H. R. 11766 is a clean bill introduced by Representative Rains of 


Alabama following hearings on H. R. 288, a similar bill also intro- 
duced by Mr. Rains, 
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H. R. 11766 would authorize and direct the Secretary of the In- 
terior to make an examination of the Horseshoe Bend Battle Ground 
on the Tallapoosa River, in the State of Alabama, with a view to de- 
termining the area or areas thereof deemed desirable for inclusion in 
the Horseshoe Bend National Military Park. The measure provides 
that the lands designated by the Secretary shall not become a unit of 
the national park system until all non-Federal lands, which shall not 
be less than 500 acres, have been acquired and transferred free and 
clear of all encumbrances to the United States avithout expense to the 
Federal Government, 


The report of the Department of the Interior on H. R: 288 is set 
forth below: 


DEPARTMENT OF THE INTERIOR, 
OrFice OF THE SECRETARY, 
Washington, D. C., May 18, 1955. 
Hon. Crair ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. EncGte: Your committee has requested a report on 
H. R. 288, a bill to provide for the establishment of the Horseshoe 
Bend National Military Park, in the State of Alabama. H. R. 288 
would require this Department to acquire on behalf of the United 
States by gift, purchase, condemnation, or otherwise, certain property 
known as the Horse Shoe Bend Battle Ground on the Tallapoosa 
River, in the State of Alabama. Such property would constitute the 
Horseshoe Bend National Military Park as a memorial to the men who 
fought in the Battle of Horseshoe Bend on March 27, 1814. 

We recommend that H. R. 288 be not; enacted. 

This Department has made a careful study of the significance of 
the Battle of Horseshoe Bend. We believe the site would not qualify, 
on the basis of its historic significance, for addition to the federally ad- 
ministered areas of the National Park System. Also, the Advisory 
Board on National Parks, Historic Sites, Buildings, and Monuments, 
established by the Historic Sites Act of 1935, to render advice relating 
to such matters has considered the matter. As a result of its consider- 
ation of this matter, the Advisory Board has adopted the following 
resolution : 

“Resolved, that. the Advisory Board does not recommend the site 
of the Battle of Horseshoe Bend, March 27, 1814, as being of national 
significance. It is the view of the Board that the Federal Govern- 
ment’s pataerpelios in the commemoration of this site was adequately 
accomplished by the erection there in 1918 of the memorial monument 
authorized under the act of April 2, 1914 (38 Stat. 311), which provided 
that the future care and maintenance of this memorial was to be 
borne by the State of Alabama. The Advisory Board encourages the 
continued preservation of the battlefield which is included in the 
present State historic site, in which is also situated the memorial 
monument.” 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 


Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
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The Committee on Interior and Insular Affairs, after taking testi- 
mony on this proposed legislation, recommends the enactment of 
H. R. 11766 in view of the historic significance of the Battle of Horse- 
shoe Bend. That battle marked the final defeat of the Creek Indians 
on March 27, 1814. At that time, American troops, led by Andrew 
Jackson, won a decisive victory which played a great part in this 
Nation’s second struggle against the British. 

The committee believes the area covered by H. R. 11766 to be a 


desirable addition to the National Park System and recommends the 
enactment of the bill. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
EXECUTE A CONTRACT WITH THE TULE LAKE. IRRI- 
GATION DISTRICT, CALIFORNIA 





Juuy 3, 1956.—-Committed. to the Committee of: the Whole House on the State 
of the Union and ordered. to be printed 





Mr. Enix, from the Committee on Interior and Insular Affairs, 
submitted the following | 


REPORT 


[To accompany H. R. 120341 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12034) to authorize the Secretary of the Interioi: 
to execute a contract. with the Tule Lake Irrigation District, Califor- 
nia, and for other purposes, having, considered the same, report 
fanexably thereon without amendment and recommend that the bill 

© pass. 
. R. 12034 was introduced. by Congressman. Engle after action by 
the Subcommittee on Irrigation and Reclamation on H. R.. 11409 
and inco tes amendments adopted by the subcommittee... Hear- 
ings were held on H. R. 11409 and the Department’s report is directed 
to H. R. 11409. 


‘PURPOSE 


This legislation would authorize the Secretary of the Interior to 
execute a repayment contract with the Tule Lake Irrigation District, 
California, and thereby bring to a conclusion several years of negotia- 
tions with respect to the repayment problems of the Tule Lake 
division of the Klamath Federal reclamation project. . This legislation 
and the contract it authorizes provide for full repayment of the 
Federal costs of constructing works serving the Tule Lake District. 
either from construction-charge payments, net revenues received from 
leasing of Federal lands in the project area and credited to the district 
under existing law, or other misce laneous credits. This legislation 
would not result. in any cost to the Federal Government by, writeoffs 
of construction costs or otherwise, but, instead, would have the effect 
of increasing returns to the Federal Treasury. , .. |, ) «» 
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The Secretary of the Interior has before him, after extensive study 
by the Bureau of Reclamation and the Fish and Wildlife Service, the 
matter of deciding what portion of the unsettled lands in the area will 
be opened to homesteading and what portion will be dedicated to fish 
and wildlife purposes. Neither this legislation nor the contract affects 
in any way this matter, and the situation with respect thereto would 
remain exactly the same after enactment as it was before. 


EXPLANATION OF THE BILL 


The repayment contract referred to in this sy rete was approved 
as to form by the Secretary of the Interior on November 9, 1955, and 
approved at an election of the district on July 2, 1956. Final agree- 
ment between the Department and the district has been reached 
after several — of negotiation. 

The Tule Lake Irrigation District comprises lands in Modoc and 
Siskiyou Counties of California on the Tule Lake division of the 
Klamath Federal reclamation project. The Klamath project was 
authorized in 1905 and the entire project comprises an irrigable area 
in excess of 217,000 acres. The Tule Lake division of the project 
consists of former public lands and State lands. Settlement of the 
Tule Lake District lands dates back as early as 1922, with most of the 
lands settled subsequent to 1927. In all, there are 613 farm units in 
the Tule Lake division of the project involving some 44,000 irrigable 
acres. Unentered public lands within the project area have, over 
the years, been leased by the Federal Government and provision made 
by acts of Congress for the application and disposition of these 
lease revenues to assist irrigation development. 

The formation of the Tule Lake Irrigation District was completed 
in early 1952 and negotiations for a repayment contract with the dis- 
trict began shortly thereafter. Differences of opinion over the cost 
allocable to the present water users and the application of future lease 
revenues had to be resolved. As of June 30, 1955, the cost of facilities 
serving the Tule Lake division was approximately $10.2 million. Ap- 
ey amg 5 $6 million in lease revenues had been received by the 

ureau of Reclamation through June 30, 1955. Lease revenues over 
the last several years have averaged approximately $500,000 per 

ear. 
: Continued application of lease revenues to Tule Lake division con- 
struction costs under a possible interpretation of existing law could 
discharge virtually all construction charges. The Department took 
the position that the water users of the district should make a reason- 
able cash payment to the Federal Government for the irrigation facili- 
ties serving the public land which they received as homesteaders. 
The original contention of the district, on the other hand, was that the 
water users were entitled to all lease revenues under existing law. 
The contract agreed to represents a compromise between these two 
positions. Under provisions in the contract limiting the lease revenues 
available to the district, the district actually is agreeing to reduction 
- benefits available to it under a possible interpretation of existing 
aw. 

As finally agreed to by the Department and the district, the con- 
tract sa that the water users will repay $3,544,100.50 ($85 per 
acre) for all land that has been settled and $85 per acre for all public 
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land that is settled within the district in the future pursuant to the 
homestead laws. On these construction charges the district would be 
credited during the time that construction charges are being paid, 
but in no event after the year 2020, the sum of 30 percent annually 
of all net lease revenues received, but not more than $50,000 per year. 
After all construction charges are repaid the district will receive 
annually 10 percent of all net lease revenues. The contract and the 
bill approving it provide for the repayment of all costs in excess of 
the construction ch payment due under the contract, by the 
application of future lease revenues or other credits due the Tule 
Lake division. The contract provides that the physical works will 
be operated by the district and must be operated with the first priority 
for agriculture. 

From the foregoing it is evident that the repayment problems of 
the Tule Lake Irrigation District have not been the usual ones of 
inadequate payment capacity and insecurity on the part of the water 
users, but rather have been the opposite. There has been an abun- 
dance of lease revenues available, which, in itself and because of pro- 
visions in yeas - law, has given rise to controversy between the 
water users and the Department as to what amounts should properly 
be credited to the district. 

The Tule Lake National Wildlife Refuge overlays the Tule Lake 
Irrigation District. The Tule Lake and Lower Klamath Refuges are 
important to the maintenance of the waterfowl of the Pacific flyway. 
The whole question of further homesteading and maintaining water- 
fowl lands in this critical area has been studied extensively by the 
Bureau of Reclamation and the Fish and Wildlife Service. However, 
the Secretary of the Interior has not made a final decision as to what 
portion of the lands will be opened to homesteading and what portion 
will be dedicated to fish and wildlife uses. It should be clearly under- 
stood that this legislation does not in any way affect this matter, and 
that the situation with respect thereto would remain exactly the same 
after enactment as it was before. 

The settlers of the Tule Lake division have pressed continuously for 
further homesteading in the area. The district is anxious to have the 
poe homesteaded even though it means a reduction in its financial 
credits. 

Among the additional purposes of H. R. 12034 would be the termi- 
nation of the Modoc unit of the Tule Lake division as a separate 
entity. The lands in Lower Klamath Lake which were added to the 
Modoc unit in 1944 are to be detached from that unit and from the 
Tule Lake division and established as a separate division of the 
Klamath project. 

Section 3 of the bill directs the Secretary to apply net revenues from 
Government operations of the Klamath project in excess of those 
required to carry out other provisions of the bill to financially assist 


water users on future divisions or units of the project which may 
hereafter be authorized, including lands within the Tule Lake Irriga- 
tion District. 

Section 4 of the bill is for the purpose of assuring the continued 
leasing of lands within the Tule Lake Irrigation District in the same 
manner and for the same crops as in the past until such time as a 
decision has been made as to homesteading or further uses of the lands. 
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DEPARTMENT'S. REPORT: 


The report of the Department of the Interior on this legislation 
recommending its enactment is set. out below. The amendments 


recommended by the Department are included in those adopted by 
the committee. 


DEPARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington, D. C., June 28, 1956. 
Hon. Ciarr EnG3E, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enotes: A report has been requested from this 
Department on H. R. 11409, a bill to authorize the Secretary of the 
Interior to execute a contract with the Tule Lake Irrigation District, 
California, and for other purposes. 

The repayment contract referred to in the title and text of the bill 
was negotiated pursuant to section 7 of the Reclamation Project Act 
of August 4, 1939 (53 Stat. 1187, 1192, 43 U.S. C., sec. 485f), and 
was approved as to form by the Secretary of the Interior on November 
9, 1955. It has been determined from detailed physical and economic 
analysis that a contract under sections 3 and 4 of the Reclamation 
Project Act of 1939 would not be practicable, nor provide an eco- 
nomically sound adjustment of the repayment problem here involved. 
In our opinion, the proposed contract provides, as explained below, 
fair and equitable treatment of the repayment problems of the Tule 
Lake division of the Klamath odetdl teclumation roject and is in 
keeping with the general purposes of the 1939 act. We are enclosing 
four copies of the proposed contract. 

We recommend enactment of H. R. 11409. Several minor amend- 
ments are also recommended. 

The Tule Lake Irrigation District comprises lands in Modoc and 
Siskiyou Counties of California on the Tule Lake division of the 
Klamath Federal reclamation project. The Klamath project was 
authorized May 15, 1905, by the approval of the Secretary of the 
Interior of a report of a Board of Engineers. 

The entire project comprises an irrigable area in excess of 217,000 
acres and utilizes water of the Lost and Klamath Rivers. The Tule 
Lake division of the project. consists of former public lands and State 
lands. The State lands were ceded to the United States by the States 
of Oregon and California. The cession act of the Oregon Legislature 
was approved January 20, 1905, and that of the California Legis- 
lature was approved February 3, 1905. The act of Congress of 
February 9, 1905 (33 Stat. 714) authorized the Secretary of the 
Interior to change the level of Tule Lake and dispose of the lands 
ceded to the United States by the respective State cession acts. 

These lands formerly under Tule Lake were reclaimed in large part 
as a result of the storage and diversion works of the Klamath project. 
Nearly 10,000 acres (2,000 in Oregon; 8,000 in California) were first 
opened to homesteading by Publie Notice No. 13 dated September 
29, 1922. At the time of this land opening, the announced construc- 
tion charge of $90 per acre seemed high as compared with construction 
charges for private lands of the project which had been established as 
recently as 1917 and as compared with the selling prices of farmland 
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in the area. As @ result, the notice was suspended by order No. 14 
dated January 15, 1923, pase to the expiration of the preference right 
for veterans, and several investigations were conducted by both the 
Department of the Interior and the Congress. The Board of Survey 

Adjustment, authorized by the act of December 5, 1924, recom- 
mended certain financial adjustments (H. Doe. No. 201, 69th Cong., 
p. 26). Provision was made by section 15 of the act of May 25, 1926 
(44 Stat. 636, 639) for the Secretary of the Interior to adjust the 
construction charge for these lands. 

On January 22, 1927, by order No. 19, additional lands of the Tule 
Lake division were opened to entry. This order provided for water- 
rental charges pending formation of an irrigation district and execu- 
tion of a joint liability contract. The construction charge fixed in 
this order was $88.35 an acre which was also to be applied to the lands 
entered under Public Notice No. 13. In the event a joint liability 
contract was not executed, it was stated in that order that certain 
credits would not be extended to the lands and a higher charge not 
taking into account any credits, would be fed to be repaid. 
Subsequent entries occurred through 1948, and by this time more than 
35,000 acres had been homesteaded in 506 farm units. 

Under subsection I of the act of December 5, 1924, lease revenues 
and other credits in excess of $1 million accumulated through June 
30, 1940. By 1938, however, it had become apparent that return 
flows from the project and flood flows entering the sump were going 
to limit seriously the reclamation of lands in the bed of former Tule 
Lake and the production of lease revenues. Moreover, these irrigated 
lands and the sump were attracting birdlife, but the inability to 
control the water levels was seriously affecting this birdlife through 
botulism. As a result, a joint survey was initiated in 1938 by the 
Bureau of Reclamation and the Bureau of Biological Survey to 
determine methods of improving the conditions in the Tule Lake sump 
and in lower Klamath Lake. A —— for remedial construction 
was proposed in connection with the 1941 Interior Appropriation Act. 
Specific language was written into this act the effect of which was 
to terminate the application of lease revenues to part I of Tule Lake, 
being that part of the division first settled, and to apply those revenues 
to the cost of the construction of the Modoc unit. 

In the legislation approving the contract with the Klamath Drainage 
District on the Klamath project, approved June 17, 1944 (58 Stat. 
279), the method of application of lease revenues in the Lower Klamath 
area was established and the lands in California, formerly considered 
a part of the Lower Klamath division, were severed from that division 
and included in the Tule Lake division as a part of the Modoc unit 
from which these lands derive a large portion of their water supply 
and other benefits. Some 9,100 acres of lease lands in the Coppock 
Bay area were provided with irrigation and drainage facilities as a part 
of the development of the Modoc unit.. In 1947 and 1948 these lands 
were opened to homesteading. During 1950 and 1952 additional 
works were constructed to provide flood protection for these lands. 

Early in 1950 the Bureau of Reclamation began urging the forma- 
tion of a district embracing all of the lands in California in the former 
Tule Lake bed. The formation of this district, known as the Tule 
Lake Irrigation District, was completed in early 1952 after an over- 
whelming vote by the water users in favor of its organization. Nego- 
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tiations for a repayment contract began with this district on July 14, 
1952. Differences of opinion over the costs allocable to the present 
water users and the application of future lease revenues had to be 
resolved or otherwise overcome. 

As of June 30, 1955, the cost of the facilities serving the lands 
initially settled and embracing what is known as Tule Lake division, 
— 1, was et, $3,117,760. The separate cost of the 
acilities of the Modoc unit, including those in Tule Lake division, 
part 2, which was settled after the end of World War IJ, is approxi- 
mately $7,100,000. Approximately $6 million in lease revenues had 
been received by the Bare of Reclamation through June 30, 1955. 
Lease revenues for the last 6 years have averaged approximately 
$500,000 per year and are expected to remain at this level until 
additional lands in the sump are settled. 

The proposed contract represents a compromise between this 
Department’s position that the water users of the district should 
make a reasonable cash payment to the Government for the construc- 
tion of the irrigation facilities serving the public land which they re- 
ceived as homesteaders, irespective of a possible interpretation of 
the act of December 5, 1924, which would result in lease revenue 
credits sufficient to discharge virtually all construction charges, and 
the contention of the district representatives that the water users are 
entitled to all lease revenues. As finally approved by the district 
board of directors, the contract provides that the water users will 
repay $3,544,100.50 ($85 per acre) for all land that has been settled 
and $85 per acre for all public land that is settled within the district 
in the future pursuant to the homestead laws. It has been agreed to 
allow the district as credits on these construction charges during the 
time that construction charges are being paid, but in no event after 
the year 2020, the sum of 30 percent annually of all net lease revenues 
received, but not more than $50,000 per year. After all construction 
charges are repaid, the district will receive annually 10 percent of all 
net lease revenues. While the actual construction charge to be paid 
after the lease credits have been applied will depend in part upon when 
and if additional lands are sotlbaa: the number of acres opened for 
settlement, and the amount of future annual lease revenues, analyses 
prepared in the Bureau of Reclamation indicate thet the actual cash 
repayment by the water users may be as little as $35 to $50 per acre. 
The bill provides for the repayment of all costs in excess of the con- 
struction charge payment due under the conttact, by the application 
of future lease revenues or other credits due to the Tule Lake division. 

In article 4 of the proposed contract provision is made for the 
district to make payments of a proportionate share of these lease 
revenues to the water users in Oregon whose lands are a part of the 
Tule Lake division but outside the Tule Lake Irrigation District’s 
boundaries. These water users are under a joint liability contract 
between the United States and the Klamath Irrigation District and 
action has recently been taken by this Department to collect pay- 
ments from these landowners. 

In addition to providing for the adjustment of the construction 
charge and handling of future lease revenue credits, the contract b 
article 8, limits expansion of the farming activity of the Fish and Wild- 
life Service in the Tule Lake National Wildlife Refuge. This provi- 
sion has been agreed to by that Service. All other provisions of the 
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contract are in general conformance with other contracts which have 
been executed by this Department. 

Among the purposes of H. R. 11409 would be the termination of the 
Modoc unit of the Tule Lake division as a separate entitity. The 
lands in Lower Klamath Lake in California which were added to the 
Modoc unit ewe act of June 17, 1944, are to be detached from that 
unit and the Tule Lake division and established as a separate division 
of the project. 

Section 3 of the bill directs the Secretary to apply net revenues from 
Government operations on the Klamath project in excess of those 
required to carry out other provisions of the bill to assist water users 
on future divisions or units of the project which may hereafter be 
authorized in repaying costs beyond their ability to repay. It is 
expected that we will be guided by previous legislation and permit 
the use of these revenues only where the water users are unable to 
make payment. 

We suggest, by way of amendment of the bill, (1) that the words 
(p. 1, lines 8 and 9) “approved at an election of the district held on 
May 29, 1956” be deleted and that there be substituted for them the 
words “approved as to form by the Secretary on November 9, 1955’; 
(2) that the words “article 4 of’’ on page 2, line 5, be deleted; (3) that 
there be added on page 3, line 18, a new sentence reading as follows: 
“Nothing contained in this subsection shall authorize the levying or 
collection of charges on account of project construction on lands 
utilized by the Fish and Wildlife Service in any National Wildlife 
Refuge. Any project construction costs assigned by the Secretary 
to such refuge lands shall be nonreimbursable and nonreturnable”’ ; 
and (4) that there be added to the sentence ending on 4, line 4, 
the expression “‘, but this repeal shall not affect the application of net 
revenues received — to January 1, 1943, for which provision was 
made in the second sentence thereof.” 

Since I am informed that there is a particular urgency for the sub- 
mission of the views of this Department on H. R. 11409, this report 
has not been cleared through the Bureau of the Budget and, therefore, 
no commitment can be made myer ren, Sew relationship of the views 
herein expressed to the program of the ident. 

Sincerely yours, 
Frep G. AANDABL, 
Assistant Secretary of the Interior. 


COMMITTEE’S RECOMMENDATION 


The committee is pleased that the Department and the Tule Lake 
Irrigation District have settled their differences and are in agreement 
on a contract. The committee recommends that H. R. 12034, which 
approves this contract and authorizes its execution, be enacted. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, shanges in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 


is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Proviso Arracuep To THE Trem in THE INTERIOR DEPARTMENT 
Appropriation Act, 1941, Appropriatine Funps For Constrvc- 
‘Tion oF THE KuaMatH Progecr (54 Start. 406, 436) 


Klamath project, Oregon-California, $200,000 [: Provided, That 
expenditures from this appropriation: and from any other appropria- 
tion for the construction of the Modoc Unit shall be sdinhired: team 
net revenues hereafter received from the lease of grazing and farming 
lands within the Tule Lake Division, notwithstanding the provisions 
of subsection | of section 4 of the Act. of December 5, 1924 (43 Stat. 
703; 43 U.S. C. 378a)J; : 

BS * * * * * * 


Acr or June 17, 1944 (58 Srar, 279, 43 U.S. C., Sec. 612) 


That the contract dated April 28, 1943, negotiated by the Secretary 
of the Interior with the Klamath Drainage District and reported on 
as:provided in subsections (a) and (c) of section 7 of the Reclamation 
Project Act of 1939 (53 Stat. 1187), is approved and the Secretary 
is hereby authorized to execute it on behalf of the United States. 

Sec. 2. In aid of the administration of this contract and for other 
purposes— 

(a) The Act. of May 27, 1920 (ch. 209, 41 Stet. 627), is hereby 
repealed. 

(b) Lands owned by the United States, ceded by the States of 
California and Oregon pursuant to the Act of February 3, 1905 
(Cal. Stat. 1905, p. 4), and of January 20, 1905 (L. Oreg. 1905, ch. 5, 
R 63), lying in Klamath County, Oregon, west. of range 11 east, 

Jillamette meridian, and in Siskiyou County, California, west of 
range 4 east, Mount Diablo rineidian, shall be subject to all ap- 
plicable provisions of the Federal reclamation laws concerning entry 
and patent, except that any part of these lands administered by the 
Fish and Wildlife: Service pursuant to the existing agreement with 
the Bureau of Reclamation, as this maybe amended from time to 
time with the approval of the Secretary, shall not be opened to entry. 

(c) Net revenues heretofore and hereafter received from lands 
owned by the United States within the district’ boundaries shall be 
covered into the reclamation fund and shall be applied: First, to 
offset the balance. of $47,627.89 as to which the district’s obligation 
is to be released under the propdésed contract; second, to offset the 
balance of the charges heretofore apportioned to the Government- 
owned lands in Klamath County, Oregon, pursuant to the Act of 
May 27, 1920 supra, amounting to $36,714.37; third, to offset the 
balance of charges allocated as of December 31, 1942, to the Lower 
Klamath Lake Division; and, fourth, as an increment to the reclama- 
tion fund without further application to project construction costs. 

[(d) The lands in Siskiyou County, California, west of range 4 east, 
Mount Diablo meridian, and in the vicinity of Lower Klamath Lake, 
including the lands heretofore uncovered by the changing level of that 
lake, shall be deemed to be {rpm and after December 31, 1942, part 
of the Modoc unit of the Tule Lake Division of the Klamath project. 


Net revenues which have accrued from Government-owned lands under 
the primary jurisdiction of the Bureau of Reclamation in that area 
prior to January 1, 1943, shall be applied to offset the balance of the 
charges allocated to the Lower Klamath Lake Division. Net revenues 
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accruing from and after December 31, 1942, from such Government- 
owned lands shall be covered into the reclamation fund and applied: 
First, to offset the costs heretofore or hereafter incurred in connection 
with the completion of the Modoc unit; and, second, as an increment 
to the reclamation fund without further application to project con- 
struction costs. 

Sec. 3. This Act is declared to be a part of the Federal reclamation 
laws as these are defined in the Reclamation Project Act of 1939. 


(Committee note: Section 2 (e) of H. R. 12034 provides that Section 
2, subsection (d), of the Act of June 17, 1944 is repealed, but that the 
repeal shall not affect the application of net revenues received prior 
to January 1, 1943, which was made by the second sentence, thereof.) 
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84TH ConGREss } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2589 





AMENDING THE ATOMIC ENERGY ACT OF 1954 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Duruaw, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


{To accompany H. R. 12094] 


The Joint Committee on Atomic Energy, having considered H. R. 
12094, an original committee bill, to amend the Atomic Energy Act 
of 1954, as amended, to increase the salaries of certain executives and 
technical personnel of the Atomic Energy Commission, and for other 
purposes, does unanimously report favorably thereon and recommends, 
with one contingency, that the bill do pass. 

The Joint Committee on Atomic Energy, after having held hearings 
and having carefully studied and considered the subject of AEC 
executive salaries, believes that that part of the Atomic Energy Act 
of 1954, which specifies the salaries of top executives and scientists 
in the Atomic Energy Commission should be amended to provide for 
certain increases and other changes. However, the Joint Committee 
also believes that the salaries of executives in the AEC should be 
generally consistent with executive salaries in other Federal depart- 
ments and agencies, and therefore recommends passage of this bill 
only if Congress passes the Executive Pay Act of 1955. 


EXPLANATION 


This proposed amendment to the Atomic Energy Act of 1954 
affects only the top executive positions in the Atomic Energy Com- 
mission—i. e., those which are established by the act itself (secs. 22 
to 25 inclusive). Under the provisions of section 161d of the Atomic 
Energy Act, the great bulk of the 6,200 direct employees of the Atomic 
Ene Commission receive salaries at rates consistent with the 
Classification Act, and such salaries are not affected by this proposed 
amendment. The proposed administrative executive pay bill excludes 


all positions in the Atomic Energy Commission that are paid at other 
than Classification Act salaries. 


71006 


UNIVERSITY OF MICHIGAN LIBRARIES 











2 AMEND ATOMIC ENERGY ACT OF 1954 


To - AEC executive personnel an increase in conrpensation 
generally comparable to that being proposed for other personnel under 
the Execufive Pay Act, and to provide incentive and recognition to 
such executives, the Joint Committee has unanimously recommended 
this amendment. 

The executives of the Atomic Energy Commission are responsible 
for the management of an industrial giant, perhaps the largest “busi- 
ness” in the world today. The Nation’s taxpayers have an invest- 
ment of $6,800 million in plants and facilities owned by the AEC, 
and by the end of June 1957, this figure will rise to $7,200 million. 
By way of comparison, recent figures for plant investment by certain 
private concerns are as follows: General Motors, $3,900 million; the 
parent A. T. & T. Co., $1,250 million; General Electric Co., $1,020 
million; and RCA, $251 million. In annual operating costs the 
executives of the AEC will administrate in fiscal year 1957 an expendi- 
ture of $1,765 million of the taxpayer’s money. They will supervise 
directly the activities of more than 6,200 AEC employees, and indi- 
rectly more than 100,000 persons employed by contractors operating 
AEC-owned facilities. The management of the Atomic Energy 
Commission today is truly “big business.’ 

In addition to directing the management of the Government- 
owned laboratory and production centers and administering large 
numbers of off-site contracts, the executives of the AEC must also 
provide durection and guidance to a growing private industry. By 
the provisions of the Atomic Energy Act of 1954, private industry 
was encouraged to engage in the development of industrial and peace- 
time applications of atomic energy. In providing information, in 
issuing regulations, in controlling the possession of special nuclear 
materials, and in considering and acting upon applications for con- 
struction permits and licenses for production and utilization facilities, 
the Commission must exercise quasi-legislative and quasi-judicial 
functions which are vital to the public health, safety, and welfare, 
and which require sound judgment and capable executive leadership. 

Another primary purpose of the Atomic Energy Act of 1954 was to 
encourage international cooperation in the development of the peaceful 
uses of atomic energy. The Commission has lent technical assistance 
in the negotiation and approval of agreements for cooperation with 
over 30 foreign nations, and the growing role of the Commission in the 
international field is expected to increase. 

Moreover, so long as world conditions remain troubled and uncer- 
tain, our country must continue to be supplied with an arsenal of 
atomic weapons of many varying types, sizes, and designs. The 
technology in this field has been constantly growing, and many intri- 
cate design and production problems must. be resolved by the Com- 
mission, 

The Commission cannot hope to retain its most valued employees 
by means of salary alone—other factors must operate to encourage 
such persons at all levels to continue to serve their country and 
the Atomic Energy Commission, . But the Joint Committee believes 
that AEC salaries should be as high as is consistently possible with 
other Government salaries, in order that the Commission may continue 
to carry out its vitally important functions. 
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SECTION-BY-SECTION ANALYSIS 


All salaries referred to in this report are on a per annum basis, al- 
though for the sake of brevity, the phrase “per annum”’ will sometimes 
be omitted. 

Section L.of the bill would amend section 22a of the Atomic Energy 
Act of 1954, as amended, to increase the salary of the Chairman of 
the AEC from $20,000 to $25,000 per annum, and to increase the 
salaries of the four other Commissioners from $18,000 to $22,500 per 
annum. In the case of the Chairman, the proposed amendment would 
establish his salary on a level with that of Cabinet officers under the 
terms of the proposed Executive Pay Act of 1955. When the Atomic 
Energy Commission was established by the act of August 1, 1946, the 
salary of the Chairman was established at $17,500 per annum, which 
was $2,500 in excess of that provided for Cabinet officers at that time 
($15,000). On October 15, 1949, the Executive Pay Act was amended 
to increase the salaries of Cabinet officers by 50 percent to $22,500 per 
annum. On September 23, 1950, the Atomic Energy Act was amended 
to increase the salary of the Chairman from $17,500 to $20,000 per 
annum. The report of the Joint Committee at that time (S. Rept. 
No, 2493 accompanying 5S. 3437, 81st Cong., 2d sess.) stated that the 
Chairman’s salary was recommended to be established on a par with 
that of the Deputy Secretary of Defense and two Presidential Secre- 
taries and Assistants. However, when Congress passed the Atomic 
Energy Act. of 1954, the functions of the Commission in the interna- 
tional cooperation and civilian application fields were greatly increased. 
Because of the corresponding increased duties and responsibilities 
now placed upon the Chairman, and because the tremendously im- 
portant work of the Atomic Energy Commission must be coordinated 
with that of other executive departments at the highest possible level, 
the Joint Committee now believes that the Chairman should be 
compensated at the proposed Cabinet officers salary level of $25,000. 

Section 1 would also increase the salaries of the four other Com- 
missioners from $18,000 to $22,500. In order to continue to obtain 
men with the necessary scientific and executive capabilities to deter- 
mine Commission policy, the Joint Committee felt that this increase 
was necessary and desirable. 

Section 2 of the bill would amend section 24 of the Atomic Energy 
Act of 1954, as amended, to increase the salary of the General Manager 
of the Commission from a maximum of $20,000 to a maximum of 
$22,500 per annum. Section 2 would also establish in the act for the 
first. time the position of Deputy General Manager with a maximum 
salary of $21,000 per annum, and the positions of three Assistant 
General Managers, or their equivalents, with a maximum salary of 
$20,000 per annum each. The General Manager is the chief executive 
officer of the Commission, directly responsible to the Commissioners 
for the overall operation and ment of the Commission. His 
maximum salary under the Atomic Energy Act at the present time is 
$20,000 per annum, and the proposed increase to $22,500 is consistent 
with the salary increases proposed by both the Senate and House 
versions of the proposed Executive Pay Act of 1955. 

As to the positions of Deputy and Assistant General Managers, 
these positions exist in the Commission at the present time and the 
occupants thereof have hitherto been compensated under the “scien- 
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tific and technical personnel” exception of section 161d of the act. 
This amendment would establish these positions in the Atomic 
Energy Act with salaries comparable to similar positions in other 
agencies under the proposed Executive Pay Act of 1955. Under the 
existing Commission organization, there are more than three Assistant 
General Managers. This provision is intended to permit the Com- 
mission to continue such an organization if it desires, but to limit to 
three the number of such positions which will be entitled to receive 
the maximum $20,000 salary. 

Section 3 of the bill would amend section 25 of the Atomic Energy 
Act of 1954, as amended, to provide increased salaries for the positions 
already established by that section, and would also add a new sub- 
section d to establish an additional six executive ma ent positions 
under the act. Subsection 25a of the act would amended by 
increasing the salaries of the Program Division Directors from $16,000 
to $18,500. This increase is consistent with, or indeed less than, that 
proposed by the Executive Pay Act of 1955 for corresponding 
positions now at $16,000. Subsection 25b of the Atomic En Act 
would be amended to increase the salary of the General Counsel from 
$16,000 to $20,000. The Joint Committee decided that this increase 
was justified for the following reasons: Organizationally, the General 
Counsel reports directly to the Commissioner on matters of law and 
to the General Manager on administration; the General Counsel is 
responsible for nationwide supervision of the activities of Assistant 
General Counsels in all the field operations offices; the pro 
$20,000 salary is considered consistent with that proposed for similar 
legal positions in other agencies and departments by section 102 (e) 
of S. 2628 and section 107 (53) of H. R. 7619. 

Subsection 25c would also be amended to increase the salary of the 
Director of the Inspection Division from $16,000 to $18,500, which 
increase is consistent with the corresponding increases of the Fig sg 
Executive Pay Act. The Inspection Division is responsible for in- 
specting production and utilization facilities both at home and abroad 
(as to compliance with license provisions, security requirements, etc.). 
As the peacetime applications of atomic energy increase, and as more 
facilities are constructed, both at home and abroad, the importance 
of the Director’s position should continue to grow in future years. 
By differentiating the salaries of this position and that of the General 
Counsel, the Joint Committee did not intend to indicate a lack of 
importance of this ee epamge but rather to indicate recognition of the 
immediate responsibilities and duties of the General Counsel. 

Section 3 of the bill, as stated above, would also amend section 25 
of the Atomic Energy Act of 1954, as amended, by adding a new 
subparagraph d to establish a maximum of six other executive re 
ment positions. This statutory authority was uested by the 
Atomic Energy Commission during hearings on this subject before the 
Joint Committee on March 27, 1956, in order that the Commission 
might be able to fill several of its top positions with people having 
broad administrative and executive experience, without regard to the 
present “scientific and technical” limitation of section 161d. After 
carefully considering this question, and the nature of each of the posi- 
tions to be compensated under this provision, the committee decided 
that this request was meritorious and justified. The Joint Committee 
felt that it was desirable that flexibility be left to the Commission as to 
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these —— but it was understood that 3 of the 6 positions would 
normally be utilized to provide recognition and increased salaries 
for the managers of 3 of the most important field operations offices. 

As to the 10 positions recommended to be established by these 
amendments, the Joint Committee determined that such positions 
should be ete by, and should be answerable to, the General 
Manager. e General Manager, in turn, as well as the other posi- 
tions already established by the act, will continue to be appointed by, 
serve at the pleasure of, and be removable by the Commission. The 
Commission has indicated that it has no objection to this allocation 
of responsibility. 

Section 4 of the bill would amend section 161d of the Atomic Ener, 
Act of 1954, as amended, to provide a limitation of $18,500 on the 
salaries payable to “scientific and technical personnel’? under that 
section. In the past, the Commission has used this section to provide 
top salaries for such persons as the Deputy and Assistant General 

anagers, and the managers of certain field offices, and since such 

itions are receiving the requested relief and statutory recognition 
y sections 2 and 3 of the amendments, the Joint Committee felt that 


a limitation could properly be put on the maximum salaries payable 
under section 161d. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
pe this report are shown as follows (new matter is printed in 
italics): 

Sec. 22. Mempers.—a. Members of the Commission shall be ap- 
pointed by the President, by and with the advice and consent of the 
Senate. In submitting any nomination to the Senate, the President 
shall set forth the experience and qualifications of the nominee. The 
term of office of each member of the Commission taking office after 
June 30, 1950, shall be five years, except that (1) the terms of office 
of the members first taking office after June 30, 1950, shall expire, as 
designated by the President at the time of the appointment, one at 
the end of one year, one at the end of two years, one at the end of 
three years, one at the end of four years, and one at the end of five 
years, after June 30, 1950; and (2) any member appointed to fill a 
vacancy occurring prior to the = of the term for which his 
predecessor was appointed, shall be appointed for the remainder of 
such term. Any member of the Commission may be removed by the 
President for inefficiency, at of duty, or malfeasance in office. 
Each member, except the irman, shall receive compensation at 
the rate of [$18,000] $22,500 per annum; and the member designated 
as Chairman shall receive compensation at the rate of [$20,000] 
$25,000 per annum. 

b. No member of the Commission shall engage in any business, voca- 
tion, or employment other than that of serving as a member of the 
Commission. 

(Sec. 24. Generat Manacer.—There is hereby established within 
the Commission a General Manager, who shall discharge such of the 
administrative and executive functions of the Commission as the Com- 
mission may direct. The General Manager shall be appointed by the 
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Commission, shall serve at the pleasure of the Commission, shall be 
removable by. the Commission,,.and shall, receive compensation at a 
rate =k aante by the Commission, but not in excess of $20,000 per 
annum, 

Sze. 24. Generar Manager, Deputy anno Assisvanr GENERAL 
Manacers.— There is hereby established within the Commission— 

a. a General: Manager, who shall be the chief executive officer of the 
Commission; and who shall discharge such of the administrative and 
executive functions of the Commissioy as the Commission may direct. 
The General Manager shall be appointed by the Commission. shall 
serve at the pleasure of the Commission, s be removable by the 
Commission, and shall receive compensation at a rate determined 
by the Commission, but not in excess of $22,400. per annum. 

b. a Deputy General Manager, who shall act in. the stead of the 
General Manager during his absence when so directed by the General 
Manager, and who shall. perform. such other administrative and 
executive. functions as the General Manager shail. direct. The 
Deputy General Manager shall be appointed by the General Manager 
with the approval of the Commission, shall serve at the pleasure of 
the. General Manager, shall be removable by the General. Manager, 
and shall receive compensation at a rate determined by the General 
Manager, but not in excess of $21,000 per annum. 

c. Assistant General Managers, or their, equivalents, (not to 
exceed a total of three phe aig who shall perform such adminis- 
trative and executive functions as the General Manager shall direct. 
They shall be appointed by the General Manager with the approval 
of the Commission, shall serve at the pieasure of the General Feat 
shall be removable by the General Manager, and shail receive com- 
pensation at a rate determined by the General Manager, but not in 
excess of $20,000. per annum, ; 

Sec..25. [Divistons. anp Orrices]. Divisions, Orrices. anv 
Posrrions.—There is hereby established within the Commission—- 

a, &@ Division of Military Application and such other program 
divisions (not to exceed ten in number) as the Commission may 
determine to be necessary to the discharge of its responsibilities, 
including a division or divisions the primary responsibilities of 
which include the development and application of civilian uses 
of atomic energy.. Each such division shall be under the direction 
of a Director who shall be appointed by the Commission and 
shall receive compensation at.a rate determined by the Commis- 
sion, but not in excess of [$16,000] $18,500 per annum. The 
Director of the Division of Military Application shall be an active 
member of the Armed Forces. ‘The Commission shall. require 
each such division to exercise such of the Commission’s admin- 
istrative and executive powers as the Commission may determine; 

b. an Office of the General Counsel under the direction of the 
General Counsel who shall be appointed by the Commission and 
shall receive compensation at arate determined by the Commis- 
sion, but not in excess of [$16,000] $20,000 per annum; and 

c. an Inspection Division under the direction of a Director 
who. shall be appointed by the Commission and shall receive 
compensation. at. a rate determined by the Commission, but: not 
in excess of [$16,000] $18,500 per annum... The Inspection Divi- 
sion shall be responsible for gathering information to. whether 
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or not the contractors, licensees, and officers and employees 
of the Commission are complying with the provisions of this Act 
(except those provisions for which the Federal Bureau of Investi- 
gation is responsible) and the appropriate rules and regulations 
of the Commission. 

d. such other executive management positions (not to exceed siz 
in number) as the Commission may daermine to be necessary to 
the discharge of its responsibilities. Such positions shall be es- 
tablished by the General Manager with the approval of the Commis- 
sion. They shall be appointed by the General Manager with the 
approval of the Commission, shall serve at the pleasure of the General 
Manager, shall be removable by the Psat Manager, and shali 
recewe compensation at a rate determined by the General Manager, 
but not in excess of $18,500 per annum. 


Sec. 161. Generat Provistons.—In the performance of its func- 


tions the Commission is authorized to— 


* * * * * * + 


d. appoint and fix the compensation of such officers and 
employees as may be necessary to carry out the functions of the 
Commission. Such officers and employees shall be appointed in 
accordance with the civil-service laws and their compensation 
fixed in accordance with the Classification Act of 1949, as 
amended, except that, to the extent the Commission deems such 
action necessary to the discharge of its responsibilities, personnel 
may be employed and their compensation fixed without regard 
to such laws: Provided, however, That no officer or employee 
(except such officers and employees whose compensation. is fixed 
by law, and scientific and technical personnel up to a limit of 
$18,500) whose position would be subject to the Classification 
Act of 1949, as amended, if such Act were applicable to such 
position, shall be paid a salary at a rate in excess of the rate 
payable under aah Act for positions of equivalent difficulty or 
responsibility. 'The Commission shall make adequate provision 
for administrative review of any determination to dismiss any 
employee; 

O 
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84TH CoNnGREsS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2592 





AMENDING SECTION 3 OF THE ACT OF MAY 19, 1947 (CH. 80, 61 
STAT. 102), AS AMENDED, FOR THE PURPOSE OF EXTENDING 
THE TIME IN WHICH PAYMENTS ARE TO BE MADE TO MEM- 
BERS OF THE SHOSHONE TRIBE AND THE ARAPAHOE TRIBE 
OF THE WIND RIVER RESERVATION IN WYOMING 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ene@ue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 11928] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11928) to amend section 3 of the act of Ma 
19, 1947 (ch. 80, 61 Stat. 102), as amended, for the purpose of itn 
ing the time in which payments are to be made to members of the 
Shoshone Tribe and the Arapahoe Tribe of the Wind River Reserva- 
tion in Wyoming, and for other purposes, having considered the same, 


report favorably thereon without amendment and recommend that 
the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 11928, introduced by request by Congressman 
Haley, is to amend section 3 of the act of May 19, 1947 (61 Stat. 102), 
as amended, for the pape of extending the time in which payments 
are to be made to members of the Shoshone Tribe and the Arapahoe 
Tribe of the Wind River Reservation in Wyoming, and for other 


urposes, 
. H.R. 10128, a similar but not identical bill to H. R. 11928, was 
initially introduced by Ccngressman Thomson of Wyoming and was 
amended in the Subcommittee on Indian Affairs to incorporate 
amendments offered by subcommittee members and the represent- 
atives of the Department of the Interior, earay Yara H. R. 
11928 was introduced as a clean bill by Congressman Haley. 

Section 3 of the act of May 19, 1947 (61 Stat. 102), as amended, 
provides for the per capita distribution of 80 percent of the total trust 
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funds that were divided between the Shoshone and Arapahoe Tribes 
pursuant to the 1947 act, and for the‘ per capita distribution of 80 
percent of all funds credited to the trust accounts of each tribe during 
a 10-year period beginning May 19, 1947, and ending May 19, 1957. 

This legislation, as initially introduced, would have changed these 
percentage figures from 80 percent to 85 percent, extending the period 
for an additional 10 years, and made the new percentages retroactive 
to the date of the 1947 act. The earlier bill would have repealed a 
proyision of the 1947 act which makes per capita payments, subject 
to. the lien of reimbursable irrigation charges owed to the United 
States by individual Inidans, 

As will be noted in the departmental report on H. R. 10182, dated 
June 5, 1956, the Secretary of the Interior reeommended against the 
enactment of the bill unless the retroactive payment provisions were 
eliminated and the present provision of law with respect to liens 
against per capita payment for irrigation charges be retained. The 
Secretary also recommended that a provision be included which would 
require the Secretary to protect the substantial per capita payments 
payable to minors. 

Testimony presented before the Subcommittee on Indian Affairs 
revealed agreement among the Wyoming congressional delegation, 
representatives; of the Arapahoes and Shoshones, and the, officials. of 
the Bureau of Indian Affairs to eliminate the retroactive payment 
feature. The Indians contended that the authority exercised by the 
Secretary in withholding funds from the per capita payments for 
irrigation assessments was arbitrary and unfair to them for the most 
part, inasmuch as a considerable portion of their lands is either 
unclassified, or improperly classified. A second area of disagreement 
between the Indians and the Secretary concerned the protection and 
conservation of minors’ funds. The Indians’ claimed that. the Secre- 
tary already has the authority to protect the interests of minors and 
incompetents and that they already have a tribal welfare committee 
to supervise the expenditure’ of the funds of some minors. 

In view of the lack of time to resolve all of the questions raised by 
both the Indians and the Bureau of Indian Affairs, H. R. 11928 
extends the 1947 act for only 2 years rather than 10 years. Before 
the 2-year expiration date, the Secretary is requested to report to 
the Congress his recommendations regarding (1) the reclassification 
of irrigable lands in the project pursuant to a new survey for that 
purpose; (2) the need of additional authority to protect the interest 
of minors and incompetents; and (3) the adequacy of the tribal con- 
tribution to thé cost of administering the reservation. Meanwhile, 
during this 2-year period, the Secretary would be permitted to collect 
rH, dg assessments out of per capita payments only with respect 
to lands for which water is requested and received and with respect 
to lands that are determined to be classified properly on the basis of 
a survey made after the date of the enactment of this act. It is 
understood that if, after the reclassification, the Indians are not 
satisfied, they shall have the right of appeal before the proper au- 
thorities of the Department of the Interior. The Secretary’s right to 

rotect the interests of minors and incompetents pursuant to existing 
aw would be preserved. 

The reports of the Department of the Interior on H. R. 10182, 
dated June 5 and June 22, 1956, and on H. R. 11928, dated July 3, 
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1956, and the report of the Bureau of the Budget on H. R. 10182, 
dated June 26, 1956, are as follows: | . 


DEPARTMENT OF THE INTERIOR 
Orrick OF THE SECRETARY, 
F ; Washington, D. C., June 6, 1956. 
Hon. Crarr Encur, 


scl Committee on Interior and Insular Affairs, 
Touse of Representatives, Washington, D. C. 

My Dear Mr. Enere: Your committee has requested a report on 
H. R, 10182, a bill to.amend section 3 of the act of May 19, 1947 
(ch, 80, 61 Stat..102), as amended, for the purpose of extending. the 
time in which payments are to be made to members of the Shoshone 
Tribe and the Arapahoe Tribe of the Wind River Reservation in 
Wyoming, and for other purposes, _ 

We recommend that the bill be not enacted in its present form, but 
that it be enacted if it is amended as suggested below. 

Section 3 of the act of May 19, 1947 (61 Stat. 102), as amended, 
rovides for the per capita distribution of 80 percent of the total trust 
unds that were divided between the Shoshone and Arapahoe Tribes 

pursuant to the 1947 act, and for the per capita distribution of 80 
ercent of all funds credited to the trust accounts of each tribe 
unng a 10-year period beginning May 19, 1947, and ending May 19, 

1957. 

The pending bill changes these pereentnne figures from 80 percent 
to 85 percent, extends the period for an additional 10 years (to May 
19, 1967), and makes the changed percentages retroactive to the date 
of the 1947 act. 

We have no objection to the increased percentage figures or to the 
extended payment period, We object, however, to the retroactive 
feature and we recommend that it be deleted. It would impose an 
unreasonable administrative burden in recomputing the payments for 
each quarterly period during the past 10 years, and it would unreason- 
ably reduce the tribal capital reserves. The cash reserves should be 
maintained at abproxanately current levels in order that the tribes 
may continue to finance their respective tribal mo ams. We under- 
stand that the Indians did not intend to include the retroactive pro- 
visions in the bill, and that they are agreeable to its deletion. 

The 1947 act, as amended, makes the per capita payments subject 
to the lien of reimbursable irrigation ch owed to the United States 
by individual Indians, after a report with respect to such charges has 
been made and becomes effective pursuant to the Leavitt Act of July 
1, 1982 (47 Stat. 564). Such report was made and became effective 
in 1951. It canceled a total of $401,830.76 in operation and mainte- 
nace charges which accrued between June 30, 1934, and December 31, 
1946. 

The pending bill repeals this provision of the 1947 act and thereby 
makes the per capita payments immune from such liens. We recom- 
mend that the present provision of law be not nly If the Indians 
are financially able to pay current operation and maintenance charges, 


there is no reason why the payment should not be collected out of the 
per capita payments, If the Indians are not financially able to pay, 
the charges are not required to be collected out of the per capita 
yeni ane action to cancel the charges can be initiated under, the 
vitt Act. . 
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The bill makes no provision for protecting or for conserving the 
ee capita funds payable to minors, or to incompetent adults. We 

elieve that it should do so. 

Under the 1947 act a total of $17,725,942.23 has been paid per capita 
to the members of the 2 tribes, and of this total an estimated 9 to 10 
million dollars belonged to minors at the time of the per capita distribu- 
tions. This money was paid to natural guardians, except in approxi- 
mately 10 percent of the cases (177 chil out of a total of 1,833). 
During the current fiscal year the estimated per capita payment is 
$1,326 for the Shoshones and $1,114 for the Arapahoes. On the basis 
of the proposed 85 percent provision, these would be $1,409 
and $1,183, respectively. The indications are that the tribes will con- 
tinue to have a large oil and gas income for many years. 

Although the Shoshones and Arapahoes have shown a marked improve- 
ment in their standard of living, and although there is no indication 
that the parents have been derelict in their duties to their children, 
and although the tribes have set up a joint tribal welfare committee 
to make recommendations with respect to the need for supervising the 
expenditure of the funds of some minors, we believe that the time has 
come to require more adequate safeguards for minors’ funds. In view 
of the size of the per capita payment to parents and other sources of 
income from cattle enterprises and wage earnings, parents should be 
required to assume a greater responsibility for the support of their 
children and to conserve at least a portion of the children’s income until 
it is needed for higher education or other purposes. 

We therefore recommend that the bill require the Secretary of the 
Interior to protect the interests of members of the tribes who are minors 
under the law of the place where they are domiciled, who are non 
compos mentis, or who in the opinion of the Secre are in need of 
assistance in conducting their affairs, by withholding from the natural 

uardians of such persons such portion of their per capita shares as he 
Aisenis advisable for management and distribution under a plan ap- 
proved by him after consultation with the governing body of the 
tribe. We shall discuss with the tribes different plans for this purpose, 
including the feasibility of a plan similar to the one adopted by the 
Jicarillas for the management of minors’ funds pursuant to a trust 
agreement between the Jicarilla Tribe and the First National Bank 
of Albuquerque, N. Mex., a copy of which is enclosed. 

We also recommend that the cost of making the quarterly distribu- 
tion of the per capita payments should be borne by the tribes. 

In order to carry out the foregoing recommendations the bill should 
be amended as follows: 

1. On page 2, lines 7 to 9, delete ““85 per centum of said trust funds 
as initially established, and 85 per centum of all sums credited thereto 
during a period of twenty years from and after May 19, 1947,” and 
substitute in lieu thereof ‘commencing with the quarterly period 
beginning April 1, 1956, 85 per centum of all sums credited to said 
trust funds during the period ending May 19, 1967,”’. 

2. On page 2, line 12, change the comma after “tribes” to a colon 
and delete the remainder of the proviso which ends on line 17. 


3. On page 2, line 23, change the period to a comma and add “and 
except as to irrigation charges owed by individual Indians to the 
United States: Provided further, That the Secretary of the Interior 
shall protect the interests of members of the tribes who’ are minors 
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under the law of the place where they are domiciled, non compos 
mentis, or in the opinion of the Secretary in need of assistance in con- 
ducting their affairs, by withholding from the natural guardians of such 
seg such portion of their per capita shares as he deems advisable 
or management and distribution pursuant to a eve approved by him 
after consultation with the governing body of the tribes: Provided 
further, That all administrative nses incident to the quarterly as 
capita distribution shall be borne from Shoshone and Arapahoe tribal 
funds on a pro rata basis.” 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
Westey A. D’Ewanrt, 
Assistant Secretary of the Interior. 


Trust AGREEMENT 
JICARILLA TRUST NO. I 


This agreement is made this -------- pte cet pl Bie i : 
1954, between The Jicarilla Apache Tribe of the Jicarilla Apache 
Indian Reservation, New Mexico, hereinafter designated Tribe, acting 
py and through the Chairman and Secretary of the Representative 
ibal Council, hereinafter called Council, as Grantor, and First 
National Bank in Albuquerque, hereinafter called Trustee. 
The Grantor has delivered or will deliver to Trustee the sum of 


eaterk Sem vila dink tvania , which sum the Trustee agrees to hold and dispose 
of upon the following trusts. 


Article I 


The funds delivered to the Trustee constitute a part of a per capita 
distribution of tribal funds and are thus set aside for the benefit of 
members of the Tribe who are minors, a list of whose names, together 
with the share owned by each, is attached hereto and made a part of 
this agreement. The share of each tribal member of this list, together 
with the net profit and income accumulations growing out of such 
share, shall constitute a separate trust for that member; however, the 
Trustee shall not be required to invest each fund separately but shall 
manage the shares as though they were one trust in which each 
beneficiary held an undivided interest. Each beneficiary shall be an 
owner of the trust principal and income in the same ratio that his share 
bears to the entire principal and income. No beneficiary shall be 
empowered to deal directly with the Trustee, and all matters shall be 
handled between the Council and the trustee; except that Trustee will 
make annual distributions contemplated in Article II hereof without 
further direction of Council unless other instructions are received from 
Council prior to such distributions. 


Article II 


It is the intention of Grantor that each beneficiary shall receive 
distribution of his share of the total trust estate in four annual in- 
stallments; such installments to begin upon the distribution date, as 
hereinafter determined, nearest his eighteenth birthday and to con- 
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tinue through his twenty-first birthday. Trustee shall rely on birth 
dates given it bv Council. Upon payment of the fourth such install- 
ment to a beneficiary his interest in and share of the trust funds shall 
be terminated and everything remaining in the fund, whether prin- 
cipal, interest, accrued profit or accrued income shall be held in trust 
for the beneficiaries not having received full distribution of their 
respective shares ‘at that time. In arranging its investments and 
records for such distributions to'a given beneficiary Trustee may either 
segregate distributee’s share at the time of the first payment and main- 
tain that share and its earnings separately until exhausted, or it may 
keep the fund intact and make annual distributions upon the basis of 
distributee’s pro rata share of the fund and its earnings as they shall 
appear on the various distribution dates. No change shall be made 
in this plan of distribution as such change shall be authorized by 
Grantor, and all requests for distribution shall be given the Trustee 
in the form of a copy of a’resolution or resolutions passed by the 
Council, signed by the chairman and the secretary and witnessed by 
the then Superintendent of the Jicarilla Apache Tribe of the Jicarilla 
Apache Indian Reservation, New Mexico. 


Article IT] 


Grantor may from time to time convey to Trustee other property 
or funds subject. to the approval of the Trustee, and this indenture 
shall evidence the trusts upon which such funds and any other property 
transferred to the Trustee shall be held by Trustee. Trustee may ac- 
cept, with the consent of Grantor, money or property from others, 
and hold same for named or to the named members of the Tribe who 
shall be minors at the time of such acceptance; subject to the same 
management and distribution provisions as the remainder of the trust 
estate. Beneficiaries of such additional deposits shall share in the 
trust estate and its income and profits in the ratio that their contri- 
bution bears to the total fund. 


Article IV 


As of the close of business on July 31 of each year during the life 
of this agreement Trustee shall ascertain the total value of the assets 
and cash in the trust, and shall as soén as possible thereafter allocate 
such values between the various beneficiaries in the ratio that the 
original contribution for each, plus subsequent earnings, profits and 
losses shall bear to the total fund, it being the intention of this pro- 
vision of the agreement to determine ownership of the entire fund as 
it shall exist on July 31. This allocation for each beneficiary shall 
be recorded, shall be reported to the Council, and shall determine 
the amount to be distributed to each beneficiary in the manner and 
at the times specified in Article IJ.' Any distribution to a beneficiary, 
authorized by the Council at a date other than July 31, shall be made 
on the basis of said beneficiary’s share as shown by the last such 
determination date. e 


Article V 


Should any beneficiary under. this agreement die before receivin 
full. distribution of his share of the trusts, his remaining share shall 
be returned to Grantor for distribution by Grantor to those persons 
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entitled to receive said share.; Trustee may rely upon Council’s 
instruction in making any, disbursement from the trust or trusts, and 
shall not be liable for honest error on its part made in compliance with 
such instruction. Disbursements made upon instruction of Grantor, 
through Council, are made upon. the responsibility of Grantor, but 
Trustee must know to which Sana account each disbursement 
is to be charged. 
Article VI 


Trustee shal] make written accountings to Grantor not less often 
than annually, but shall not be required to make accountings to any 
court of law. Written accountings shall include a report of receipts 
and disbursements since the Jast previous accounting, an itemized 
statement of assets and cash on hand on the accounting date, and, if 
requested by Grantor, a list of the beneficial owners and the owner- 
ship of each. 


Article VII 


In its management of the trust funds and property Trustee shall 
have all the rights of investment, reinvestment, and retention per- 
mitted fiduciaries under the laws of the State of New Mexico as they 
now exist or shall be changed or amended and may borrow from itse 
or others for the purpose of making distributions to or for beneficiaries, 
such borrowings to be secured by the assets and earnings of the trusts, 
and may invest in shares of a common trust fund if such shall be set 
up within its own bank. Trust funds awaiting investment, or distri- 
bution within one year, may be deposited in First National Bank in 
Albuquerque in a savings account. drawing the then current rate of 
interest payable on such savings accounts. 


Article VIII 


Charges to be made by Trustee for its administration of these 
trusts shall be reasonable, shall be in accordance with its published 
schedule of charges, and shall not exceed the charges made to other 
trusts of similar nature for similar services in the same period. All 
administrative charges shall be payable from the income and profits 
of the trusts, and no charges shall be assessed the Tribe, the Council 
or the deposited principal of the trusts. Trustee may, where neces- 
sary, employ attorneys and agents in the performance of its trust 
duties, and pay them out of trust income, 


Article LX 


Notwithstanding any statements to the contrary appearing in this 
agreement, this agreement shall terminate not later than the date 
coinciding with the twentieth anniversary of the death of the last of 
the grantors and beneficiaries participating in this ment at the 
time of its beginning; or such earlier date as would prevent this 
agreement from violating the laws against perpetuities. 
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IN WITNESS WHEREOF the parties have signed this instrument and 
have hereunto affixed their seals on the day and year first above 
written. 

Tue Jicarmtta APACHE TRIBE OF THE 
JICARILLA APACHE INDIAN RESERVATION, 
New Mexico. 





Chairman, Representative Tribal Council. 
Secretary, Representative Tribal Council. 


, Superintendent. 
First Nationat Bank IN ALBUQUERQUE. 
J. L. THreapcitt, 
Vice President and Trust Officer. 





Attest: 








DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 22, 1956. 
Hon. James A. Hatey, 


Chairman, Subcommittee on Indian Affairs, 
Interior and Insular Affairs Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. Haney: In accordance with your request made 
during the subcommittee hearing on H. R. 10182, a bill to amend 
section 3 of the act of May 19, 1947 (ch. 80, 61 Stat. 102), as amended, 
for the purpose of extending the time in which payments are to be 
made to members of the Shoshone Tribe and the Arapahoe Tribe of 
the Wind River Reservation in Wyoming, and for other purposes, this 
letter will supplement our earlier report dated June 5, 1956. 

As we indicated in our earlier report, we have no objection to in- 
creasing from 80 percent to 85 percent the percentage of tribal income 
that is payable per capita, provided the increased percentage is not 
applied retroactively, or to extending the period for such payments 
for an additional 10 years. 

We objected, however, (1) to the provision making the per capita 
payments immune from the lien of valid operation and maintenance 
irrigation charges owed by individual Indians, and (2) to the absence 
of a provision giving the Secretary adequate authority to protect and 
conserve the per capita funds payable to minors and incompetents. 
With respect to the irrigation charges, it should be noted that to the 
extent assessments are not collected from some Indians, the funds 
necessary to run the irrigation project must either be appropriated 
by Congress or be provided through increased assessments so that 
those who pay will pay enough to meet expenses. We feel that the 
project should be self-supporting, and that valid operation and main- 
tenance assessments should be collected out of the per capita pay- 
ments. 

The contention has been made that some of the irrigation assess- 
ments are based upon an improper classification of the land, and that 
the Secretary does not need additional authorit ak ones the 
interests of minors and incompetents. In view of the of time to 
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resolve these factual issues, the Wyoming eongressional delegation has 
suggested during informal discussions with representatives of this 
D ment that the bill extend the present law for only 2 years, 
rather than 10 years, and that the Secre report before the end of 
that time his recommendations regarding (1) the need of additional 
authority to protect the interests of minors and incompetents, and 
(2) the reclassification of irrigable lands in the project pursuant 
to a new survey for that purpose. Meanwhile, during the 2-year 
period, the Secretary would be permitted to collect irrigation assess- 
ments out of per capita payments only with respect to lands for which 
water is requested and received, and the Secretary’s right to protect 
the interests of minors and incompetents pursuant to existing law 
would be preserved. 

We have no objection to the enactment of a bill in accordance with 
this suggestion of the Wyoming con ional delegation if its scope 
is broadened slightly by authorizing the Secretary to collect out of per 
capita payments irrigation assessments against lands after they are 
determined on the basis of a current survey to be properly classified, 
and by providing for an examination of the adequacy of the tribal 
contribution to the cost of administering the reservation. 

If the committee wishes to proceed on the basis of the foregoing 
suggestion, the following amendments should be made in lieu of the 
ones recommended in our June 5 report: 

1. On page 2, lines 7 to 9, delete “85 per centum of said trust funds 
as initially established, and 85 per centum of all sums credited thereto 
during a period of twenty years from and after May 19, 1947,” and 
substitute in lieu thereof “commencing with the quarterly period 
beginning April 1, 1956, 85 per centum of all sums credited to said 
trust funds during the period ending May 19, 1959,”’. 

2. On page 2, line 12, change the second comma to a colon and 
delete the remainder of the proviso which ends on line 17. 

3. On page 2, line 23, change the period to a comma and add “and 
except as to irrigation charges owed by individual Indians to the 
United States with respect to lands for which water is requested and 
received, and with respect to lands that are determined to be properly 
classified on the basis of a survey made after June 30, 1955: Provided 
further, That nothing in this Act shall be construed to limit the 
existing authority of the Secretary to protect and conserve the per 
capita funds payable to members of the tribes who are minors, non 
compos mentis, or in the opinion of the Secretary in need of assistance 
in conducting their affairs. 2 

“Sec. 2. As a basis for determining the conditions under which 
Ee capita ge dopare may be authorized after May 19, 1959, the 

retary of the Interior is requested to report to the Congress before 
January 1, 1958: (1) his recommendations regarding any new authority 
that he believes is needed in order to protect adequately the interests 
of minors and incompetent Indians, (2) the results of a survey and 
reclassification of the lands that should be removed from the Irriga- 
tion Project, and (3) the adequacy of the tribal contribution to the 
cost of administering the reservation.” 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 
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DepartMeNntT or THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington, D. C., July 8, 1956. 
Hon. Cuarr Encte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr, Enate: Your committee has requested a report on 
H. R. 11928, a bill to amend section 3 of the act of May 19, 1947 
(ch. 80, 61 Stat. 102), as amended, for the purpose of extending the 
time in which payments are to be made to members of the Shoshone 
Tribe and the Arapahoe Tribe of the Wind River Reservation in 
Wyoming, and for other p i 

Je recommend that the bill be enacted. 

The bill was introduced as a clean bill to supersede H. R. 10182. 
It was introduced at the request of the Subcommittee on Indian 
Affairs and it includes the exact language which was submitted in our 
letter dated June 22, 1956, to Congressman Haley. That language 
was drafted to carry out a suggestion that was offered by the Wyoming 
congressional delegation for the purpose of meeting this Department’s 
objections to the original bill, H. R. 10182. e indicated in our 
June 22 letter that we have no objection to the enactment of a bill 
embodying that language, 

Sincerely yours, 
Wester A. D’Ewart, 
Assistant Secretary of the Interior. 





Executive Orrice OF THE PRESIDENT, 
Bureau oF THE BupGet, 
Washington, D. C., June 26, 1956. 
Hon. Crain Enate, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Caarman: This will refer to your request for the 
views of this Bureau concerning H. R. 10182, to amend section 3 of 
the act of May 19, 1947 (ch. 80, 61 Stat. 102), as amended, for the 
purpose of extending the time in which payments are to be made to 
members of the Shoshone Tribe and the Arapahoe Tribe of the Wind 
River Reservation in Wyoming, and for other purposes. 

This bill would extend, for a 10-year period, the authority contained 
in the act of May 19, 1947, to make per capita distribution of trust 
funds accruing to these tribes. The bill would also increase the 
percentage of distribution from 80 to 85 percent, and make such 
increased percentage retroactive to the date of the 1947 act. 

In a report which the Department. of the Interior will make to 
your committee operations under the 1947 act are explained. The 
report then discusses certain phases of the bill under consideration, 
points out objections, and recommends amendments. After a review 
of these comments and recommendations this Bureau concurs. in 
the views of the Department. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 
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The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11928. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown ip roman): 


Act or May 19, 1947 (Cu. 80, 61 Star. 102) 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Secretary 
of the Interior is hereby authorized and. directed to divide the trust 
funds on deposit in the Treasury of the United States to the joint 
credit of the Shoshone and Arapaho Tribes of the Wind River Reser- 
vation, Wyoming, including the unexpended balance of the treaty 
funds arising under section 12 of the Act of June 7, 1897 (30 Stat. 93), 
between the Shoshone Tribe and the Arapaho Tribe, crediting one- 
half of the total amount in the principal account to a principal trust 
fund account and one-half of the total amount in the interest account 
to an interest trust fund account for each tribe: Provided, That in 
dividing the funds there shall be taken into consideration in deter- 
mining the amount to be eredited to each tribe the outstanding loans 
made from joint trust funds to the Indians of each tribe. 

Sec. 2. The Comptroller of the United States, upon request of the 
Secretary of the Interior, is authorized and directed to establish a 
trust fund account -for each tribe and the Secretary of the Treasury 
shall make such transfer of funds on the books of his department as 
may be necessary to effect the purpose of section 1 of this Act: P)o- 
vided, That interest shall accrue on the principal fund only, at the 
rate of 4 per centum per annum, and shall be credited to the interest 
trust fund accounts established by this section: Provided further, 
That all future revenues derived from the Wind River Reservation 
under existing law shall be divided in accordance with section 1 of this 
Act and credited to the principal trust fund accounts established herein. 

{S«c. 3. Notwithstanding any other provision of existing law, the 
trust funds credited to the Shoshone Tribe and the Arapaho Tribe, 
respectively, under the provisions of this Act shall be available for 
expenditure or for advance to the tribe for such purposes as may be 
requested by the tribal council and approved by the Secretary of the 
Interior or such official as may be designated by him: Provided, That 
two-thirds of said trust funds as initially established, and two-thirds 
of all sums credited thereto during a period of five years from and 
after the enactment of this Act, shall be paid on the first day of Sep- 
tember and the first day of March each year, per capita, to the indi- 
vidual members of said tribes, and any sums distributed per capita 
out of the funds described in section 1 of this Act on or after April 1, 
1947, shall be taken into consideration in determining the sums to be 
distributed under this proviso to the same effect as if this Act has been 
in force on and after April 1, 1947: Provided further, That said per 
capita payments shall not be subject to any lien or claim of any nature 
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against any of the members of said tribes unless the tribal council of 
such member shall consent thereto in writing, except as to reimburs- 
able Treasury loans made to individual members of either tribe which 
may be due to the United States, and except as to irrigation charges 
owed by individual Indians to the United States, but this latter excep- 
tion shall not become operative until a report upon irrigation charges 
within the Wind River Irrigation Project has been made and becomes 
eM in accordahce with the Act of July 1, 1932 (ch. 369, 47 Stat. 
564). 

Sec. 3. Notwithstanding any other provision of existing law, the trust 
funds credited to the Shoshone Tribe and the Arapahoe Tribe, respectively, 
under the provisions of this Act shall be available for expenditure or for 
advance to the tribe for such purposes as may be requested by the tribal 
council and approved by the Secretary of the Interior or such official as 
may be designated by him: Provided, That commencing with the quar- 
terly period beginning April 1, 1956, 85 per centum of all sums credited 
to said trust funds during the period ending May 19, 1959, shall be paid 
on the first day of ay cape the first day of December, the first day of 
March, and the first day of June each year, per capita, to the individual 
members of said tribes: Provided further, That said per capita payments 
shall not be subject to any lien or claim of any nature against any of the 
members of said tribes unless the tribal council of such member shall con- 
sent thereto in writing, except as to reimbursable Treasury loans made to 
individual members of either tribe which may be due to the United States, 
and except as to irrigation charges owed by individual Indians to the 
United States with respect to lands for which water is requested and re- 
ceived, and with respect to lands that are determined to be properly classi- 
fied on the basis of a survey made after June 30, 1955: Provided further, 
That nothing in this Act shall be construed to limit the existing authority 
of the Secretary to protect and conserve the per capita funds payable to 
members of the tribes who are minors, or in the opinion of the Secretary 
in need of assistance in conducting their affairs. 


O 
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2d Session No. 2593 





AUTHORIZING THE SECRETARY OF THE INTERIOR TO CONVEY 
TO INDIAN TRIBES CERTAIN FEDERALLY OWNED BUILDINGS, 
IMPROVEMENTS, OR FACILITIES ON TRIBAL LANDS OR ON 
LANDS RESERVED FOR INDIAN ADMINISTRATION 





Jury 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enauz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 11248] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11248) to authorize the Secretary of the 
Interior to convey to Indian tribes certain federally owned ae 
improvements, or facilities on tribal lands or on lands reserved for 
Indian administration, having considered the same report favorabl 
thereon with amendment and recommend that the bill, as amended, 


do ane. 
he amendment is as follows: 
Page 2, following line 15, add a new section as follows: 


Sec. 2. For the purpose of this Act, the term “Indian” 
shall include Eskimos and Aleuts. 


EXPLANATION OF THE BILL 


The purpose of H. R. 11248, introduced by request by Congressman 

aley as a result of an executive communication from the Department 
of the Interior, is to authorize the Secretary of the Interior to convey 
to Indian tribes certain federally owned buildings, improvements, or 
facilities located on tribal lands or on lands reserved for Indian 
administration. 

The Department of the Interior has authority under the act of 
February 14, 1920 (41 Stat. 415; 25 U. S. C. 294) to sell surplus 
federally owned buildings located on tribal land on the basis of com- 
petitive bids, and to deposit the proceeds of the sale to the credit of 
the tribe, but it may not give the property to the tribe. Regulations 
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of the General Services Administration under the Federal Property 
and Administrative Services Act of 1949, require that buildings: and 
other Government-owned property excess to the needs of an agency 
be offered for other Federal use or be sold to the public as surplus. 

The enactment into public law of the provisions of H. R. 11248 
would permit the Federal Government to convey to Indian tribes 
such property as closed school buildings, unused barracks and em- 
ployee quarters, warehouses, and storage buildings. For the most 
part, these surplus buildings are not susceptible to economical moving 
without, being salvaged. yi exceptional cases where it would not. be 
in the best interest of the Government to convey the excess property 
to the tribe it would be disposed of in accordance with the provisions 
of existing law. It is the intention of the Department of the Interior 
to use the authority contained in the bill primarily where the tribal 
authorities already occupy the buildings and utilize them under a 
use permit. 

The committee members feel that the enactment of H. R. 11248 will 
tend to encourage future tribal enterprises and to make use of Govern- 
ment surplus property, much of which would otherwise deteriorate 
beyond use. 

The bill. was amended by the committee to. make.its provisions 
applicable to Eskimos and Aleuts, This is a clarifying amendment 
to remove any doubt as to the bill’s application to Eskimos and 
Aleuts, who also are under the administration of the Bureau of Indian 
Affairs and whose problems are \similar to those of Indians of the 
United States and Alaska. Departmental witnesses stated that there 
was no objection to this amendment. 

The executive communication of the Department of the Interior 
dated April 26, 1956, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 26, 1956. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D. C. 
My Dear Mr. Speaker: Transmitted herewith is a draft of a 
roposed bill to authorize the Secretary of the Interior to convey to 
ladies tribes certain federally owned buildings, improvements, or 
facilities on tribal lands or on lands reserved for Indian administration. 
We recommend that the proposed bill be referred to the appropriate 
committee for consideration and, we recommend that it be enacted. 
For many years the Bureau of Indian Affairs has issued to Indian 
tribes revocable permits for the use of federally owned. buildings, 
improvements and facilities located on tribal lands or on administrative 
reserves when such property is no longer required by the Bureau. In 
many. instances, however, the tribes are reluctant to spend any sub- 
stantial amounts of their own money for the improvement and main- 
tenance of the property which they do not own, even though they 
have the use of it. In some cases,this situation gives rise to unsatis- 
factory conditions which the Bureau finds it difficult to remedy. 
As the Indians progress. toward the goal of managing their own 
affairs; the need for more suitable places for, their council meetings 
and community activities becomes evident. For example, as the tribes 
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take on the responsibility of maintaining law and order on the reserva- 
tions, the Government-owned jails must necessarily be utilized; in 
some instances closed school buildings can be used by a tribe for 
community p ; in other instances closed employee quarters 
can be utilized y the Indians; in still other instances closed dairy 
barns can be used for tribal enterprises. There are many tribal needs 
for Government-owned excess property that cannot be economicall 
utilized off its original location, and requests for conveyance of deck 
rope. to the tribes are increasing. 

he Department has authority under the act of February 14, 1920 
(41 Stat. 415, 25 U.S. C. 294), to sell surplus federally owned buildings 
located on tribal land on the basis of competitive bids, and to deposit 
the proceeds of the sale to the credit of the tribe, but it may not give 
the property itself to the tribe. In many instances the property would 
be more useful to the tribe than the proceeds of a sale. The tribe 
could, of course, bid for the property if it were offered for sale, and as 
the tribe would be assured of recovering its purchase price it could 
safely submit a bid sufficiently high to be clearly the highest bid. 
Although the net effect would be equivalent to a gift of the property 
to the tribe, the procedure is eumbersome and the tribe could not be 
sure that its bid would be the high one. Moreover, the procedure is 
not available to tribes that have no funds. 

Regulations of the General Services Administration under the 
Federal Property and Administrative Services Act of 1949, require 
that buildings and other Government-owned property excess to the 
needs of an agency be offered for other Federal use or be sold to the 
public as surplus. The buildings on tribal lands or administrative 
reserves that are no longer required for Bureau use cannot, except 
on rare occasions, be transferred to another agency or sold to the 

ublic or a non-Indian and remain on the premises. Although a 
puilding may be of considerable value to the Indians if utilized in 
its present location, it may have no commercial value, except possibly 
for salvage, if it must be dismantled and moved. The cost of moving 
buildings of stone, brick, adobe, or other masonry construction would 
ordinarily be greater than the original cost of construction. Most 
frame buildings that may become excess to the needs of the Bureau 
would have little, if any, commercial value if they were moved from 
their location. Bureau installations on tribal lands or administra- 
tive reserves are generally far removed from urban areas, and even 
if they were movable or salvageable the isolation factor would make 
a transfer of surplus buildings to another Federal agency impractical 
and expensive in most instances. 

There are exceptions, of course, and it may not always be in the 
best interests of the Government to convey excess buildings to the 
tribe. In such circumstances the property would be disposed of in 
accordance with the provisions of existing law. If the bill is enacted 
the authority contained therein will be used ban ahe where the tribal 
authorities already occupy the buildings and utilize them under a use 

ermit. 

. By the act of June 4, 1953 (67 Stat. 41, 25 U.S. C. 293a), Congress 
authorized the gift of surplus Federal Indian school properties to local 
governmental agencies for use for public purposes. The authoriza- 
tion in the proposed legislation to convey to an Indian tribe surplus 
Federal property that is located on the tribe’s land or on land reserved 
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for the administration of its affairs, that was acquired for the benefit 
of the tribe, and that is needed by the tribe, even a stronger 
justification. 

The enactment of the bill will tend to encourage future tribal 
enterprises and assist materially in attaining the objective of terminat- 
ing ederal supervision. 

he Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed bill to the Congress. 
Sincerely yours, 
Wester A. D’Ewarrt, 
Assistant Secretary of the Interior. 


A BILL To authorize the Secretary of the Interior to convey to 
Indian tribes certain federally owned buildings, improvements, or 
facilities on tribal lands or on lands reserved for Indian administra- 
tion 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Secretary of the Interior is authorized to convey to any 
Indian tribe, band, or group, by such means as he may deem 
appropriate, title to any federally owned buildings, improve- 
ments, or facilities (including any personal property used in 
connection with such buildings, improvements, or facilities) 
that are situated on lands of such tribe, band, or group or on 
lands reserved for the administration of its affairs, and that 
are no longer required by the Secretary for the administra- 
tion of Indian aftaire. ye tribe, band, or group to which 
property is conveyed pursuant to this Act may dispose of such 
property whenever its governing body determines that the 
property is no longer needed for its use. If, at any time 
while property conveyed pursuant to this Act remains in the 
ownership of any Indian tribe, band, or group, the Secretary 
of the Interior determines that such property is not being 
adequately maintained or properly utilized by such tribe, 
bahay or group or that the property creates a health or safety 
hazard or other undesirable condition, he may declare a for- 
feiture of the conveyance and the title to such property shall 
thereupon revert to the United States. Such determination 
by the Secretary shall be final. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 11248. 
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AUTHORIZING APPOINTMENT OF UNITED STATES COM- 


MISSIONERS FOR CUMBERLAND GAP NATIONAL 
HISTORICAL PARK 





Juuy 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Quia.ey, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 3180) 


The Committee on the Judiciary, to whom was referred the bill 
(S. 3180) to amend title 28 of the United States Code to authorize 
the appointment of two United States commissioners for Cumberland 
Gap National Historical Park, having considered the same, report 
favorably thereon without amendment and recommend that the 
bill do pass. 


PURPOSE OF THE BILL 


S. 3180 authorizes the appointment of two United States commis- 
sioners for Cumberland Gap National Historical Park, and accord- 
ingly amends section 631 (a), title 28, United States Code. 


GENERAL STATEMENT 


Cumberland Gap National Historical Park was established on 
December 14, 1955, and extends over three States, namely, Kentucky, 
Tennessee, and Virginia. More than one-half of the area of the park 
is located in Kentucky. 

Under the provisions of the bill, authority is granted to appoint a 
United States commissioner with jurisdiction in the park area lying in 
Kentucky. That commissioner would be appointed by the District 
Court for the Eastern District of Kentucky. 

Authorization is also given for an appointment of a second com- 
missioner over the area of the park located in eastern Tennessee and 
western Virginia. That appointment would be made by the joint 
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action of the District Courts for the Eastern District of Tennessee 
and the Western District.of Virginia. .. re 4 

The committee has been informed through the Office of the Director 
of the Administrative Office of the United States Courts that the 
judicial councils of the sixth and the fourth circuits, wherein the 
park is located, have approved the provisions of this bill. 

Under existing law relative to the appointment of United States 
commissioners, authorization has been given for the appointment of 
commissioners in several national parks. In the 82d Congress, Public 
Law 477 (66 Stat. 509), amended section 631 (a) of title 28, United 
States Code, by authorizing the appointment of two park commis- 
sioners for the Great Smoky National Park which is located in North 
Carolina and Tennessee. 

The primary duties of a United States park commissioner appointed 
pursuant to section 631 (a) of title 28, United States Code, is to try 
petty offenses committed within national parks and also to try and 
determine complaints in proceedings for penalties and forfeitures 
prescribed by law for violations of statutes or regulations respecting 
such park. Thus, these commissioners are in a position to relieve the 
United States district judge of many of the cases which otherwise 
would be handled by the district court wherein the park is located. 

Attached hereto as a part of this report is a letter from the Depart- 
ment of Justice dated June 1, 1956, addressed to the Honorable James 


E. Murray, chairman, Committee on Interior and Insular Affairs, 
United States Senate. 


DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ArrorNey GENERAL, 


Washington, D. C., June 1, 1956. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 3180) to amend title 
28 of the United States Code to authorize the appointment of two 
nites States commissioners for Cumberland Gap National Historical 

ark. 

The bill would provide for the appointment of two United States 
commissioners for Cumberland Gap National Historical Park, one, 
whose jurisdiction would be limited to the portion of the park situated 
in Kentucky, to be appointed by the District Court for the Eastern 
District of Kentucky; and the other, whose jurisdiction would be 
limited to the portion of the park situated in Tennessee and Virginia, 
to be appointed by joint action of the District Courts for the Eastern 
District of Tennessee and the Western District of Virginia. 

Whether the bill should be enacted involves a question of policy 


concerning which this Department prefers to make no recommenda- 
tion. 


It is assumed that the committee has requested the views of the 


Administrative Office of the United States Courts concerning the 
proposal. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 


Sincerely, 
Wituiam P. Rogers, 


Deputy Attorney General. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets, 
existing law in which no change is proposed by enactment of the bill 
here reported; present pores proposed to be stricken are enclosed 


in black brackets; and new provisions proposed to be inserted are 
shown in italic. 


Section 631, Titte 28, Unirep States Cops 


§ 631. Appointment and tenure. 


(a) Each district court shall appoint United States commissioners 
in such number as it deems advisable. 

One United States commissioner may be appointed for each of the 
following-named national parks: Big Bend, Crater Lake, Glacier, 
Hawaii, Isle Royale, Lassen, Mesa Verde, Mammoth Cave, Mount 
Rainier, Olympic, Rocky Mountain, Sequoia, Shenandoah, Yellow- 
stone, and Yosemite and may also be known as a national park com- 
missioner. If such park extends into two or more districts, the 
appointment shall be made by joint action of the district courts of 
such districts. The national park commissioner for the Sequoia 
National Park shall also be the national park commissioner for Kings 
Canyon National Park. 

Two United States commissioners may be appointed for Great 
Smoky Mountains National Park. One, whose jurisdiction shall be 
limited to the portion of the park situated in Tennessee, shall be 
appointed by the district court for the eastern district of Tennessee; 
the other, whose jurisdiction shall be limited to the portion of the 
park situated in North Carolina, shall be appointed by the district 
court for the western district of North Carolina. 

Two United States commissioners may be appointed for Cumberland 
Gap National Historical Park. One, whose jurisdiction shall be limited 
to the portion of the park situated in Kentucky, shall be appointed by the 
District Court for the Eastern District of Kentucky; the other, whose 
jurisdiction shall be limited to the portion of the park situated mm Ten- 
nessee and Virginia, shall be appointed by joint action of the District 
oo for the Eastern District of Tennessee and the Western District of 

irginia. 

Each appointment shall be entered of record in the district court, 
and notice of such appointment shall be given at once by the clerk of 


such court to the Director of the Administrative Office of the United 
States Courts. 
O 
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REAUTHORIZING CONSTRUCTION BY THE SECRETARY 
OF THE INTERIOR OF FARWELL UNIT, NEBRASKA, OF 
THE MISSOURI RIVER BASIN PROJECT 





Juty 3, 1956—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enatez, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 7435] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7435) to reauthorize construction by the 
Secretary of the Interior of Farwell unit, Nebraska, of the Missouri 
River Basin project, having considered the same, report favorably 


thereon with amendments and recommend that the bill as amended 
do pass. 


he amendment is as follows: 
Page 2, line 12, change the period to a colon and add the following 
proviso: 
Provided, That any contract entered into under section 9, 
subsection (d), of the Reclamation Project Act of 1939 
(53 Stat. 1187, 1193, 43 U.S. C., sec. 485 (h)) for payment 
of those portions of the costs of constructing, operating, and 
maintaining the Farwell unit which are allocated to irrigation 
and assigned to be repaid by the contracting organization 
may provide for the repayment of the portion of the con- 
struction cost assigned to any project contract unit or, if the 
contract unit be divided into two or more irrigation blocks, 
to any such block over the period specified in said section 
9 (d) or as near thereto as is consistent with the adoption and 
operation of a variable payment formula which, being based 
on full repayment within the porns stated under normal 
conditions, permits variance in the required annual payments 
in the light of economic factors pertinent to the ability of the 
organization to pay. 
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Page 2, line 17, add a new sentence reading as follows: 


The Secretary is authorized to transfer to the Department 
of Agriculture from funds available for construction of the 
Farwell unit such sums as are reasonably required to con- 
struct necessary water management and channel works as 
hereinbefore provided. 


PURPOSE 


This legislation would reauthorize the Secretary of the Interior to 
construct and operate the Farwell unit of the Missouri River Basin 

roject. The Farwell unit was originally authorized by the act of 

ecember 22, 1944. Detailed investigations subsequent to the 
original authorization have resulted in a major change of plan, making 
it desirable that reauthorization be obtained. The Farwell unit 
would be integrated physically and financially with the other Federal 
works in the Missouri River Basin. 


DESCRIPTION OF THE PROJECT 


The Farwell unit, as now considered, is described in the Depart- 
ment’s report on the unit, approved by Secretary of the Interior 
Seaton on June 15, 1956, and transmitted to the Congress on July 2, 
1956. The Farwell unit will provide water for the irrigation of 
52,530 acres of land which is presently dry farmed in central Nebraska. 
The water supply will be diverted from the Middie Loup River and 
conveyed to the off-stream Sherman Reservoir where it will be stored 
for release as needed to the project lands. The project lands are 
well suited to irrigated agriculture. The irrigation of these lands 
will result’ primarily in increased production of livestock feed and 
thereby will stabilize and expand the existing economy. 

The Soil Conservation Service of the Department. of Agriculture 
has cooperated with the Bureau of Reclamation of the Department 
of the Interior in development of the project plan. Due to the highly 
erodible nature of the soils, special measures were found necessary to 
prevent the natural runoff from the area as augmented by wrigation 
return flows from gullying or otherwise damaging the project lands 
and adjacent areas. These measures have been designed and will 
be installed by the Soil Conservation Service. 

The landowners in the project area have cooperated in the investi- 
gations and have formed organizations qualified to contract with the 
United States for repayment of the costs within their ability to repay 
and to assess adjacent urban areas in recognition of the indirect and 
intangible benefits which they will receive. 

Prior to submission to the Congress, the report of the Department 
of the Interior was submitted to the States of the Missouri River 
Basin and to the Departments of the Army, Agriculture, Commerce, 
and to the Federal Power Commission for their review and comments. 
The comments of the reviewing States and agencies have all been 
favorable to the project or offer no objection. Governor Anderson 
of Nebraska, the State in which the project is located, approved the 
Department’s report and urged early authorization and construction 
of the Farwell unit. 
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AGRICULTURAL ASPECTS 


General crop-livestock dryland farming is the principal type of 
agriculture in the project area. Under irrigation there. will . un- 
doubtedly be a shift away from crops presently in surplus to a. more 
intensive croppi attern. It is anticipated that 87 percent of the 
total acreage will be in small grains, pasture, and forage. It is 
expected that there will be a considerable decrease in corn, oats, and 
barley acreage and that wheat, acreage will be entirely eliminated. 
On the other hand, more than 50 percent of the area is expected to 
go into irrigated pasture, alfalfa, sugar beets and other high value 
crops. 


ECONOMIC ASPECTS 


The economic and financial studies of the Farwell unit indicate 
that it is one of the more favorable and justifiable units of the Mis- 
souri River Basin project. The Farwell unit is estimated to cost 
$30,534,000 of which $29,348,100 is allocated to irrigation and is 
fully reimbursable. $1,185,900 is allocated to the nonreimbursable 
purposes of flood control, fish and wildlife, and recreation. It is 
estimated that the water users’ payments and tax revenues from 
adjacent areas would amount to $11,860,000 over a 40-year period. 
The remainder of the construction costs would be derived from other 
revenues of the Missouri River Basin project. A recent reanalysis of 
the Missouri River Basin project economics indicates that the basin- 
wide net revenues will be adequate to pay all reimbursable costs, 
including those of the Farwell unit which are beyond the ability of the 
water users to repay. Economic justification for the unit is demon- 
strated by the fact that the overall benefits exceed the costs by a 
ratio of 1.88 to 1. 

REPORT OF THE DEPARTMENT 


As mentioned hereinbefore, the planning report of the Department 
of the Interior recommending authorization and construction of the 
Farwell unit was transmitted to the Congress on July 2, 1956. There 
are included below the Department’s transmittal letter to the Speaker 
of the House, dated July 2, 1956, the comments of the Bureau of the 
Budget, dated July 2, 1956, Secretary Seaton’s letter to the President, 
dated June 15, 1956, and Commissioner Dexheimer’s letter reports to 
the Secretary, dated May 14, 1956, and November 28, 1955. 


DEPARTMENT OF THE INTERIOR, 
OFFICE oF THE SECRETARY, 
Washington, D. C., July 2, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
Washington, D. C. 

My Drar Mr. Speaker: The ropes of the Department of the 
Interior on the Farwell unit, Nebraska, of the Missouri River Basin 
project is transmitted herewith for your consideration, pursuant to 
the provisions of section 9 (a) of the Reclamation Project Act of 1939. 

The Farwell unit was described in this Department’s report on the 


Missouri River Basin project (S. Doc. 191, 78th Cong.), upon which 
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the project authorization was based, and as such is considered an 
authorized unit. More detailed investigations subsequent to au- 
thorization of the project (by the Flood Control Acts of December 22, 
1944, July 24, 1946, and May 17, 1950) have resulted in a major 
change of plan and increase of acreage for the Farwell unit, makin 
it desirable that reauthorization be obtained. This report is design 
to support a request for reauthorization of the unit. 

The Farwell unit is proposed to provide a surface water su ply and 
facilities to irrigate some 52,530 acres of land in central Nebraska. 
The engineering and economic feasibility of the unit is demonstrated 
in the basic report of the regional director, as concurred in by the 
Commissioner of Reclamation. Practically the entire estimated 
construction cost of $30,534,000 is allocated to irrigation and will be 
repaid by direct contract with the water users and revenue from 
other units of the Missouri River Basin project, in accordance with 
reclamation law. The plan was developed in cooperation with the 
Department of Agriculture, which agency will also participate in the 
construction activities. 

Copies of this Department’s proposed report were transmitted to 
the affected States, and to the agencies represented on the interagency 
committee on water resources for comments. Copies of the official 
comments which have been received are enclosed. 

The report and copies of all comments were transmitted to the 
President. Enclosed is a copy of the letter of comments from Robert 
E. Merriam, Assistant to the Director of the Bureau of the Budget. 

Sincerely yours, 
Frep G. AANDAHL, 
Secretary of the Interior. 





Executive Orrick OF THE PRESIDENT, 
Bureau OF THE BupcGet, 
Washington, D. C., July 2, 1956. 
The honorable the SecreTARY OF THE INTERIOR. 


My Dear Mr. Secretary: This is in reply to your letter of June 15, 
1956, submitting your report on the Farwell unit, Nebraska, Missouri 
River Basin project, and requesting advice as to its relationship to 
the program of the President. 

Althou h the Farwell unit was included in the comprehensive plan 
for the Missouri River Basin project major changes have been made 
in the size and scope of the unit which make it desirable that reauthor- 
ization be proposed. The Farwell unit as presently planned would 
provide water for irrigation of 52,530 acres of land in central Nebraska. 
Principal features of the unit would be diversion works on the Middle 
Loup River; a feeder canal 11.5 miles in length; a dam and reservoir 
to provide initial storage capacity of 69,000 acre-feet; about 86 miles 
of canals; 325 miles of teaala: and 25 pumping plants. The plan of 


development also provides for surface drainage measures recom- 
mended by the Soil Conservation Service of the Department of 
Agriculture. 
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The estimated construction cost of the unit, based on 1955 prices, 
is $30,534,000 and is tentatively. allocated as follows: 











Reimburs- Nonreim 

able bursable 
PS <.. cso teat non athnccas tule ckbcamaspeneanbedrat epeniceoimaimnomiaaien $29, 348, 100 |..........._.. 
CN ils han bin ST pe tbdn ce dnca hb ibipe ct cimdbbdeobeed bids ndbeeedi ds $259, 600 
FS thal Ranga aai ce Ria NE Stile Oe EE ie ER, SN SIS Ee 869, 800 
FS 4 -Sociewedabicn dlSs Udebelblahds sb buss ebenae cdecusbbaseedsoducdisstaccccaaves 56, 500 
EE ids Danclenaashinawsasnbusresininteistnatiaatniman ham radiniaiianciisn aa 29, 348, 100 1, 185, 900 











The report states that the benefit-cost ratio on a 50-year period 
of analysis is 0.53 considering only direct benefits and 1.46 using total 
benefits. Based on a 100-year period of analysis, these ratios are 
stated to be 0.67 and 1.88, respectively. Estimates of repayment 
capacity and net ad valorem taxes to be levied by the existing Loup 
Basin Reclamation District indicate that local interests could repay 
& maximum of $11,860,000 or 41 percent of the reimbursable costs 
in a 40-year period. The report states that net power revenues of 
the Missouri River Basin project will be sufficient to repay well within 
the useful life of the works the reimbursable costs which are beyond 
the repayment ability of the water users. 

From the information included in the report, it appears that the 
fish and wildlife and recreational features of the Farwell unit would 
be of local rather than national significance. On this basis, we believe 
that the costs of these improvements should not be borne in their 
entirety by the Federal Government. Furthermore, we believe that 
the costs of preventing damages to existing fish and wildlife resources 
and the costs of minimum recreational facilities should be treated as 
part of the overall costs and allocated to the basic purpose of the 
improvement. 

he Bureau of the Budget also believes that, if the Congress should 
reauthorize the unit, initiation of construction should be made con- 
tingent upon execution of repayment contracts generally consistent 
with the estimates of repayment capacity contained in the report. 
If these contracts include a variable payment plan as proposed in 
the report, we believe that they should also include a requirement 
that full repayment be accomplished within not more than 50 years. 

Subject to your consideration of the above comments, you are 
advised that there would be no objection to the submission of the 
report to the Congress. However, no commitment can be made at 
this time as to when any estimate of appropriation would be submitted 
for construction of the Farwell unit, ie reauthorized by the Congress, 
since this would be governed by the President’s budgetary objectives 
as determined by the then prevailing fiscal situation. 

Sincerely yours, 


Rosert E. Merriam, 
Assistant to the Director. 
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DEPARTMENT OF THE INTERIOR, 
OrrFiczk oF THE SECRETARY, 
Washington, D. C., June 15, 1956. 
The PresipEnt, 


The White House, Washington, D. C. 
(Through Bureau of the Budget.) 


My Dear Mr. Presipent: My report on the Farwell unit, Ne- 
braska, Missouri River Basin project, is transmitted herewith for 
your consideration, pursuant to the provisions of section 9 (a) of the 
Reclamation Project Act of 1939. 

The Farwell unit was described in this Department’s report on the 
Missouri River Basin project (S. Doc. 191, 78th Cong.), upon which 
the project authorization was based, and as such is considered an 
authorized unit. More detailed investigations subsequent to author- 
ization of the project (by the Flood Control Acts of December 22, 
1944, July 24, 1946, and May 17, 1950) have resulted in a major 
change of plan and increase of acreage for the Farwell unit, making it 
desirable that reauthorization be obtained. This report is healed: to 
support a request for reauthorization of the unit. 

As now conceived, the Farwell unit will provide water for irrigation 
of 52,530 acres of land which is presently dry-farmed in central 
Nebraska. The water supply will be diverted from the Middle Loup 
River and conveyed to the offstream Sherman Reservoir; there it 
will be stored for release as needed to the project lands. Due to the 
highly erodible nature of the soils, special measures were found neces- 
sary to prevent the natural runoff from the area as augmented by 
irrigation return waters from gullying or otherwise damaging the 
project lands and adjacent areas. These measures have been designed 
and will be installed by the Soil Conservation Service, Department of 
Agriculture. Many other agencies of the Federal and State govern- 
ments also have contributed data and assistance in evolving the plan. 

The project lands, with proper provisions for soil conservation, are 
well suited to irrigated agriculture. The landowners have cooperated 
in the investigations and have formed organizations qualified to con- 
tract with the United States for repayment of the costs within their 
ability to repay, and to assess adjacent urban areas in recognition of 
the indirect benefits they will receive. Irrigation in this area will 
result primarily in increased production of livestock feed and thereby 
stabilize and expand the existing economy. 

The total estimated construction cost is $30,534,000, of which 
$29,348,100, or 96 percent, is tentatively allocated to irrigation. 
Comparatively small nonreimbursable allocations of cost have been 
made in recognition of incidental project benefits to flood control, 
recreation, and fish and wildlife conservation. Water users’ pay- 
ments and tax revenues from adjacent areas are estimated at $11,- 
860,000 for a 40-year period. The remainder of the construction 
cost will be derived from other revenues of the Missouri River Basin 
project. Should the contract negotiations result in agreement upon 
a somewhat different repayment figure, the amount of assistance from 
the Missouri River Basin project would be correspondingly affected. 
Analyses of the Missouri River Basin project indicate that basinwide 
net revenues will be adequate to meet these requirements of the Far- 
well unit. Economic justification for the unit is demonstrated by the 
overall benefit-cost ratio, which on the basis of total benefits over a 
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100-year period is 1.88 to 1. Based on a 50-year period of analysis 
the ratio of benefits to costs is 1.46 to 1 for all benefits and 0.53 to 1 
for direct irrigation benefits only. 

My report has been transmitted to all the affected States and to 
the Secretary of the Army for their consideration and recommendation 
in accordance with the Flood Control Act of 1944. It was sent also 
to the State of Nebraska for the comments of the head of the agency 
exercising administration over the wildlife resources of that State, 
and to the Departments of Agriculture, Commerce, Labor, and 
Health, Education, and Welfare, and the Federal Power Commission 
in accordance with interagency agreements. Comments have been 
received from all the States and agencies whose interests would be 
significantly affected, and copies of these comments are enclosed with 
the report. 

I shall appreciate having advice concerning the relationship of the 
Farwell unit to your program. If you concur, the report will be 
forwarded to the Congress for its consideration and possible action 
during the current session of the 84th Congress. 

Sincerely yours, 
Frep A, Seaton, 
Secretary of the Interior, 


DEPARTMENT OF THE INTERIOR, 
Bureau or RECLAMATION, 
Washington, D. C., May 14, 1956. 
The Secretary OF THE INTERIOR. 

Str: This is my report on the Farwell unit, Nebraska, Missouri 
River Basin project. It is based upon, and includes, the proposed 
report on this project which was approved and adopted by former 
Secretary Douglas McKay on January 30, 1956. 

Copies of the proposed report were transmitted to the affected 
States of the Missouri River Basin and the Secretary of the Army 
in accordance with the provisions of section 1 (c) of the Flood Control 
Act of 1944 and to the State of Nebraska for comments from the head 
of the agency exercising administration over the wildlife resources of 
that State in aecordance with the provisions of the act of August 
14, 1946. Copies of the report were sent also to the agencies repre- 
sented on the Tntdb-diency Committee on Water Resources for their 
comments. Comments have been received from all States, except the 
State of North Dakota, which would not be affected directly by the 
project, and from the Department of the Army, Agriculture, and 
Commerce, and the Federal Power Commission. Copies of all letters 
of comment received are attached to and made a part of the ve sr 

The comments of the reviewing States and agencies have all been 
favorable to the project or off no objection. Governor Anderson, 
of Nebraska, transmitting a summary of the views of the various 
agencies of the State, approved the report and urged that the Farwell 
unit be placed in a tion to secure funds for early construction. 
The comments of the: epartment of Agriculture, which will cooperate 
in the construction and in establishment of production on the farms, 
expressed approval of the coordination between the departments in 
the investigation and planning of this unit. 

Since none of the comments received was critical of the report or 
the proposed plan of development, we believe the present report on 
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Farwell unit is satisfactory, and that no revision of the proposed 
report is necessary or desirable. 

Accordingly, I recommend that you approve and adopt this report 
as your report on the Farwell unit, Nebraska, Missouri River Basin 
project, and that you transmit it, together with the attached com- 
ments and basic documents, to the President and subsequently to the 
Congress with acta recommendation for reauthorization of the unit. 

Respectfully, 
W. A. DeExHEIMER, 
Commissioner. 

Approved and adopted June 15, 1956. 

Frep A. SEATON, 
Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
Bureau OF RECLAMATION, 
Washington, D. C., November 28, 1956. 
The SecrETARY OF THE INTERIOR. 


Sir: This is my proposed report on a plan of development for the 
Farwell unit, Nebraska, Missouri River Basin project. It is based 
upon the accompanying report of the regional director at Denver, 
Colo., dated September 1955, with its substantiating materials. The 
regional director’s report has been coordinated at field level with the 
various local, State, and Federal agencies having interests in the pro- 
posal. The substantiating materials include synopses of reports on 
fish and wildlife and recreational aspects of the unit, prepared by the 
Fish and Wildlife Service and the National Park Service, respectively. 
Extensive use was also made of data provided by the Geological Sur- 
vey and the Bureau of Land Management. The Soil Conservation 
Service, Department of Agriculture, cooperated in the investigations 
and prepared a section of the report. 

The original report on the Missouri River Basin project (S. Doc. 
No. 191, 78th Cong.) included a proposed Farwell unit of 15,000 acres, 
embracing some of the same lands now proposed, and utilizing waters 
of the Middle Fork, Loup River. The present plan involves much 
more land (52,530 acres) and an additionel storage dam and reservoir. 
These changes are of such magnitude as to warrant seeking reauthor- 
ization of the unit. Bills have been introduced in the Congress (H. R. 
7154, H. R. 7435) to accomplish this reauthorization. 

Two districts, the Loup Basin Reclamation District, encompassing 
the Sargent and Farwell units, and the Farwell Irrigation District, 
have been formed in accordance with State law. Officials of both 
districts have manifested their interest and desire for immediate irti- 
gation development and their willingness to negotiate contracts for 
urigation service. The enthusiastic support of the local interests and 
the absence of any substantial opposition to the proposal augurs well 
for a successful unit. 

Diversion of the flows of the Middle Loup River will supply water 
for the irrigation of 52,530 acres of new land in Howard and Sherman 
Counties, Nebr. Diversion of irrigation water and removal of sedi- 
ment will be accomplished at the Arcadia diversion works to be 
constructed on the Middle Loup River about 8% miles above Arcadia 
Nebr. Water will be diverted through the Sherman feeder cana 
into Sherman Reservoir, which will be located on Oak Creek. Off- 
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season flows would be stored in this reservoir for release during the 
irrigation season as needed to assure the lands an adequate water 
supply. Three principal and 2 lesser canals and 25 pumping 
plants, together with their attendant lateral systems, would be re- 
quired to properly distribute the water to the irrigable land. 

The irrigable lands are located in central Nebraska on relatively 
level upland plateaus and alluvial plains. The lands are aroriyond 
fertile, well drained, and in all respects well suited to sustained hig 
yields under irrigation. The texture of the soils is such as to m 
them highly susceptible to erosion, making it essential that a well 
planned and executed surface drainage program for disposal of excess 
water be installed simultaneously vith e irrigation works. The 
lands are now used primarily for dry land corn, grains, and fodder, 
with livestock and livestock products being the principal sources of 
income. Under irrigation, greater emphasis will be placed sm 
livestock feed and pasture, with opportunities for more specialized or 
dual-purpose crops such as sugar beets. No public lands or Govern- 
ment-acquired lands will be available for settlement, but readjust- 
ments of ownerships and land boundaries may result in 110 new family- 
sized farm units. 

The estimated cost of the Farwell unit, based upon prices prevailing 
in January 1955, is $30,534,000. This total includes $1,200,000 for 
improvement and protection of natural drains and channels against 
the erosive forces of the return-flow waters from the project. This 

hase of the work is closely allied to the normal program of the Soil 

‘onservation Service, which has cooperated in the lanning of the 
project and which will perform those functions with project funds 
transferred to it for that purpose. It is also anticipated that the Soil 
Conservation Service will accelerate its program of on-farm technical 
assistance and planning and other forms of assistance to the farmers 
to keep pace with this development. Such assistance to farmers is 
essential to the success of any irrigation enterprise. 

The construction cost also includes $29,200 for specific fish and 
wildlife facilities and $56,500 for minimum basic recreational facilities. 

Adequate allowances are made in the annual cost computations to 
provide for operation and maintenance of the project works, replace- 
ment of facilities when necessary due to normal wear and depreciation 
or obsolescence, and an emergency repair fund to take care of unfore- 
seeable problems. 

The total project benefits, after appropriate adjustment for negative 
benefits and the 5-year development pikiod. are computed at 
$1,817,700 annually. Corresponding annual costs total $968,800 
annually. These es result in an overall benefit-cost ratio of 
1.88 to 1.0. If direct benefits only are used the ratio is 0.67 to 1.0. 
The foregoing calculations are based on an evaluation period of 100 

ears. If such calculations are made on a 50-year basis the project 
enefit-cost ratio would be 1.46 to 1. Utilizing only direct irrigation 
benefits the ratio would be 0.53 to 1. 

In the tentative allocation of construction costs, specific costs and 
the share of joint costs allocated to flood control and to fish and 
wildlife conservation and the specific costs of minimum basic recrea- 
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tion facilities are considered nonreimbursable. All other project 
costs are allocated to irrigation. The allocation of costs is as follows: 





Wrists. iss ae. FOSS Gee eee oe $29, 348, 100 
Kigod: bobieel se ccccsece- lateidi uddliicii bi vite lie aa 259, 600 
Fish and: wihdille <3 4:3 Jin nd< pasha sind eek) acini wide en. tbe 869, 800 
ES ERNE IIP PATE fi EN TIED VANE NRC ANTS ROE MEY Se 56, 500 

Total construction cost_..2...-.2 25522 -2Ll Apt pal 30, 534, 000 


The annual payment capacity for all lands on the unit is computed 
to average $8.10 an acre. Annual operation, maintenance, and 
replacement costs, including the cost of pumping energy, are $2.80 an 
acre. The average annual amount available for water charges 
(amortization capacity is $5.30 an.acre. The use of a variable annual 
payment plan is proposed whereby the annual payment would be 
aciores to fit economic conditions. 

f 100 percent of payment capacity is utilized, $11,160,000 of the 
construction costs could be retired in 40 years. The actual amount 
of annual payment is subject to negotiation. Net ad valorem tax 
revenues from the reclamation district amounting to $17,500 annually 
mey be added to the water users’ payments, bringing the total maxi- 
mum repayment to $11,860,000 for a 40-year period, Inasmuch as 
these returns will not retire the entire cost allocated to irrigation for 
eaters assistance will be required from other revenues of the 
Missouri River Basin project. Should the contract negotiations 
result in agreement on less than 100 percent of payment capacity, 
the figures on repayment and assistance needed would be proportion- 
ately affected. These figures would also be affected by any additional 
returns from the water users if payments on account of the water- 
supply facilities are made beyond the initial 40-year period. Analyses 
of the Missouri River Basin project indicate that the basinwide net 
revenues will be adequate to pay all reimbursable costs, includin 
those of the Farwell unit, in a period of time well within the usefu 
life of the works. 

Since the recreation use of Sherman Reservoir will be primarily of 
a local nature, it is anticipated that administration of the proposed 
recreation development areas, the water surface, and all lands not 
needed for the primary project purpose or for fish and wildlife manage- 
ment, will be transferred to an appropriate State or local Recney. 
Lands for fish and wildlife management purposes will be made available 
to the Nebraska Game, Forestation, and Parks Commission. Nego- 
tiations leading toward a final operating plan for all purposes will 
involve agreement among the Bureau of Reclamation, the Fish and 
Wildlife Service, the National Park Service, the Nebraska Game, 
Forestation, and Parks Commission, and local interests. I adopt 
recommendations 2 through 9 of the appended report of the Fish and 
Wildlife Service, as qualified in paren 50 of the regional director’s 
report and as clarified above, and the recommendations of the National 
Park Service as stated in its report. 

I concur in the recommendations of the regional director. The 
entire plan under these recommendations would be authorized to the 
Department of the Interior with provision for participation by the 
Department of Agriculture. Funds necessary for the Soil Conserva- 
tion Service water disposal work would be transferred by Interior to 
that agency as required. It is anticipated that other phases of Soil 
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Conservation Service work, such as on-farm technical assistance, 
would be accomplished under an expedited program on a nonreim- 
bursable basis. 

Subject, of course, to consideration of comments received, I recom- 
mend that you approve and adopt this report as your proposed 
report and that you authorize its transmittal to the governors of the 
affected States of the Missouri River Basin and to the Secretary of 
the Army in accordance with the requirements of the Flood Control 
Act of 1944; to the Governor of Nebraska for any report and recom- 
mendations which the head of the agency exercising administration 
over the wildlife resources of that State may wish to make in accord- 
ance with the provisions of the act of August 14, 1946 (60 Stat. 1080) ; 
and to the Federal agencies represented on the Inter-Agency Com- 
mittee on Water Resources for their comments. Upon receipt of 
replies in response to these transmittals, copies of the report, together 
with comments which are received, will be submitted for your further 
consideration and appropriate action. 

Respectfully, 
W. A. DexHEIMeER, 
Commissioner. 
Approved and adopted January 30, 1956. 


Dovetas McKay, 
Secretary of the Interior. 
COMMITTEE’S RECOMMENDATION 


The committee believes that the Farwell unit is a sound develop- 
ment from a physical and economic standpoint and is a desirable 
addition to the Missouri River Basin project. The committee, 
therefore, recommends that H. R. 7435, as amended, be enacted. 


O 
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84TH CONGRESS HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2596 





PROVIDING FOR THE MAINTENANCE OF PRODUCTION OF TUNG- 
STEN, ASBESTOS, FLUORSPAR, AND COLUMBIUM-TANTALUM IN 
THE UNITED STATES, ITS TERRITORIES, AND POSSESSIONS 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Encue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 3982] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3982) to provide for the maintenance of production 
of tungsten, asbestos, fluorspar, and columbium-tantalum in the 
United States, its Territories, and possessions, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendment is as follows: 


Strike out all after the enacting clause and insert the following: 


That this Act may be cited as the “Domestic Tungsten, Asbestos, Fluorspar, and 
Columbium-Tantalum Production and Purchase Act of 1956’’. 

Sec. 2. The Department of the Interior is hereby authorized and directed to 
establish and maintain— 

(a) a program to purchase, freight on board carriers conveyance, milling 
point, no more than one million two hundred and fifty thousand short ton 
units of tungsten trioxide (WOs;) contained in tungsten concentrates produced 
from ores mined in the United States, its Territories, and possessions, meeting 
the same specifications and under the regulations in effect on January 1, 1956, 
for purchases of this material by the General Services Administration under 
the authority of the Domestic Minerals hon omen Extension Act of 1953 
(Public Law 206 erage Orne Congress), at a base price of $55 per short ton 
unit: Provided, That the Department of the Interior shall not accept offers 
for delivery in any one calendar month, from any one producer, in excess 
of five thousand short ton units originating in any one mining district from 
\properties controlled by such producer. For the purposes of the foregoing 
proviso, tungsten concentrates produced from ores sold to a mill or processing 
plant in accordance with regulations issued by the Department of the Interior 
shall not be considered as the production of the owner(s) of the mill or 
peneess ing plant but shall be considered as the production of the producer 
of the ores; 

(b) @ program to purchase nonferrous chrysotile asbestos produced from 


ores mined in the United States, its Territories, and possessions, meeting the 
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same specifications and under the same regulations and at prices in effect on 
January 1, 1956, for purchases of this material by the General Services 
Administration under the authority of the Domestic Minerals Program 
Extension Act of 1953 (Public Law ¥ Eighty-third Congress) in the amount 
of not to exceed two thousand tons of Crude No. 1 and Crude No. 2 combined, 
and not to exceed two thousand tons of Crude No. 3, omg, gy fees Crude 
No. 3 may be purchased only when offered with Crude No. | or Crude No. 2, 
or both, at a ratio of not in excess of one ton of Crude No. 3 to one ton of 
Crude No. 1 or Crude No. 2, or both; 

(c) & program to purchase no more than two hundred and fifty thousand 
short tons of newly mined acid grade fluorspar produced from ores mined 
in the United States, its Territories, and possessions. Fluorspar purchased 
pursuant to this Act shall meet chemical and physical requirements which 
are not less favorable to producers than those set forth in the National 
Stockpile Material Purchase Specifications P-69a dated February 13, 1952. 
Purchases shall be made under the program at a base price of $53 per short 
dry ton free on board carriers conveyance at producers milling point for 
base quality fluorspar containing 97 per centum calcium fluoride and 1 

r centum silica on a dry weight basis. The base price shall be adjusted 

y premiums and/or penalties on quality which are not less favorable to 
ath ance: than the following: 

1. The price shall be increased 1.1 per centum for each 1 per centum calcium 
fluoride above 97 per centum, fractions pro rata, and/or 

2. The price shall be increased 4.2 per centum for each | per centum silica 
below | per centum, fractions pro rata, and/or 

3. The price shall be decreased 1.1 per centum for each 1 per centum 
calcium fluoride below 97 per centum, fractions pro rata, and/or 

4. The price shall be decreased 4.2 per centum for each 1 per centum silica 
above 1 per centum, fractions pro rata. 


As used in this section the term “short dry ton’ shall mean a short ton of 
2,000 pounds with 1 per centum allowable moisture. All moisture in excess 
of 1 per centum shal) be deducted from the delivery weight (out-turn United 
States Railroad Scale Weights) of the material accepted to determine the 
weight on which payment will be based. Adjustment of weight for moisture 
shall be accomplished by first deducting all moisture, as specified in Govern- 
ment analysis certificates, and then increasing the dry weight by 1 per 
centum ; 

(d) a program to purchase columbium-tantalum-bearing ores or concen- 
trates produced from ores mined in the United States, its Territories, and 
possessions, meeting the same specifications, and under the regulations, and 
at prices in effect on December 1, 1955, for purchases of this material by the 
General Services Administration under the authority of the Domestic 
Minerals Program Extension Act of 1953 (Public Law 206, Eighty-third 
Congress) in the amount of not to exceed two hundred and fifty thousand 
pounds of contained combined pentoxides (Cb,05 plus Ta2Os). 

Sec. 3. All materials purchased pursuant to the authority of this Act shall be 
held by the Department of the Interior to be made available to the strategic 
stockpile or to be turned over to the supplemental stockpile created for strategic 
and eritical materia!s in accordance with the provisions of the Act of July 10, 1954 
(Publie Law 480, Eighty-third Congress (68 Stat. 454)), as amended, as deter- 
mined by the Director of the Office of Defense Mobilization. 

Sec, 4. The Secretary of the Interior is hereby authorized to establish and 
promulgate such regulations as may be necessary to earry out the purposes of 
this Act, and may delegate any of the functions authorized by this Act to the 
Administrator of General Services. 


Sec. 5. The programs established pursuant to the authority of this Act shall 
terminate on December 31, 1958. 


Sec. 6. There are hereby authorized to be appropriated to the Department 
of the Interior out of any moneys in the Treasury not otherwise appropriated 
such sums as may be necessary to carry out the provisions of this Act. 


LEGISLATION CONSIDERED 


The Subcommittee on Mines and Mining of this Committee 
amended H. R. 11890, by Representative Engle of California, as 
recommended by the administrative agencies, substituted the amended 
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language of H. R. 11890 for the corresponding language of S. 3982 as 
it passed the Senate and ordered that S. 3982, as so amended, be 
reported to the full committee. 

. R. 11890 was chosen for the initial action from among 45 similar 
or related bills referred to this committee, including S. 3982, since this 
bill corresponded more closely with the recommendations of the 
administration, and since most of the bills dealt either aimee | or 
collectively with purchase programs for six additional minerals which 
are now being extended by the Office of Defense Mobilization under 
existing statutory authority, thus making it unnecessary to include 
programs for these materials in current legislation. 

Similar or related bills are: H. R. 3898 and H. R. 9829, by Repre- 
sentative Engle of California; H. R. 9800, by Representative Aspinall 
of Colorado; H. R. 5261, H. R. 9999, H. R. 10347, H. R. 11604, 
H. R. 11632, and H. R. 11894, by Representative Pfost of Idaho; 
H. R. 9820, by Representative Shuford of North Carolina; H. R. 4374, 
by Representative Metcalf of Montana; H. R. 10681 and H. R. 11875, 
by Representative Udall of Arizona; H. R. 11718, by Representative 
Rutherford of Texas; H. R. 6448, H. R. 9930, H. R. 10687, and H. R. 
10688, by Representative Young of Nevada; H. R. 3798, H. R. 7955, 
and H. R. 10537, by Representative Rhodes of Arizona; H. R. 9806, 
by Representative Durham of North Carolina; H. R. 3126, H. R. 
10130, and H. R. 10131, by Representative Mills of Arkansas; H. R. 
4230 by Representative Harris of Arkansas; H. R. 10300, H. R. 
10301, and H. R. 10388, by Representative Fernandez of New Mexico; 
H. R. 9813, by Representative Johnson of California; H. R. 11686, by 
Representative Vursell of Illinois; H. R. 3315 and H. R. 10218, by 
Representative Harrison of Virginia; H. R. 10369, H. R. 10370, and 
H. R. 11798, by Representative Dempsey of New Mexico; H. R. 3381 
and H. R. 10249, by Representative Abbitt of Virginia; H. R. 5221, 
by Representative Blatnik of Minnesota; H. R. 9993, by Representa- 
tive Baker of Tennessee; H. R. 9909, by Representative Jonas of 
North Carolina; H. R. 10175, by Representative Poff of Virginia; 
and H. R. 11622, by Representative Gray of Illinois. 


PURPOSE OF 8. 3982, AS AMENDED 


If enacted, S. 3982, as amended by the committee, would authorize 
and direct the Department of the Interior to establish and maintain 
programs to purchase limited quantities of tungsten concentrates, 
nonferrous chrysotile asbestos, acid grade fluorspar, and columbium- 
tantalum-bearing ores and concentrates from domestic producers until 
December 31, 1958. 

S. 3982, as amended by the committee, would provide for the estab- 
lishment of interim purchase programs in accordance with the recom- 
mendations of the Office of Defense Mobilization, the Department of 
the Interior, and the Bureau of the Budget, in order that the domestic 
mining industries which produce the four named materials may receive 
the assistance necessary for their survival pending consideration by 
the administration and the Congress of a long-range, nondefense, 
domestic minerals program, 

Domestic purchase programs for manganese, chromite, mica, beryl, 
metallurgical grade fluorspar, and antimony are being extended by 
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the Office of Defense Mobilization under the authority of the Stock- 


piling Act or the Defense Production Act, as explained elsewhere in 
this report. 


BACKGROUND AND JUSTIFICATION FOR LEGISLATION 


At the beginning of the Korean conflict the Congress passed the 
Defense Production Act of 1950. Under the authority of this act as 
well as the National Stockpiling saga ae aa were established to 
encourage the domestic and foreign production of many minerals and 
metals, including programs to stimulate the domestic mine production 
of antimony, asbestos, beryl, chromite, columbite and tantalite 
fluorspar, Manganese, mercury, mica, and tungsten. 


Domestic Minerals Extension Act of 1953 


The Domestic Minerals Extension Act of 1953 provided for a 
2-year extension of the program termination dates for tungsten, 


manganese, asbestos, chromite, beryl, mica, and columbite and 
tantalite. 


H. R. 6373 and President’s veto message 


During the Ist session of the 84th Con , the Congress passed 
and the President vetoed H. R. 6373 which would have assured the 
continuance of the domestic purchase programs until the calendar 
termination dates established by the Domestic Minerals Extension 
Act of 1955. In his memorandum setting out his reasons for dis- 
approving H. R. 6373, the President said: 


* * * * : 


I am conscious of the desirability of developing a long- 
range minerals program for the United States to assure an 
adequate mobilization base and to preserve a sound min- 
erals economy. The Advisory Committee on Minerals 
Policy so advised and the Office of Minerals Mobilization 
has been established in the Department of the Interior to 
determine and recommend such a program. The funds to 
make the necessary studies have just become available, and 
_— toward the development of a long-range program has 

egun. 

he interests of the domestic minerals industry will be 
better served by proceeding with the careful development of 
a long-range minerals program than by approving a stop- 
gap measure extending substantial Government aid to only 
a segment of the industry. Meanwhile, with the exception 
of a single manganese depot, the seating domestic minerals 
procurement program remains uncompleted, and sales by 
domestic miners to the Government will continue under the 
provisions of the regulations now in effect. 


Markets lost to industry 


Within the past few months domestic purchase programs for 
tungsten, asbestos, and columbite and tantalite have terminated and 
other programs will terminate in the near future. Those segments 
of the domestic mining industry producing these materials are not now 
able to compete in the markets which are saturated with low-priced 
foreign materials flowing to this country as a result of stimuli provided 
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by the United States in the form of grants, loans, technical assistance, 


long-term National Stockpile and Defense Production Act contracts 
and lowered tariffs. 


Long-range minerals program not developed 

Coupled with the plight of certain segments of the domestic mining 
industry, it is found that the responsible administrative agencies 
have not sovacne the long-range domestic minerals program re- 
ferred to in the President’ts message. In fact, the Office of Minerals 
Mobilization, Department of the Interior, has disclaimed any responsi- 
bility for developing the long-range domestic minerals program that 
the President referred to in his memorandum disapproving H. R. 6373. 
The Director of the Office of Minerals Mobilization, in an address 


given before the American Institute of Mining and Metallurgical 
Engineers on February 21, 1956, stated that— 


* * * I should like to clarify an apparently widespread 
misunderstanding of the functions of the Office of Minerals 
Mobilization. Some poo have the impression that the 
Office has responsibility for long-term mineral policy. The 
Office has no such responsibilities. * * * 


Administration recommends interim assistance 


Both the President and the Congress appear to have been misled 
as to the functions of the Office of Minerals Mobilization. Conse- 
quently, a long-range domestic minerals program has not been devel- 
oped and interim assistance as would be authorized by S. 3982, as 
amended, for 4 minerals and administrative action under existing 
authority for 6 or 7 other minerals is needed and recommended by 
the administration through the Office of Defense Mobilization, the 
Department of the Interior, and the Bureau of the Budget. 


Office of Defense Mobilization recommendation 


The Director of the Office of Defense Mobilization, Dr. Arthur S. 
Flemming, in recommending that the Congress provide the interim 
assistance which would be authorized by S. 3982, as amended, cited 
the recommendations of the President’s Cabinet Committee on 
Minerals Policy and presented a summary of his position, as follows: 


* * * * * 


Ill. RECOMMENDATIONS OF THE CABINET COMMITTEE ON 
MINERALS POLICY 


A. Having discussed the situation on individual materials, 
I would like to direct your attention to the recommendations 
of the Cabinet Committee on Minerals Policy which are of 
special concern to the domestic minerals program. 

1. Up to March 26, 1954, the Government made provision 
only for minimum stockpile objectives. 

2. On that date, the President, acting on the basis of a pre- 
liminary study of the Policy Committee, authorized the 


ODM to establish new “long-term” mineral stockpile objec- 
tives to eliminate completely the risk of dependence on 
overseas sources. ie 

3. The procurement program established under this direc- 


tive has materially strengthened the domestic mineral in- 
dustries. 
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4. The Cabinet Committee on Minerals Policy also 
oe that the development of mineral resources may 
involve factors beyond the national security. It stated that: 

“In addition to security considerations, the Committee 
believes that an orderly development and wise use of the 
Nation’s resources is an essential element in a strong and 
sound economy. 

“A major objective of mineral policy is a full and orderly 
program for the development and conservation of the coun- 
try’s mineral resources. 

“The Committee believes that the Government has an 
obligation to assure that the mineral resources of the Nation 
be developed, conserved, and utilized in the best possible 
manner over the longest possible period in order to en- 
hance its security and commerce. Development of mineral 
resources is, of course, primarily a function of private enter- 
prise. The Government must, however, continue to assist 
in Many ways.” 

1. Thus the Minerals Policy Committee recognized that 
there may be nondefense problems in the minerals industries. 

(a) These problems are beyond the scope of ODM as a 
defense agency. 

(b) ‘As | have already indicated, however, we believe that 
where a domestic purchase program is about to terminate 
and where all defense needs have been met, the Congress 
should make provision beyond the scope of defense legisla- 
tion to assist the industry by providing for the purchase of 
specified amounts from pabdelanan funds until the Congress 
has had time to consider recommendations from the appro- 
priate nondefense agency for a long-range program. 


IV. SUMMARY OF POSITION 


A. Based on this approach, I have taken action necessary 
to insure the continuance of domestic purchase programs for 
six minerals under the authority of the Stock Piling Act or 
the Defense Production Act. These six minerals are: mica, 
muscovite block and film; metallurgical chromite; beryl; 
specification de metallurgical manganese; metallurgical 
fluorspar; and antimony. In the case of mercury a review 
will be made at a later date to ascertain whether there is any 
need for extension or intensification of the program. 

B. I also recommend that in the case of four minerals: 
chrysotile asbestos, acid grade fluorspar, tungsten and 
columbite-tantalite—for which all defense needs have been 
met, the Congress provide interim assistance pending 
consideration by the Congress of a long-range non-defense 
program. 

1. The Department of the Interior will present the 
administration’s point of view relative to the quantities 
which should be purchased under this interim program, the 
length of the programs, and the prices to be paid 
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The complete outline statement of the Director of the Office of 
Defense Mobilization, presented in testimony before this committee 
on June 25, 1956, is printed in full elsewhere in this report. 
Department of the Interior recommendations 

The Assistant Secretary for Minerals Resources, Department of 
the Interior, Felix E. Wormser, in his statement endorsing S. 3982, 
as amended, commented on the four programs which would be author 
ized by the bill, as follows: 


* * * * * 


The effect of these programs would be to extend over a 
limited additional period of time Government purchases of 
these four strategic minerals to assist these producers in 
reorienting to normal competitive market conditions. It is 
appreciated that these ents of the mining industry have 
reached their present production capacities largely as a result 
of defense programs which had little relationship to normal 
commercial forces. It is evident, therefore, that there must 
necessarily be a transition period during which an orderly 
adjustment can be effected to minimize economic disloca- 
tions. Failure to provide this readjustment assistance 
might cause destruction of domestic production capacity 
necessary to our anticipated future peacetime industrial 
requirements. Furthermore, failure to enact such a pro- 
gram might well negate the gains that have accrued from 
the defense-related programs. For these reasons we believe 
some form of interim Government support during this 
transitional phase would be proper. 

In absence of any other programs for the above-stated 
purpose, it is believed that maximum purchases by the Gov- 
ernment substantially as provided in the proposed bill would 
be a suitable program for accomplishing this end. 

* * * * * 


The prepared statement of the Assistant Secretary presented in 
testimony before this committee on June 25, 1956, is printed in full 
elsewhere in this report. 


Bureau of the Budget recommendations 


The Bureau of the Budget endorsement of S. 3982, as amended, was 
resented in testimony before the committee on June 26, 1956, by 
obert E. Merriam, Assistant to the Director, in the following 
statement: 
* * * * * 


uite quickly, I can say this: that from the standpoint 
of the Bureau of the ee the testimony submitted here 
this morning by Mr. Wormser and Mr. Flemming does 
represent our position in these matters. We feel that it is 
wise to develop an interim program, and we want to empha- 
size that word “interim,” which would tide us over a ve 
difficult situation.in those metals where the defense needs 
have now been met. And we would endorse and subscribe 
to the amendments to S, 3982 that were suggested here this 
morning by Mr. Wormser. 


* a & s * 
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A report from the Bureau of the Budget, dated June 30, 1956, 
wherein the Bureau endorses S. 3982, as amended by the Subcom- 
mittee on Mines and Mining and ordered to be reported to the full 
committee, and recommends certain language changes which would 
permit the basic responsibility for the new program to be placed in 
the Department of the Interior—which changes were made by the 
committee, is set forth elsewhere in this report. 


EXPLANATION OF THE PROVISIONS OF THE BILL 


S. 3982, as amended by the committee, contains all of the changes 
recommended by the Department of the Interior and endorsed by 
the Bureau of the Budget. Technical changes recommended by the 
General Services Administration also are included. 


Tungsten 


Subsection 2 (a) ptegry for the establishment of a program to 
purchase no more than 1,250,000 short-ton units! of tungsten tri- 
oxide (WOs;) contained in tungsten concentrates produced from ores 
mined in the United States, its Territories, and possessions. 

Tungsten concentrates purchased under this program must meet 
the same specifications and be acquired under the regulations in 
effect on January 1, 1956, for purchases of this material by the 
General Services Administration under the authority of the Domestic 
Minerals Program Extension Act of 1953 (Public Law 206, 83d 
Cong.), also known as the Aspinall-Malone Act. 

Purchases shall be made under the program at a base price of $55 
per short-ton unit! of tungsten trioxide. This price is $8 less than 
the $63 base price which producers received under the program 
recently terminated. 

Subsection 2 (a) also provides that the Department of the Interior 
shall not accept offers for delivery in any one calendar month, from 
any one producer, in excess of 5,000 short-ton units originating in any 
one mining district from properties controlled by such producer. 
This limitation would require that a group of mines or properties in 
any one mining district which are andes the control of any one pro- 
ducer be treated as a unit. The producer would not be eligible to 
offer 5,000 short-ton units from each such mine or property. This 
provision also would prevent a producer from leasing out some of his 
mines or properties located in the same district in order to circumvent 
the limitation, On the other hand a producer with mines or properties 
in separate mining districts would be eligible to offer up to 5,000 
short-ton units produced from ores mined in each mining district. 

For the purposes of the foregoing provision, subsection 2 (a) stipu- 
lates that tungsten concentrates ieGliated from ores sold to a mill or 
processing plant shall not be considered as the production of the 
owner(s) of the mill or Drocescine plant but shall be considered as the 
production of the producer of the ores. This provision is necessary 


to assure a continued outlet for the ores produced by small operators. 
Some 650 small-mine operators which produced less than 1,000 short- 
ton units per year, together with a number of small mine operators 
whose production is in excess of this amount, have no means of par- 
ticipating in the tungsten program except through the sale of their 

1 A short-ton unit equals 20 pounds of tungsten trioxide (W Oa) and contains 15.862 pounds of tungsten (W). 





PROVIDE FOR THE MAINTENANCE OF PRODUCTION 9 


ores to custom mills and processing plants. Some of these mills and 
processing plants.are operated by | producers whose mining 
operations will be curtailed by the monthly limitation of 5,000 short- 
ton units per month and who would find it necessary to refuse to accept 
ores from the small producers if the concentrates produced from such 
ores should be considered as the production of the producer owning 
the mill or processing plant. The provision referred to makes clear 
that the producer limitation applies to the producer of the ores and 
not to the owner(s) of the mill or processing plant which convert the 
ores to specification grades concentrates. 


Asbestos 


Subsection 2 (b) provides for the establishment of a program to 
purchase nonferrous chrysotile asbestos in amounts not to exceed 
2,000 tons of Crude No. 1 and Crude No. 2 combined, and 2,000 tons 
of Crude No. 3 when offered with Crude No. 1 or Crude No. 2, or both, 
at a stipulated ratio. 

The asbestos purchased under the program shall meet the same 
specifications and be acquired under the same mepaetans and at 
prices in effect on January 1, 1956, for purchases of this material by 
the General Services Administration under the authority of the 
Domestic Minerals Program Extension Act of 1953. 


Fluorspar 


Subsection 2 (c) provides for a program to purchase no more than 
250,000 short tons of acid grade fluorspar from domestic producers. 

The fluorspar purchased under the program must meet chemical 
and physical requirements which are not less favorable to producers 
than those set forth in the National Stockpile Material Purchase 
Specifications P-69a, dated February 13, 1952. Fluorspar shall be 
purchased under the program at a base price of $53 or short dry 
ton for base quality material as stipulated in the bill. The base 
price shall be adjusted by premiums and/or penalties on quality 
which are not less favorable to producers than those set forth in sub- 
section 2 (c). 

The | age of subsection 2 (c) is essentially the same as that 
recommended by the General Services Administration and was 
approved by representatives of that agency delegated to work out 

e exact language with the committee staff and a representative of 
the Department of the Interior. It is the understanding of the com- 
mittee that the terms of the purchase program set forth under sub- 
section 2 (c) are satisfactory to the fluorspar industry. 

In certain instances during the past the General Services Adminis- 
tration has accepted shipments of acid grade fluorspar which exceeded 
the maximum iron content stipulated in the specifications with the 
se, 1 remus | that succeeding shipments from the same producer 
would be sufficiently free of iron so that the combined shipments 
would contain an average iron content within the maximum called 
for in gg: yar mseoge It is expected that the Department of the 
Interior will continue this equitable practice under the poarenes 


am which would be established under the authority of 
tion. 
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Columbium-tantalum 


Subsection 2 (d) would establish a program to purchase not more 
than 250,000 pounds of combined peritanidies (Cb.0; plus Ta,0;) con- 
tained in columbium-tantalum-bearing ores or concentrates produced 
from ores mined in the United States, its Territories, and possessions. 

The columbium-tantalum-bearing ores and concentrates purchased 
under this program must meet the same specifications and be acquired 
under the regulations and at prices in effect on December 1, 1955, for 
purchases of this material by the General Services Administration 
under the authority of the Domestic Minerals Program Extension 
Act of 1955. 

It is anticipated that most, if not all, of those who participate in 
this program will be small producers who will obtain varying amounts 
of mica and/or beryl along with the columbium-tantalum-bearing 
ores in the course of mining the type of deposits (pegmatite dikes) in 
which this material is generally found. 


Materials stockpiled 


Section 3 provides that all materials purchased under the programs 
established by the act shall be made available to the national stockpile 
or turned over to the supplemental stockpile created in accordance 
with the provisions of the Agricultural Trade gore omy and 
Assistance Act of 1954, as amended, as determined by the Director 
of the Office of Defense Mobilization. 


Regulations 
Section 4 authorizes the Secrerary of the Interior to establish and 
promulgate such regulations as may be necessary to carry out the 


ey ene of the act and to delegate any of the functions authorized 
y the act to the Administrator of the General Services Administration. 


Program termination 


Section 5 provides that the programs established pursuant to the 
authority of the act shall terminate on December 31, 1958. 
Appropriation authorization 

Section 6 authorizes the appropriation of such sums as may be 
necessary to carry out the provisions of the act. 

The General Services Administration estimates that the total cost 
of the programs which would be authorized by S. 3982, as amended, 
including purchase cost, transportation, handling, storage (1 year), 
and other administrative expenses, would amount to anproximately 
$91,670,000. A breakdown of these estimated costs, by material 
and type of expense, is printed elsewhere in this report. 


PURCHASE PROGRAMS TO BE EXTENDED BY ODM 


The Director of the Office of Defense Mobilization, in his prepared 
outline statement, which he presented in testimony before this com- 
mittee on June 30, 1956, and which is printed in full elsewhere in this 
report, discussed the current situation with respect to the status of 
purchase programs for mica, chromite, beryl, manganese, metallurgical 
grade fluorspar, antimony, and mercury and disclosed the action he 
was taking to extend these programs in time and/or quantity under 
the Defense Production Act of 1950, as amended, and the National 
Stockpiling Act. 
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The program extensions for these materials, as stated by the Di- 


11 


rector of the Office of Defense Mobilization, are set forth following: 


* * * * * 
Mica 
* * * * * 


4. It is clear that in view of the present condition of the 
stockpile, the Government can extend the purchase program 
for at least five years. 

5. Therefore, I have certified the necessary funds to the 
General Services Administration and authorized an extension 
of the program to January 30, 1962. 


Metallurgical chromite 
« * > * 8 


5. From the standpoint of the deficit in the long-term 
stockpile objective, it is clear that this program could be 
continued for a long period beyond June 30, 1957. The 
question confronting the Government is whether the pro- 
gram, if continued, would ultimately provide us with a 
mobilization base that would justify the expenditure of 
sums of money considerably in excess of the amounts that 
would be paid if the material were purchased on the world 
market. 

6. The Department of the Interior has advised us that 
continuation of the program until the entire quota of 
200,000 tons has been purchased may serve to develop a 
significant domestic mobilization base. Therefore, I have 
authorized the General Services Administration to extend 
the program until June 30, 1959. 

Beryl 


* * * e = 


5. In view of the condition of the stockpile I have certified 
the necessary funds and have authorized General Services 
Administration to extend the program to June 30, 1962, 
and to increase the purchase quota from 1,500 to 4,500 tons. 
Metallurgical grade manganese 

os * * + * 

5. In view of the fact that there is still room in the long- 
term stockpile objective, I have authorized both an extension 
of the car-load-lot program for small producers to January 1, 
1961, and an increase in the purchase quota from 19 million 
long ton units (equivalent to approximately 440,000 long tons 
of ore) to 28 milion long ton units ax weed 650,000 
long tons). In view of the fact that the Governemnt has 
already acquired 7 million units (approximately 160,000 long 
tons) under this program, this means that it will continue 
to accept offers of an additional 490,000 long tons. I have 
authorized the certification of the necessary funds to the 
General Services Administration for this purpose. 


Fluorspar, metallurgical grade 
s > 
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3. The existing stockpile directive instructs the General 
Services Administration to limit purchases to domestic 
metallurgical fluorspar. 

4. The General Services Administration has been author- 
ized to determine by actual negotiations the premium that 
would have to be paid to accomplish domestic procurement 
of metallurgical fluorspar. As soon as the premium has been 
determined, contracts will be entered into for the purchase of 
metallurgical fluorspar from domestic sources. 


Antimony 
+ “ . 2 2 


3. The stockpile procurement directive limits purchases to 
antimony obtained from domestic sources. 

4. The General Services Administration is now in the 
process of ascertaining the price that would have to be paid 
in order to procure antimony from domestic sources. 


Mercury 
+ * * * * 


4. Because the domestic purchase program does not expire 
until the end of 1957, ample time exists to ascertain whether 
a change in defense needs or the wartime supply outlook 
would justify an intensification or extension of the program, 


COMMITTEE AMENDMENT 


The committee amendment incorporates all of the changes in S. 
3982, as passed by the Senate, which were recommended by the 
Department of the Interior, the General Services Administration, and 
the Bureau of the Budget. 

The major differences in S. 3982, as passed by the Senate, and S. 
3982, as amended by this committee, are as follows: 

1. S. 3982, as amended, contains a limitation on the amount of 
tungsten concentrates which may be accepted from any one producer. 
The limitation was considered necessary in order to provide for the 
continuance of the tungsten program over the 2-year period author- 
ized by the bill. The domestic mine production of tungsten in 1955 
was approximately 1 million short-ton units of tungsten trioxide 
(WO;); therefore, without a producer limitation the program would 
last for a little more than 1 year. 

2. H. R. 11890 and S. 3982, as passed by the Senate, provided that 
tungsten obtained from those small mines (approximately 650) which 
produce less than 1,000 short-ton units per year would be purchased 
at the same base price ($63 per unit) heretofore paid to all producers 
under the program recently terminated. ‘The committee removed this 
previa from the bills on the insistence of the Department of the 

nterior and the Bureau of the Budget so that under S. 3982, as 
amended, all producers, both large and small, will receive the same 
base price of $55 per unit for their production. 

3. The section in S. 3982, as passed by the Senate, which established 


a purchase program for acid grade fluorspar was rewritten in its 
entirety to incorporate a number of important technical changes 
recommended by the General Services Administration. 
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4. The Department of the Interior has been made the administering 
agency instead of the General Services Administration. However, the 
Department is authorized to delegate procurement functions to the 
General Services Administration. 

The committee recognizes and regrets that the production limi- 
tation and the price reduction will cause considerable distress to a 
number of producers, both large and small. The committee hopes 
that as many as possible will be able to make such adjustments in 
their operations as will permit their continued operation under the 
program. 

CONCLUSIONS 


The committee points out that if enacted, S. 3982, as amended, 
would round out the package program for interim assistance to a 
number of important segments of the domestic mining industry, as 
recommended and endorsed by the administrative agencies, by pro- 
viding the statutory authority required to establish programs for 
the purchase of tungsten concentrates, acid grade fluorspar, asbestos, 
and columbite and tantalite from mines in the United States. 

The committee notes that the production of unprecedented quanti- 
ties of minerals and metals by foreign nations, brought about over the 

ast 14 years with the liberal assistance of the United States through 
oreign-aid programs, loans, investment guaranties, technical assist- 
ance, Government-purchase contracts, ceed tariffs, has resulted 
in the flow of large quantities of minerals and metals to the United 
States. For instance, the foreign tungsten imported into the United 
States in 1955 was 2% times greater than the amount consumed. 
Many of these materials are now offered at prices below that re- 
quired to sustain American mines and labor. It is with these segments 
of the domestic mining industry which produce 10 such materials 
that the committee is immediately concerned. Other segments of 
the domestic mining industry have or may be expected to experience 
similar difficulties. The depressed conditions of the domestic lead 
and zinc mining industries have been alleviated to a limited degree 
by stockpile purchases. 

It is obvious to this committee that if the mines of the United States, 
which are the only assured source of supply of the mineral raw ma- 
terials required for our future peacetime mndustrial requirements, are 
to remain in existence positive measures must be taken to assist in 
their survival against the present flow of raw materials from foreign 
mines, pace manipulations in the world markets, and the destructive 
effects brought about by the dumping of surplus foreign production 
on the American markets. 

The committee has concluded that in view of world conditions, the 
increasing vulnerability of the mining industries of the United States 
to factors beyond its control, and the need of assured sources of supply 
of mineral raw materials to meet our future peacetime industrial re- 
quirements, a long-range, nondefense domestic minerals program 
would be of considerable benefit to the economy of the United States. 
The committee also has concluded that the interim assistance which 
would be authorized by S. 3982, as amended, should be provided until 
the long-range program has been developed by the administrative 
agencies and considered by the Congress. 

The committee points out that the President, on the recommenda- 
tions of his Cabinet Committee on Minerals Policy, has endorsed the 
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development of a long-range domestic minerals program; that such a 
rogram has been recommended —— Director of the Office of De- 
ense Mobilization, Dr. Arthur S. Flemming; and that the Secretary 

of the Interior, the Honorable Fred A. Seaton, has expressed his in- 

tention of developing a long-range domestic minerals program for the 
consideration of the Congress as rapidly as possible. 
The committee recommends the enactment of S. 3982, as amended. 


AGENCY STATEMENTS AND REPORTS 


Statements and reports of the Department of the Interior, the 
Office of Defense Mobilization, and the Bureau of the Budget, wherein 
these agencies recommended and endorsed the provisions of S. 3982, 
as amended, are presented below. A report from the General Services 
Administration on the estimated cost of the programs also is included. 





Executive Orrice oF THE PreEsIDENT, Orrice or DEFENSE 
MoBILIZATION 


OUTLINE OF TESTIMONY OF ARTHUR S. FLEMMING. BEFORE 
HOUSE COMMITTEE ON INTERIOR AND. INSULAR AFFAIRS, 
JUNE 25, 1956 

I. INTRODUCTION 


A. I am happy to have the opportunity to appear before this com- 
mittee for the purpose of discussing the background which led to the 
introduction ~ the several bills now being considered by your com- 
mittee. 

1. In the early days of the Korean hostilities the Government, 
under the authority of the Defense Production Act of 1950, as amended, 
undertook domestic purchase programs for asbestos, beryl, chromite, 
columbium-tantalum, manganese, mica, and tungsten to meet the 
then critical defense requirements for these materials. 

2. Subsequently the Congress enacted the Domestic Mincrals 
Program Extension Act of 1953, which extended the termination 
dates of such programs by 2 years. 

3. As of this time, several of the domestic purchase programs have 
been terminated or will be terminated shortly for the reason that the 
expiration date of the program has arrived or because the quota of the 
program has been purchased. 

4. As a result of this situation, the Office of Defense Mobilization 
with the cooperation of its delegate agency, the Department of the 
Interior, initiated a review of our defense position for all these 
materials. 


Il. ANALYSIS OF INDIVIDUAL MATERIALS 
In order to be as specific as possible, let me summarize our further 


defense needs for individual materials and the solution that we propose 
in each case. 


(a) Mica, muscovite block and film 

1. Muscovite block and film on hand and on order is equal to only 
about a third of the minimum stockpile objective and about a fifth 
of the long-term stockpile objective. 
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2. The Government. purchase pry er calls for the purchase of 
the equivalent of 50 million pounds of hand-cobbed mica at a premium 
price. Even if this amount is not acquired by June 30, 1957, the 
program is to be terminated. 

3. Up to the present time the Government has acquired approxi- 
mately 4,950,000 pounds of block and hand-cobbed mica, of which 
about 510,000 pounds meet stockpile specifications. 

4. It is clear that in view of the present condition of the stockpile, 
the Government can extend the purchase program for at least 5 
years. 

5. Therefore, I have certified the necessary funds to the Gencral 
Services Administration and authorized an extension of the program 
to January 30, 1962. 


(6) Metallurgical chromite 


1. More than 100 percent of the minimum stockpile objective and 
about 70 percent of the long-term objective are on hand or on order. 

2. The Government is purchasing all of the domestic chromite of 
specification grade that is offered up to 200,000 long tons through 
June 30, 1957. 

3. Up to the present time the Government has purchased 117,000 
long tons. Consequently, there is no question but that the program 
will continue up to June 30, 1957. 

4. The price being paid for domestic chromite is based on a rate of 
$115 per ton for standard specification lumpy ore and $110 for con- 
centrates plus or minus premiums and penaities for permissible varia- 
tion from the specification. This is in contrast with a market price 
of about $43 to $50 per ton for grades of ore on the open market most 
nearly comparable to these ores and concentrates. 

5. From the standpoint of the deficit in the long-term stockpile 
objective, it is clear that this program could be continued for a long 
period beyond June 30, 1957. The question confronting the Govern- 
ment is whether the program, if continued, would ultimately provide 
us with a mobilization base that would justify the expenditure of sums 
of money considerably in excess of the amounts that would be paid if 
the material were purchased on the world market. 

6. The Department of the Interior has advised us that continuation 
of the program until the entire quota of 200,000 tons has been pur- 
chased may serve to develop a significant domestic mobilization base. 
Therefore, I have authorized the General Services Administration to 
extend the program until June 30, 1959. 


(c) Beryl 


1. The stockpile inventory exceeds the minimum objective, and 
inventories plus orders are equal to about 70 percent of the long-term 
objective. 

2. The Government. purchase program calls for the purchase of 
1,500 tons and for termination of the program, by June 30, 1957. 

3. Up to the present time the Government has acquired about 900 
tons against this goal of 1,500. It is estimated that an additional 400 
tons will be purchased by June 30, 1957. 

4. The price being paid by the Government is about 5 percent 
higher than the commercial price. 

5. In view of the condition of the stockpile I have certified the 


necessary funds and have authorized General Services Administration © 
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to extend the program to June 30, 1962, and to increase the purchase 
quota from 1,500 to 4,500 tons. 


(d) Metallurgical grade manganese 


1. The quantity of metallurgical manganese in inventory greatly 
exceeds the minimum stockpile objective and the total imventory 
plus commitments is equal to about 90 percent of the long-term 
objective. These quantities do not include a considerable tonnage of 
nonstockpile grade manganese already obtained from the domestic 
purchase program which would require upgrading before use. 

2. The Government purchase pro calls for the acquisition 
of 6 million long-ton units of recoverable manganese at each of three 
depots. In the case of two of the depots the quota has been reached. 
In the case of the third depot, it is estimated that the quota will be 
reached by June 30, 1958. 

3. The purchase program also involves the acceptance of specifica- 
tion grade ore in carload lots from small producers up to 19 million 
long-ton units. Approximately 7 million units have now been pur- 
chased. The program is to terminate on June 30, 1958, even if the 
19 million units have not been acquired by that time. 

4. The Government has been paying approximately $2.30 per 
long-ton unit under its program as contrasted with a current market 
price of about $1.30 per long-ton unit for specification grade ore. 

5. In view of the fact that there is still room in the long-term stock- 
pile objective, I have authorized both an extension of the carload lot 
program for small producers to January 1, 1961, and an increase in 
the purchase quota from 19 million long-ton units (equivalent to ap- 
proximately 440,000 long tons of ore) to 28 million long-ton units 
(approximately 650,000 long tons). In view of the fact that the Gov- 
ernment has already acquired 7 million units (approximately 160,000 
long tons) under this program, this means that it will continue to 
accept offers of an additional 490,000 long tons. I have authorized 
the certification of the necessary funds to the General Services Ad- 
ministration for this purpose. 


(e) Fluorspar—metallurgical grade 


1. Inventories plus orders are substantially below the minimum 
stockpile objective, which for this material is the same as the long- 
term objective. 

2. The Government does not have any fixed-price purchase pro- 
gram for metallurgical fluorspar. 

3. The existing stockpile directive instructs the General Services 
Administration to limit purchases to domestic metallurgical fluorspar. 

4. The General Services Administration has been authorized to 
determine by actual negotiations the premium that would have to be 
paid to accomplish domestic procurement of metallurgical fluorspar. 
As soon as the premium has been determined, contracts will be entered 
into for the purchase of metallurgical fluorspar from domestic sources. 


(f) Antimony 
1. The quantity on hand and on order is about 80 percent of the 


minimum stockpile objective and the long-term objective is substan- 
tially higher than the minimum. 


2. The Government does not have any domestic purchase program 
at a premium price. 
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3. The stockpile procurement directive limits purchases to anti- 
mony obtained from domestic sources. 

4. The General Services Administration is now in the process of 
personne thy price that would have to be paid in order to procure 
antimony from domestic sources. 


(9) Mercury 


1. The minimum and long-term stockpile objectives have been 
reached. 

2. The domestic mereury mining program was undertaken by the 
administration in July 1954, with the objective of miantaining the 
necessary domestic component of the mobilization base. 

3. This program provided assurance, for more than 3 years, of a 
market that will enable industry to expand with confidence. The 
industry is free to sell at market price at any time and has a general 
guaranty upon which it can rely to sell as many as 125,000 flasks to 
the Government at $225 a flask by the end of 1957. So far only a 
nominal amount of mercury has been offered to the Government for 
purchase since the market price is substantially above the guaranteed 
floor price. 

4. Because the domestic purchase program does not expire until the 
end of 1957, ample time exists to ascertain whether a change in 


defense needs or the wartime supply outlook would justify an intensi- 
fication or extension of the program. 


(h) Columbite and tantalite 


1. The quantities of both columbite and tantalite on hand and on 
order substantially exceed the long-term objectives and also the total 
5-year mobilization requirements for the two materials. 

2. The purchase program, which was inaugurated in 1952, involved 
a quota of 15 million pounds of contained pentoxides of columbium 
and tantalum (11 million pounds of contained metal) to be obtained 
from foreign and domestic sources by December 30, 1958, the termina- 
tion date of the program. 

3. This quota was reached on December 31, 1955, and the program 
was terminated at that time. 

4. The Government has entered into one domestic contract for 
columbite, under which it has agreed to purchase 1,050,000 pounds of 
contained columbite over a ests of the next 5 years at a price of 
$6.25 per pound—a price which is about 3 times the world market 
price. It is clear that the amounts which will be obtained under this 
contract are in excess of any defense needs. However, the contract 
was entered into at a time when it was not clear whether the amount 
provided for would be needed in order to reach our stockpile objective. 

5. Our defense position does not justify any additional arrangements 
for the purchase of columbite and tantalite. We have no objection, 
however, to the Congress authorizing an interim purchase program 
from the nondefense funds as provided for in the bill which has just 
passed the Senate. 

(i) Asbestos-chrysotile 

1. The quantity on hand and on order under the stockpile program 

is almost equal to the long-term objective. 


2. The Government i georay calls for the purchase of 1,500 short 
tons of crude No. 1 and crude No. 2. 
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3. Up to the present time, the Government has acquired approxi- 
mately 1,425 tons of asbestos of these grades at a price that is sub- 
stantially in line with commercially quoted prices. 

4. The Government’s experience been that approximately 10 

ercent of the asbestos uired meets stockpile specifications. 

hen the amount acquired under the Government’s purchase prcerom 

has been tested and approximately 150 tons have been transferred to 
the stockpile, the long-term ag gees will have been reached. 

5. In view of the fact that the purchase program is about to ter- 
minate, and that all defense needs have been met, we believe that this 
is a situation where Congress should take appropriate action to assist 
the industry by providing for purchases of specified amounts from 
nondefense funds until Congress has had time to consider recommenda- 
tions from the Department of the Interior for a long-term program. 
(j) Fluorspar, acid grade 

1. The amount on hand and on order exceeds both the minimum 
and long-term stockpile objectives. 

2. The Government does not have any purchase program at pre- 
mium prices for acid grade fluorspar. The domestic industry has been 
supplying quantities to the Government, however, under regular 
stockpile contracts. 

3. In view of the fact that deliveries under these contracts are 
about to end, we believe that this is a situation where Congress 
should take appropriate action to assist the industry by providing for 
Owes yr of specified amounts from nondefense funds until Congress 

as had time to consider recommendations from the Department of 
the Interior for a long-term program. 


(k) Tungsten 


1. Tungsten on hand exceeds both the minimum and long-term 
stockpile objectives. The inventory plus orders is larger than the 
total 5-year wartime requirements. 

2. The Government is purchasing all the domestic tungsten that is 
offered and is paying a premium price of $63 per short ton unit as 
against current market price of about $43. 

3. The legal termination date for the tungsten program is July 1, 
1958, but the program will probably be completed by June 30, 1956, 
considering that purchases through March totaled 42,070,000 pounds 
and the quota under the program is 47,582,000 paps 

4. No new foreign contracts have been signed by the Government 
since January 1953, although | deliveries will continue to be made 
against foreign contracts entered into prior to that time. 

5. There is clearly no defense justification for a continuation of 
this program because even without any access to either domestic or 
foreign sources of supply in the event of war, we would have enough 
in ae to meet total requirements for approximately a 5-year 

eriod. 

. 6. In view of the fact that the purchase program is about to termi- 
nate and that all defense needs have been met, we believe that this is 
a situation where Congress should take appropriate action to assist 
the industry by provieengsee the purchase of specified amounts from 
nondefense funds until Congress has had time to consider recom- 
mendations from the Department of the Interior for a long-term 
program. 
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Ill, RECOMMENDATIONS OF THE CABINET COMMITTEE ON MINERALS 
POLICY 


A. Having discussed the situation on individual materials, I would 
like to direct your attention to the recommendations of the Cabinet 
Committee on Minerals Policy which are of special concern to the 
domestic minerals 


program. 
1, Up to March 26, 1954, the Government made provision only 
for minimum stockpile objectives. 

2. On that date, the President, acting on the basis of a preliminary 
study of the Policy Committee, authorized the ODM to establish 
new “long-term” mineral stockpile objectives to eliminate completely 
the risk of dependence on overseas sources. 

3. The procurement program established under this directive has 
materially strengthened the domestic mineral industries. 

4. The Cabinet Committee on Minerals Policy also specgninen that 
the development of mineral resources may involve factors beyond the 
national security. It stated that: 


In addition to security considerations, the Committee 
believes that an orderly development and wise use of the 
Nation’s resources is an essential element in a strong and 
sound economy. 

A major objective of mineral policy is a full and orderly 
program for the development and conservation of the 
country’s mineral resources. 

The Committee believes that the Government has an 
obligation to assure that the mineral resources of the Nation 
be developed, conserved. and utilized in the best possible 
manner over the longest possible period in order to enhance 
its security and commerce. Development of mineral re- 
sources is, of course, primarily a function of private enter- 


prise. The Government must, however, continue to assist in 
many ways. 


1. Thus the Minerals Policy Committee recognized that there may 
be nondefense problems in the minerals industries. 

(a) These problems are beyond the scope of ODM as a defense 
agency. 

b) As I have already indicated, however, we believe that where 
a domestic purchase program is about to terminate and where all 
defense needs have been met, the Congress should make provision 
beyond the scope of defense legislation to assist the industry by pro- 
viding for the purchase of specified amounts from nondefense funds 
until the Congress has had time to consider recommendations from 
the appropriate nondefense agency for a long-range program. 


Iv. SUMMARY OF POSITION 


A. Based on this approach, I have taken action necessary to insure 
the continuance of domestic purchase —— for six minerals under 
the authority of the Stock Piling Act or the Defense Production Act. 
These six minerals are: mica, muscovite block and film; metallurgical 
chromite; beryl; specification grade metallurgical manganese; metal- 
aapieal fluorspar; and antimony. In the case of mercury a review 
will be made at a later date to ascertain whether there is any need 
for extension or intensification of the program. 
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B. I also recommend that in the case of four minerals: chrysotile 
asbestos, acid grade fluorspar, tungsten, and columbite-tantalite—for 
which all defense needs have been met, the Congress provide interim 
assistance pending consideration by the Congress of a long-range 
nondefense program. 

1. The Department of the Interior will present the administration’s 
point of view relative to the quantities which should be purchased 
under this interim program, the length of the programs, and the 
prices to be paid. 


DEPARTMENT OF THE INTERIOR 


STATEMENT BY FELIX E. WORMSER, ASSISTANT SECRETARY OF 
THE INTERIOR 


This statement responds to your request for the views of this 
Department on S. 3982, and similar bills pending before your com- 
mittee. All of these bills have as their purpose the maintenance of 
production of tungsten, asbestos, fluorspar, and columbium-tantalum 
in the United States, its Territories, and possessions. 

In general, we favor S. 3982 as a maximum interim program for 
the strategic minerals industry, if amended as I shall indicate. S. 3982 
would authorize and direct the General Services Administration to 
establish programs to purchase from domestic mines a maximum of 
1,250,000 short-ton units of tungsten trioxide (WO;) at $55 per unit. 
The bill also specifies payment of $63 per unit for purchases from mines 
with production of not more than 1,000 short-ton units during any 
one 12-month period subsequent to January 1, 1956. 

S. 3982 provides for purchases of nonferrous chrysotile asbestos in 
an amount not to exceed 2,000 tons of Crude No. 1 or crude No. 2, 
or both, and not to exceed 2,000 tons of erude No. 3, at prices in 
effect on January 1, 1956, for purchase of this material by the General 
Services Administration. 

The bill calls for purchase of no more than 250,000 tons of newly 
mined acid grade fluorspar at a base price of $53 per short ton and 
not to exceed 250,000 pounds (contained basis) of columbium-tanta- 
lum bearing ores or concentrates at prices in effect on January 1, 
1956, for purchases of this material by the General Services Admin- 
istration. 

The effect of these programs would be to extend over a limited 
additional period of time Government purchases of these four stra- 
tegic minerals to assist these producers in reorienting to normal 
competitive market conditions. It is appreciated that these segments 
of the mining industry have reached their present production capaci- 
ties largely as a result of defense programs which had little relation- 
ship to normal commercial forces. It is evident, therefore, that there 
must necessarily be a transition period during which an order! 
adjustment can be effected to minimize economic dislocations. Fail. 
ure to provide this readjustment assistance might cause destruction 
of domestic production capacity necessary to our anticipated future 
peacetime industrial requirements. Furthermore, failure to enact 
such a program might well negate the gains that have accrued from 
the defense-related programs. For these reasons we believe some 
form of interim Government support during this transitional phase 
would be proper. 
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In absence of any other programs for the above-stated purpose, 

it is believed that maximum purchases by the Government substanti- 
ally as poorined in the proposed bill would be a suitable program for 
accomplishing this end. 
The provision for the General Services Administration to carry out 
these programs under substantially the same regulations and specifi- 
cations as were applicable to the purchase programs under the Domestic 
Minerals Program Extension Act of 1953 should help materially to 
expedite initiation of these programs so that the continuity of pro- 
duction will not materially be disrupted. Likewise, the provision for 
eee these materials either in the national stockpile or the su _ 
mental stockpile, as determined by the Director of the Office of e- 
fense Mobilization, will prevent these accumulations from overhanging 
the market and having a tendency to depress future prices. 

It is believed that the quantity specified for purchase of each of the 
materials is a realistic upper limit in view of the domestic production 
capacity. The prices to be paid for the materials are not unrealistic 
in view of the prices which were paid to the industry during the expan- 
sion phases of the defense program, nor are they unrealistic with respect 
to the needs of these domestic industries during the adjustment period. 

It is recommended that a limitation be adopted that no more than 
5,000 units of tungsten may be purchased from any 1 producing mine 
during any single calendar month. This will broaden the base of the 
tungsten program and assure that its benefits will be spread more 
equitably over the entire industry. However, we do believe that the 
restriction in H. R. 11890 limiting monthly purchases from “any 
1 producer” would be too restrictive and would be inequitable to those 
producers having more than 1 mine. 

We also recommend that the price of $55 per short ton unit be 
applicable to all purchases of tungsten. In view of the available 
Wagon? thine, capacity, we are unable to find adequate justifica- 
tion for the proposed premium payment to small-volume producers. 

We have noted that S. 3982 calls for purchase of tungsten and acid 
grade fluorspar f. o. b. mine. This does not conform to previous 

urchase procedures and would be most difficult to administer. 
~ eae we recommend that the language of H. R. 11890 be used 
instead. 

If S. 3982 were amended as recommended above, we are advised 
that the Bureau of the Budget concurs in this statement. 


Bureau or THe BupGer 


Testimony presented before the Subcommittee on Mines and 
Mining of the Committee on Interior and Insular Affairs, House 
of Representatives, on June 25, 1956, by Rogert Merriam, assistant 
to the Director, Bureau of the Budget. 

“Mr. Merriam. Thank you very much, Mr. Chairman. I am 
Robert Merriam, assistant to the Director of the Bureau of the 
Budget. I am very glad to appear here today at your request to 
discuss very briefly the various bills before you and to give you our 
position at this time on those matters. 

“We felt it was probably wise for us to appear today, because 
there have been a number of bills that you have considered, and 


also because we have already commented to you on the bills which 
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were before you at the time you requested, I believe a month or so 
ago, our views on the legislation. 

“Since that time, the Senate has considered and enacted the bill 
which was discussed at some length this morning, S. 3982, and you 
have in addition, of course, before you the bill submitted by the 
chairman of your committee. 

“Quite quickly, I can say this, that from the standpoint of the 
Bureau of the Budget, the testimony submitted here this morning by 
Mr. Wormser and Mr. Flemming does represent our position in these 
matters. We feel that it is wise to dneckes an interim program, and 
we want to emphasize that word ‘interim,’ which would tide us over a 
very difficult situation in those metals where the defense needs have 
now been met. And we would endorse and subscribe to the amend- 
— to S. 3982 that were suggested here this morning by Mr. 

formser.”’ 





Report, Datep June 30, 1956 


Executive Orrick or THE PRESIDENT. 
Bureau oF THE BupGet, 
Washington, D. C., June 30, 1956. 
Hon. Cratr ENGie, 
Chairman, Committee on Interior and Insular Affairs, 
Flouse of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman; Staff of the Subcommittee on Mines 
and Mining of the House Committee on Interior and Insular Affairs 
has furnished us with copies of a draft bill which is proposed as a sub- 
stitute for S. 3982, a bill to provide for the maintenance of production 
of tungsten, asbestos, fluorspar, and columbium-tantalum in_ the 
United States, its Territories and possessions, and for other purposes. 
We appreciate the opportunity of reviewing the provisions of this 
draft Dar. 

The substantive provisions of the draft bill appear to be in line with 
the suggestions made by the Department of the Interior, the Office of 
Defense Mobilization, and the Bureau of the Budget in their testimony 
before the House Committee on Interior and Insular Affairs on June 
25, 1956. Itis our understanding that the technical language changes 
contained in the draft bill have been worked out by committee staff in 
cooperation with staff of the Department of the Interior and the 
General Services Administration. These technical changes would 
appear to facilitate the administration of the proposed programs, and 
we see no objection to them. 

In our further discussion and analysis of the draft bill, it occurred 
to us that it would be desirable to have the responsibility for this 
new minerals program placed in the Department of the Interior rather 
than in the General Services Administration. We believe that the 
basic responsibility for this domestic minerals purchase pro should 
logically be in the agency which has primary responsibility for domestic 
minerals development programs. The General Services Administra- 
tion would still be expected to handle the actual procurement and 
custody of the materials acquired under this, legislation, but would 
operate under the general me icies and guidance of the Department of 
the Interior. This procedure would, be similar to the present pro- 
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cedures for procurement of materials for the strategic or supplemental 
stockpiles or for procurement under. the Defense Production Act, 
whereby the General Services Administration operates on the basis of 
policy decisions by the Office of Defense Mobilization. 

On pages 1 and 3 of the enclosed draft bill, there are indicated 
certain language changes which would be necessary to permit the basic 
responsibility for the new program to be placed in the Department 
of the Interior, with authority to delegate any of the functions under 
the act to the Administrator of General Services. For the reasons 
discussed above we recommend that the draft bill be amended as 
shown in the enclosed draft. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 


A BILL To provide for the maintenance of production of tungsten, asbestos, 
fluorspar, and columbium-tantalum in the United States, its Territories, and 
possessions, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the “Domestic Tungsten, Asbestos, Fluorspar, and Columbium- 
Tantalum Production and Purchase Act of 1956’. 

Sec. 2. The Department of the Interior is hereby authorized and 
directed to establish and maintain— 

(a) a program to purchase, f. 0. b. carriers conveyance, milling 
point, no more than one million two hundred and fifty thousand 
short ton units of tungsten trioxide (WO ;) contained in tungsten 
concentrates produced from ores mined in the United States, its 
Territories, and possessions, meeting the same specifications 
and under the regulations in effect on January 1, 1956, for pur- 
chases of this material by the General Services Administration 
under the authority of the Domestic Minerals Program Extension 
Act of 1953 (Public Law 206, Eighty-third Congress), at a base 
price of $55 per short ton unit: Provided, That the Department 
of the Interior shall not accept offers for delivery in any one 
calendar month, from any one producer, in excess of five thousand 
short-ton units originating in any one mining district from proper- 
ties controlled by such producer. For the purposes of the 
foregoing proviso, tungsten concentrates produced from ores 
sold to a mill or processing plant in accordance with regulations 
issued by the Department of the Interior shall not be considered 
as the production of the owner(s) of the mill or processing plant 
but shall be considered as the production of the producer of the 
ores. 

(b) a program to purchase nonferrous chrysotile asbestos 
produced from ores mined in the United States, its Territories, 
and possessions, meeting ‘the same specifications and under the 
same regulations and at prices in effect on January 1, 1956, for 
purchases of this material by the General Services Administra- 
tion under the authority of the Domestic Minerals Program 
Extension Act of 1953 (Public Law 206, Eighty-third Congress) 
in the amount of not to exceed two thousand tons of Crude 
No. 1 and Crude No. 2 combined, and not to exceed two thousand 
tons of Crude No. 3, excepting that Crude No,.3 may be purchased 
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only when offered with Crude No. 1 or Crude No. 2, or both, at 
a ratio of not in excess of one ton of Crude No. 3 to one ton of 
Crude No. 1 or Crude No. 2, or both. 

(c) @ program to purchase no more than two hundred and 
fifty thousand short tons of newly mined acid grade fluorspar 
produced from ores mined in the United States, its Territories, 
and possessions. Fluorspar purchased pursuant to this Act 
shall meet chemical and nivvical requirements which are not less 
favorable to producers than those set forth in the National Stock- 
pile Material, Purchase Specifications P-69a dated February 13, 
1952. Purchases shall be made under the program at a base 
price of $53 per short dry ton f. o. b. carriers conveyance at 
producers milling point ‘x base quality fluorspar containing 
97% calcium fluoride and 1% silica on a dry-weight basis. The 
base price shall be adjusted by premiums and/or penalties on 
quality which are not less favorable to producers than the 
following: 

1. The price shall be increased 1.1% for each 1% calcium 
fluoride above 97%, fractions pro rata, and/or 

2. The price shall be increased 4.2% for each 1% silica below 
1%, fractions pro rata, and/or 

3. The price shall be decreased 1.1% for each 1% calcium 
fluoride below 97%, fractions pro rata, and/or 

4. The price shall be decreased 4.2% for each 1% silica above 
1%, fractions pro rata. 

As used in this section the term ‘short dry ton’’ shall mean a short 
ton of 2,000 pounds with 1% allowable moisture. All moisture in 
excess of 1% shall be deducted from the delivery weight (out-turn 
U.S. Railroad Seale Weights) of the material accepted to determine 
the weight on which payment will be based. Adjustment of weight 
for moisture shall be accomplished by first deducting all moisture, as 
specified in Government analysis certificates, and then increasing the 
dry weight by one percentum. 

(d) a program to purchase columbium-tantalum-bearing ores or 
concentrates produced from ores mined in the United States, its 
Territories, and possessions, meeting the same specifications, and 
under the regulations, and at prices in effect on December 1, 1955, for 
purchasers of this material by the General Services Administration 
under the authority of the Domestic Minerals Program Extension 
Act of 1953 (Public Law 206, Eighty-third Congress) in the amount 
of not to exceed two hundred and fifty thousand pounds of contained 
combined pentoxides (Cb,O; plus T'a,Qs). 

Sec. 3. All materials purchased pursuant to the authority of this 
Act shall be held by the Department of the Interior to be made avail- 
able to the strategic stockpile or to be turned over to the supplemental 
stockpile created for strategic and critical materials in accordance with 
the provisions of the Act of July 10, 1954 (Public Law 480, Eighty- 
third Congress (68 Stat. 454)), as amended, as determined by the 


Director of the Office of Defense Mobilization. 
Src. 4. The Secretary of the Interior is hereby authorized to estab- 
fish and promulgate such regulations as may be necessary to carry 
_out the purposes of this Act, and may delegate any of the functions 
authorized by this Act to the Administrator of General Services. 
Szc. 5. The programs established pursuant to the authority of this 
Act shall terminate on December 31, 1958. 
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Sec. 6. There are hereby authorized to be appropriated to the 
Department of the Interior out of any moneys in the Treasury not 


otherwise st gr such sums as may be necessary to carry out the 
provisions of this Act. 





GENERAL Services ADMINISTRATION, 
Washington, D. C., July 3, 1956. 
Hon. Crarr ENGtE, 


Chairman, Interior and Insular Affairs Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrmMan: Mr. Soule of the committee staff furnished 
us the attached copy of draft revisions in S. 3982 with the request 
that we prepare estimates of cost to be supplied to your contmittee. 

The attached estimates, which include transportation, handling, 
storage, and administrative expenses, total $91,670,000. This com- 
pares with an estimate of $92,300,000, exclusive of transportation, 
storage, and other related costs, that was previously furnished your 
committee, based on S. 3982 as it passed the Senate. .- 


We will be pleased to furnish any further information that you 
may desire. 


Sincerely yours, 
Epwarp K. Mrs, Jr., 





























Deputy Administrator. 
Summary 
Purchase T tion 
cost handling, and Total 
TIL, Koc encnnstccncccdéqacsecesoetachsssaneminnes $68, 750, 000 $1, 975, 000 $70, 725, 000 
RIE ik Radcdnids shcwtncenntidmtetscnindicenndnscer 13, 250, 000 3, 115, 000 16, 365, 000 
Be chisineechinadussmoseboienmansebinapibaomsintins 3, 200, 000 20, 000 3, 220, 000 
Columbium-tantalum - ..................--+---se0---- 850, 000 10, 000 860, 000 
PP a codbnoutnsdabitataneetansedniniuninens 86, 050, 000 5, 120, 000 91, 170, 000 
SR, cicncttkateiandinkesccnnéstsibdicriinidastinkoepetinadeciahgemamnaninio’ 500, 000 
BO dic didgetcdcthactbictsininnassecsnecoae ooo 91, 670, 000 
' Average storage of 1 year. 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2597 





PROVIDING FOR THE CONVEYANCE OF FIFTEN ACRES OF LAND 
MORE OR LESS WITHIN THE GARZA-LITTLE ELM PROJECT TO 


THE CITY OF LEWISVILLE, TEX., FOR SEWAGE DISPOSAL PUR- 
POSES 





Juty 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


{To accompany H. R. 10423] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 10423) to provide for the conveyance of 15 acres of land more 
or less within the Garza-Little Elm project to the city of Lewisville, 
Tex., for sewage disposal poe having considered the same, 

t 


— favorably thereon with amendments and recommend that the 
bill do pass. 


The amendments are as follows: 


Page 1, Line 6, strike “‘fifteen’’ and insert in lieu thereof the figures 
18.18”, 


Amend the title to read: 


A bill to provide for the conveyance of 18.18 acres of land 
within the Garza-Little Elm project to the city of Lewisville, 
Texas, for sewage disposal purposes. 


PURPOSE OF THE BILL 


The purpose of the bill as amended is to authorize and direct the 
Secretary of the Army to convey to city of Lewisville, Tex., a portion 
of tracts A~9 and A-27 within the Garza-Little Elm project, but not 
to exceed 18.18 acres, required by the city for the construction of its 
sewage treatment plant, the conveyance to be by quitclaim deed and 
without monetary consideration therefor but on condition that in the 
event the property so conveyed shall fail or cease to be used for dis- 
poset purposes, the title thereto shall revert to and revest in the United 

tates and subject to such reservations, including flowage easements, 
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restrictions, terms and conditions as the Secretary of the Army deter- 
mines to be necessary in the interest of the United States. 


GENERAL STATEMENT 


The parcel of land referred to in the bill is a portion of two tracts 
of land purchased by the Department of the Army in 1949 for the 
Garza-Little Elm project. The parcel contains 18.18 acres and was 
acquired at a cost of $1,454. It is situated approximately 2,000 feet 
from the city’s existing plant which is inadequate to meet current and 
foreseeable needs. The city has recently completed a study of engi- 
neering plans for the improvement of its sew treatment system 
and has adopted a plan which involves the use of the 18.18 acres as a 
site on which to construct new facilities which will meet its expanding 
needs and design requirements of the Texas Department of Health. 

The Department of the Army advised the committee that the 18.18 
acres are not required for project purposes and the use of the land for 
the construction and operation me &@ sewage treatment plant will not 
adversely affect the maintenance and operation of the Garza-Little 
Elm Reservoir project. Representatives of the Department advised 
that minor flooding of the area will occur as a result of flood control 
releases through the outlet works, thereby necessitating the construc- 
tion of a low levee to protect portions of the sewage treatment plant. 
They suggested that the construction of such a levee should be made a 
condition of any conveyance of title to the land for use for these pur- 
poses, and stated that the provisions of H. R. 10423 are deemed 
adequate in this respect. 

The acreage reference in the title and in the bill was changed to show 
the actual acreage involved in the parcel of land to be conveyed. 

No expenditure of Federal funds would be required by reason of 
conveyance of this land to the city of Lewisville, and advice has been 
received that the Department of the Army has no objection to the 
enctment of this legislation. The committee recommends favorable 
action by the Congress. 


O 
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AMENDING SECTION 73 (i) OF THE HAWAIIAN ORGANIC 
ACT 





Ju.y 3, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 7893) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7893) to amend section 73 (i) of the Hawaiian 
se ype Act, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendment is as follows: 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That the first proviso of section 73 (i) of the Hawaiian Organic Act, as amended 
(48 U. 8. C., sec. 670), is further amended to read as follows: 
“Provided, however, That (1) lots may be sold for cash or on an extended time 
basis, as the commissioner may determine, without recourse to reese 2 or lot 
and forthwith patented to any citizen of the United States applying erefor, 
possessing the qualifications of a homesteader as now provided law, and who 
has qualified for and received a loan under the provisions of the Bankhead-Jones 
Farm Tenant Act, as amended or as may hereafter be amended, for the acquisition 
of a farm, and (2) lots may be sold for cash or on an extended time basis, as the 
commissioner may determine, without recourse to drawing or lot and forthwith 
— to any citizen of the United States applying m Paseo if such citizen 
a. not less than two years’ experience as a farm owner, farm tenant, or farm 

rer:”’, 


EXPLANATION OF THE BILL 


The purpose of H. R. 7893, as amended, introduced by Delegate 
Farrington, is to amend section 73 (i) of the Hawaiian Organic Act. 

Section 73 (i) of this act permits persons entitled to take homestead 
lots under certificate, lease, or agreement to be determined by drawing 
or lot after due public notice. The act of July 9, 1952 (66 Stat. 515, 
48 U.S. C. 670) amended the Organic Act to provide that lots may 
be sold for cash, without recourse to such drawing or lot, to persons 
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in cases where they have qualified for and received loans under the 
provisions of the Bankhead-Jones Farm Tenant Act. This 1952 
proviso amended an earlier proviso added to section 73 (i) by the act 
of July 29, 1939 (53 Stat. 1126), which provided that any Lots that 
had been put up for disposition by drawing or lot but were not taken 
or if taken were forfeited or surrendered could be disposed of for cash 
me ee homesteaders who receive Bankhead-Jones Farm Tenant 
ct. loans. 

The 1952 act authorizes the sale for cash of homestead lots to 
persons qualifying under the Bankhead-Jones Act so that receipients 
of loans under that act may purchase farms merely by demonstrating 
their qualifications and by not having to go through the lot drawing 
procedure which gives priority in purchasing public lands to persons 
qualifying under the Bankhead-Jones Act. The procedure appears 
to be weak in two respects. First, competent, substantial farmers 
with satisfactory credit ratings are disqualified from securing home- 
steads under the Bankhead-Jones Act. Secondly, in order to obtain 
the more desirable homesteads the potential owners have to contribute 
funds of their own in a lump-sum payment to enable them to secure 
land patents which may be mortgaged through the Farmers’ Home 
Administration. For the most part, the FHA loans are insufficient 
to purchase the land and also to provide funds for building the neces- 
sary residence and for buying essential farming equipment. 

H. R. 7893, as introduced, was amended in the Committee on In- 
terior and Insular Affairs by substituting language proposed by the 
Department of the Interior. H. R. 7893, as amended, remedies the 
defects enumerated above by providing that qualified farmers whether 
or not eligible for loans under the Bénbtiega: ones Act will have equal 
rene in s¢curing homesteads either on a cash or on extended time 

asis. Finally, the amended bill provides that applicants for land 
must have not less than 2 years’ experience in farming as an owner, 
tenant, or laborer. 

The report of the Department of the Interior containing the pro- 
posed substitute bill dated June 19, 1956, is as follows: 


DEPARTMENT OF THE INTPRIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 14, 1956. 
Hon. Charr ENGtrE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatwes, Washington, D. C. 

My Dear Mr. Enate: This responds to your request for the views 
of this Department on H. R. 7893, a bill to amend section 73 (i) of the 
Hawaiian Organic Act. 

We recommend that the bill not be enacted, but that in lieu thereof 
the attached proposed substitute bill be enacted. 

Under the provisions of section 73 (i) of the Hawaiian Organic Act, 
persons entitled to take homestead lots under certificate, lease, or 
agreement are determined by drawing or lot after due public notice. 
However, under the proviso added to section 73 (i) by the act of July 
9, 1952 (66 Stat. 515, 48 U.S. C., sec. 670), lots are sold for cash, 
without recourse to such drawing or lot, to persons who have qualified 
for and received loans under the provisions of the Bankhead-Jones 
Farm Tenant Act. ‘This proviso amended the former proviso added 
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to section 73 (i) by the act of July 29, 1939 (53 Stat. 1126), which 

provided that any lots which had been put up for disposition by draw- 

ing or lot but were not taken or were taken and forfeited or surrendered 

with the consent of the commissioner could be disposed of for cash to 
pre homesteaders who receive Bankhead-Jones Farm Tenant 
ct loans. 

The purpose of the July 9, 1952, proviso is to authorize the Com- 
missioner to sell homestead lots for cash to persons qualifying under 
the Bankhead-Jones Act so that recipients of loans under that act may 
purchase farms merely upon demonstrating their qualifications and 
without taking their chances at being designated through a drawing 
or allotment or depending upon a failure to take a forfeiture or a sur- 
render by the person so designated. The effect of this procedure is to 
give persons qualified under the Bankhead-Jones Act a priority in 
purchasing public lands. 

Experience has shown the need for additional amendment to this 
procedure. First of all, competent farmers who have managed to 
accumulate assets and have a good financial rating which enables them 
to borrow substantial sums, are disqualified from securing homesteads 
under the Bankhead-Jones Act. Secondly, in order to secure certain 
of the more desirable homesteads the farmers have to contribute 
moneys of their own in a lump-sum payment in order to secure land 
patents which may be mortgaged through the Farmers’ Home Ad- 
ministration. The individual loans permitted by the Farmers’ Home 
Administration are not large enough to purchase the land and also to 
provide funds for building the residence and buying the necessary 
equipment for the farm. Finally, it is believed that the screening of 
ba gua ih homesteaders needs to be speeded up materially. 

The purpose of the bill is to correct the defects pointed out above 
which have been experienced in the present procedure. The attache 
proposed substitute would provide that qualified farmers whether or 
not eligible for loans under the Bankhead-Jones Act will have equal 
priority toward securing such homesteads, and that such homesteads 
may be sold on an extended time basis, as well as for cash. Our pro- 
posed substitute also would provide that such applicants must have 
not less than 2 years’ experience in farming rather than give to the 
land commissioner unrestricted discretion to pass on the eligibility of 
applicants which is proposed in the bill as introduced. 

he Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
Westey A, D’Ewarrt, 
Assistant Secretary of the Interior. 


A BILL To amend section 73 (i) of the Hawaiian Organic Act 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
first proviso of section 73 (i) of the Hawaiian Organic Act, 
as amended (48 U. 8. C., sec. 670), is further amended to 
read as follows: 

“Provided, however, That (1) lots may be sold for cash or on 
an extended time basis, as the commissioner may determine 
without recourse to drawing or lot and forthwith patented 


to any citizen of the United States applying therefor, possess- 
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ing the qualifications of a homesteader as now provided by 
law, and who has qualified for and received a loan under the 
provisions of the Bankhead-Jones Farm Tenant Act, as 
amended or as may hereafter be amended, for the acquisi- 
tion of a farm, et (2) lots may be sold for cash or on an 
extended time basis, as the commissioner may determine, 
without recourse to drawing or lot and forthwith patented 
to any citizen of the United States applying therefor if such 
citizen has not less than two years’ experience as a farm 
owner, farm tenant, or farm laborer:’’. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 7893, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 73 (i) or THE Hawauan Oroanic Act (31 Star. 154) as 
AmeENbDeED (48 U. S. C. 670) 


The persons entitled to take under any such certificate, lease, or 
agreement shall be determined by drawing or lot, after public notice 
as hereinafter provided; and any lot not taken, or taken and forfeited, 
or any lot or part thereof surrendered with the consent of the com- 
missioner, which is authorized, may be disposed of upon application 
at not less than the advertised price by any such NatiBante Wace, or 
agreement without further notice. The notice of any sale, drawing 
or allotment of public land shall be by publication for a period of not 
less than sixty days in one or more newspapers of general circulation 

ublished in the Territory: Provided, however, That lots may be sold 
for cash without recourse to drawing or lot and forthwith patented to 
any citizen of the United States applying therefor, possessing the 
qualifications of a homesteader as now provided by law, and who has 

ualified for and received a loan under the provisions of the Bankhead- 

ones Farm Tenant Act, as amended or as may hereafter be amended, 
for the acquisition of a farm: Provided, however, That (1) lots may be 
sold for cash or on an extended time basis, as the commissioner may 
determine, without recourse to drawing or lot and forthwith patented to 
any citizen of the United States applying therefor, possessing the quali- 
fications of a homesteader as now provided by law, and who has qualified 
for and received a loan under the provisions of the Bankhead-Jones 
Farm Tenant Act, as amended or as may kereafter be amended, for the 
acquisition of a farm, and (2) lots may be sold for cash or on an extended 
time basis, as the commissioner may determine, without recourse to draw- 
in or lot and forthwith patented to any citizen of the United States apply- 
ing therefor 1f such citizen has not less than two years’ experience as a 
jarm owner, farm tenant, or farm laborer: And provided further, That 
any patent issued upon any such sale shall contain the same restrictive 
provisions as are now contained in a patent issued after compliance 
with a right of purchase lease, cash freehold agreement, or special 
homes agreements, 


O 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


(To accompany H. Res. 541] 


ACTION 


The Committee on Government Operations, to whom was referred 
the resolution (H. Res. 541) to disapprove Reorganization Plan No. 2 


of 1956, report favorably thereon and recommend that the resolution 
do pass. 


he Committee on Government Operations, therefore, recommends 
that the House disapprove the reorganization plan. 
{H. Res. 541, 84th Cong., 2d sess.| 
RESOLUTION 
Resolved, That the House of Representatives does not favor 


the Reorganization Plan Numbered 2 transmitted to Con- 
gress by the President on May 17, 1956. 


{H. Doc. No. 406, 84th Cong., 2d sess.) 


MESSAGE FROM THE PRESIDENT OF THE UNITED StraTEs. 
TRANSMITTING REORGANIZATION Puan No. 2 oF 1956, 
Pursuant TO THE ReorGANtzaTion Act oF 1949, as 


AMENDED 
To the Congress of the United States: 


I transmit herewith Reorganization Plan No. 2 of 1956, 
prepared in accordance with the provisions of the Reorganiza- 


1 


UNIVERSITY OF MICHIGAN LIBRARIES 


ap tks 


+e 

















REORGANIZATION PLAN NO. 2 OF 1956 


tion Act of 1949, as amended. The reorganization plan is 
designed to provide the Federal Savings and Loan Insurance 
Corporation with its own management, independent of the 
Federal Home Loan Bank Board. This organizational 
change accords with a recommendation of the second Com- 
mission on Organization of the Executive Branch of the 
Government. 

The management of the Federal Savings and Loan In- 
surance Corporation has been merged with and identical to 
that of the Federal Home Loan Bank System since the 
Corporation was established in 1934. It may well be that 
this identity of management was useful during the formative 
years of the Federal Home Loan Bank System and of the 
program of the Federal Savings and Loan Insurance Corpora- 
tion. I am satisfied, however, that the time has come to 
separate the two agencies. Reorganization Plan No. 2 of 
1956 establishes, separate from the Federal Home Loan 
Bank Board, a new board of trustees of the Federal Savings 
and Loan Insurance Corporation; vests the management of 
the Corporation in that Board of Trustees; and makes 
appropriate transfers of the functions of the Federal Home 
Loan Bank Board to the Board of Trustees and to the 
Corporation. 

The present responsibilities of the Federal Home Loan 
Bank Board are principally (1) supervision and lation 
of the 11 home-loan banks established pursuant to the Fed- 
eral Home Loan Bank Act of July 22, 1932, and of member 
institutions thereof, (2) chartering, supervision, and regula- 
tion of Federal savings and loan associations, under the 
Home Owners’ Loan Act of 1933, and (3), beginning in 
1934, management of the Federal Savings and Loan Insur- 
ance Corporation, together with related supervision and 
regulation of insured institutions. 

The reorganization plan is directed at the third of the 
foregoing, which is essentially a responsibility for the in- 
surance of individual accounts in institutions of the savings 
and loan type, including concomitant supervision and regu- 
lation of insured institutions. Thus, the Federal Home 
Loan Bank Board will retain both its original functions 
relating to home-loan banks and their member institutions, 
and its functions, under the Home Owners’ Loan Act, of 
chartering, supervision, and regulation of Federal savings 
and loan associations. 

The financial soundness of the insurance program of the 
Federal Savings and Loan Insurance Corporation is of 
major and increasing interest to the Government. Under 
the law the Treasury may be called upon to purchase up to 
$750 million in obligations of the Corporation. The volume 
of savings insured by the Corporation has increased nearly 
sixfold in the last 10 years and now stands at approximately 
$28 billion. 

In its audit reports submitted to the Congress from time 
to time the General Accounting Office has questioned the 
desirability of permitting an agency having the authority 
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to promote and charter Federal savings and loan asso- 
ciations, which are required by law to insured, also to 
administer the insurance underwriting. The General Ac- 
counting Office has stated that experience has shown that 
the responsibility for those functions are inherently con- 
flicting and has recommended that the Congress consider 
separating the Federal Savings and Loan Insurance Corpora- 
tion from the Home Loan Bank Board. The second Com- 
mission on Organization of the Executive Branch of the 
Government, in its report to the Congress on the subject of 
lending agencies, stated that there should be a clear separa- 
tion of the management of the two agencies. 

I am persuaded that separation of the two programs will 
enhance the quality of the management of the Corporation. 
It will promote continuing public confidence in the savings 
and loan insurance program, and will better safeguard the 
interests of the Corporation and of the Treasury in minimiz- 
iy BO danger of losses arising from the contingent insurance 
liability. 

The primary responsibility of the Federal Home Loan 
Bank Board will continue to be the encouragement of local 
thrift associations and the maintenance of a stable flow of 
funds for home financing by its member institutions. The 
reorganization plan will enhance the Board’s ability to 
perform these functions by relieving it of its present conflict- 
ing responsibility for administering Federal insurance of 
savings and loan associations. 

Reorganization Plan No. 2 of 1956 provides that the Chair- 
man of the Federal Home Loan Bank shall be | of the 3 
members of the Board of Trustees of the Federal Savings 
and Loan Insurance Corporation. That arrangement is 
considered desirable to foster coordination of the policies of 
the Corporation and of the Federal Home Loan Bank Board. 
Moreover, the arrangement corresponds generally to the 
interrelationship of the Federal Deposit Insurance Corpora- 
tion, which insures deposits of commercial banks, and the 
Comptroller of the Currency, who charters and supervises 
national banks and is a member of the Board of Directors of 
that Corporation, but does not otherwise control it. 

Relationships of the Federal Savings and Loan Advisory 
Council will be affected by the reorganization plan to the 
extent that the Council will confer with the Corporation, in 
lieu of the Federal Home Loan Bank Board, on special condi- 
tions affecting the Corporation, and also will direct to the 
Corporation those of the Council’s recommendations and 
requests for information which pertain to the Corporation. 
The plan does not otherwise affect the Council or the func- 
tions of the Federal Home Loan Bank Board with respect to 
the Council. 

After investigation I have found and hereby declare that 
each reorganization included in Reorganization Plan No. 2 

of 1956 is necessary to accomplish one or more of the purposes 
set forth in section 2 (a) of the Reorganization Act of 1949, 
asamended. I have also found and hereby declare that it is 
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necessary to include in the accompanying reorganization plan, 
by reason of reorganizations made thereby, provisions for the 
appointment and compensation of officers as therein provided. 

he rates of compensation so fixed are those which I have 
found to prevail in respect of comparable officers in the 
executive branch of the Government. 

I believe that the reorganizations made by the Reorganiza- 
tion Plan No. 2 of 1956 will in the long run tend to reduce 
expenditures of the Government by reason of the more 
effective protection of the Government’s large financial 
interest in the affairs of the Federal Savings and Loan 
Insurance Corporation and of the institutions insured by 
the Corporation. It is not practicable, however, to itemize 
at this time the reduction in expenditures which it is probable 
will be brought about by the taking effect of the reorganiza- 
tions included in the reorganization plan. There will be a 
modest increase in the overall operating expenses of the 
Corporation and of the Federal Home Loan Bank Board, 
which are financed from the receipts of assessments, fees, 
premiums, and investment income of the Corporation and 
of the Board, and not from ordinary Government appropria- 
tions. 

The insured institutions, the holders of insured accounts, 
and the Federal Government all have a vital stake in the 
insurance program of the Federal Savings and Loan Insurance 
Corporation. Reorganization Plan No. 2 of 1956 will 
substantially benefit all of them. I urge the Congress to 
allow the reorganization plan to become effective. 


Dwicat D. E1sennower. 
Tue Wuite Houss, May 17, 1956. 
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Eragwwed by the President and transmitted to the Senate and the 

House of Representatives in Congress assembled, May 17, 1956, 
pursuant to the provisions of the Reorganization Act of 1949, 
approved June 20, 1949, as amended 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Section 1. Board of Trustees-—(a) There is hereby 
established the Board of Trustees of the Federal Savings 
and Loan Insurance Corporation (hereinafter referred to 
as the Board of Trustees). 

(b) The Board of Trustees shall be composed of three 
members as follows: (1) two members, each of whom shall 
be appointed by the President by and with the advice and 
consent of the Senate and receive compensation at the rate 
now or hereafter prescribed by law for the Chairman of the 
Federal Home Loan Bank Board, and (2) the Chairman of 
the Federal Home Loan Bank Board, ex officio. The 
President shall from time to time designate to be the chair- 
— . the Board of Trustees one of the appointive members 

ereof. 
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Src. 2. Transfer of functions.—(a) There are hereby trans- 
ferred to the Board of Trustees all functions of the Federal 
Home Loan Bank Board, including all functions of the Chair- 
man thereof, with respect to directing and operating the 
Federal Savings and Loan Insurance Corporation (herein- 
after referred to as the Corporation) and with respect to the 
appointment and the fixing of compensation of officers, em- 
ployees, attorneys, and agents of the Corporation. 

(b) Except as transferred by the provisions of section 2 (a) 
of this reorganization plan, and exclusive of the functions of 
granting approval required under section 406 (a) of title [IV 
of the National Housing Act, as amended (12 U.S. C. 1729 
(a)), which function of approval shall remain with the Fed- 
eral Home Loan Bank Board, all functions of that Board 
provided for in the said title [V, including all functions of 
any member or agent of that Board so provided for, and all 
other functions vested in or performed by that Board by 
reason of its responsibility to or for the Corporation, are 
hereby transferred to the Corporation. 

Sec. 3. Status of the Corporation; authority of the Presi- 
dent.—(a) The Corporation, including the Board of Trus- 
tees, shall hereafter be separate from and, except as pro- 
vided in section 2 (b) of this reorganization plan in regard 
to approval required under section 406 (a) of title IV of the 
National Housing Act, as amended, independent of the Fed- 
eral Home Loan Bank Board; but nothing herein shall pre- 
clude the Corporation or the Federal Home Loan Bank 
Board, in respect of their respective functions after the pro- 
visions of this reorganization plan take effect, from utilizing 
the information, services, and facilities of the other under 
interagency arrangements authorized or permitted by law. 

(b) The Corporation, including the Board of Trustees and 
all matters under the jurisdiction of the Board of Trustees, 
shall be subject to the direction and control of the President 
of the United States. 

Sec. 4. Incidental transfers—(a) All assets, liabilities, 
contracts, commitments, property, records, personnel, and 
unexpended balances of + con aage allocations, and 
other funds (including authorizations and allocations for 
administrative expenses), available or to be made available, 
of the Corporation shall remain with the Corporation. 

(b) So much of the assets, liabilities, contracts, commit- 
ments, property, records, personnel, and unexpended bal- 
ances of appropriations, allocations, and other funds (includ- 
ing authorizations and allocations for administrative ex- 

enses), available or to be made available, of the Federal 

ome Loan Bank Board as the Director of the Bureau of the 
Budget shall determine to relate primarily to the Corporation 
or to its functions (including the functions vested in the 
Corporation by statute, the functions transferred to the 
Corporation by the provisions of this ac os. paneogg plan, 
and the functions transferred to the board of trustees by the 


isions of this reorganization plan) shall be transferred 
m the Federal Home Loan Bank Board to the Corporation 
at such time or times as the said Director shall direct. 
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(c) Such further measures and dispositions as the Director 
of the Bureau of the Budget shall determine to be ne 
in order to effectuate the transfers provided for in this section 
shall be carried out in such manner as the Director shall 
direct and by such agencies as he shall designate. 

Sec. 5. Effective date—The provisions of sections 2, 3, and 
4 of this reorganization plan shall take effect on the first day 
following the day on which the second of the two appointive 
members of the Board of Trustees first appointed under this 
reorganization plan enters upon office as such member. 


REORGANIZATION ACT OF 1949 


The Reorganization Act of 1949 permits the President to make 
certain reorganizations in the Government which go into effect 60 
calendar days after submission of a reorganization plan to Congress 
providing the plan is not disapproved by the affirmative vote of a 
majority of the authorized membership in either the House or the 
Senate. The purposes of the act are (sec. 2 (a)): 

. * . * * 


(1) to promote the better execution of the laws, the 
more effective management of the executive branch 
of the Government and of its agencies and functions, 
and the expeditious administration of the public 
business; 

(2) to reduce expenditures and promote economy, 
to the fullest extent consistent with the efficient opera- 
tion of the Government; 

(3) to increase the efficiency of the operations of the 
Government to the fullest extent practicable; 

(4) to group, coordinate, and consolidate agencies 
and functions of the Government, as nearly as may be, 
according to major purposes; 

(5) to reduce the number of agencies by consolidating 
those having similar functions under a single head, and 
to abolish such agencies or functions thereof as may not 
be necessary for the efficient conduct of the Govern- 
ment; and 

a to eliminate overlapping and duplication of 
effort. 


The act is specific about what matters may be deemed to be 
reorganizations. As stated in section 8 of the act— 


the term “reorganization” means any transfer, consolidation, 
coordination, authorization, or abolition, referred to in 
section 3— 

which reads as follows: 


sere 3. Whenever the President, after investigation, finds 
that— 


(1) the transfer of the whole or er pee of any 
agency, or of the whole or any part of the functions 


thereof, to the jurisdiction and control of any other 
agency; or 
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(2) the abolition of all or any part of the functions of 
any agency; or 
(3) the consolidation or coordination of the whole or 
any part of any agency, or of the whole or any part of 
the functions thereof, with the whole or any part of any 
other ad or the functions thereof; or 
(4) the consolidation or coordination of any part of 
any agency or the functions thereof with any other part 
of the same agency or the functions thereof; or 
(5) the authorization of any officer to delegate any of 
his functions; or 
(6) the abolition of the whole or any part of any 
agency which agency or part does not have, or upon the 
taking effect of the reorganization plan will not have, 
any functions, 
is necessary to accomplish one or more of the purposes of 
section 2 (a), he shall prepare a reorganization plan for the 
making of the reorganizations as to which he has made find- 
ings and which he includes in the plan, and transmit such 
plan (bearing an identifying number) to the Congress, 
together with a declaration that, with respect to each 
reorganization included in the plan, he has found that such 
reorganization is necessary to accomplish one or more of 
the purposes of section 2 (a). ‘The delivery to both Houses 
shall be on the same day and shall be made to each House 
while it is in session. The President, in his message trans- 
mitting a reorganization plan, shall specify with respect to 
each abolition of a function included in the plan the statutory 
authority for the exercise of such function, and shall specify 
the reduction of expenditures (itemized so far as practicable) 
which it is probable will be brought about by the taking 
effect of the reorganizations included in the plan. 


PURPOSE OF REORGANIZATION PLAN NO. 2 


The purpose of Reorganization Plan No, 2 of 1956, submitted to 
the House of Representatives on May 17, 1956, is to separate the 
Federal Savings and Loan Insurance Corporation from the Federal 
Home Loan Bank Board of which it is now a part and provide the 
Corporation with its own independent management. Board of 
—— for the Corporation composed of three members would be 
created. 

The Federal Savings and Loan Insurance Corporation would, thus, 
become an independent agency subject to the direction and control 
of the President. One of its three trustees, however, would be the 
Chairman of the Federal Home Loan Bank Board. 


HEARINGS 


The Subcommittee on Executive and Legislative Reorganization of 
the House Committee on Government Operations conducted a hearing 
on House Resolution 541 and Reorganization Plan No. 2 of 1956 on 
June 26, 1956. Printed copies of the hearings are available. The sub- 
committee received testimony from— 
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Hon. Dante B. Fascell 

Hon. Lester Johnson 

Hon. Chet Holifield 

Hon. Brent Spence 

Hon. Henderson Lanham 

Hon. Harrison Williams, Jr. 

- er McAllister, Chairman, Federal Home Loan Bank 

Mr. Percival Brundage, Director, Bureau of the Budget 

Mr. William F. Finan, Assistant Director, Bureau of the Budget 

Mr. Henry A. Bubb, Topeka, Kans., chairman, Legislative Com- 
mittee, United States Savi and Loan League 

Mr. W. Franklin Morrison, National Savings and Loan League 

Mr. Alfred Highsmith, Citizens Committee on the Hoover Report 

Mr. Joseph F. Maloney, Fordham University 

Mr. Owen Kane, General Accounting Oflice 


GENERAL STATEMENT 


In its recommendation that this reorganization plan be disapproved, 
the committee does not intend to convey the impression that it neces- 
sarily considers the Federal Home Loan Bank Board to be free from 
criticism or that the present organizational arrangement is the best. 
It does not feel that a case was made for the separation of these 
functions by the method of a reo ization plan. 

The committee was imopednbed iveitli testimony concerning the 
necessity for a very careful control of the huge funds being handled 
by the local Federal savings and loan association and by the Govern- 
ment’s responsibility under the insurance programs. A thorough study 
and investigation of these matters seems indicated, particularly in view 
of the evidence of laxity in examinations of which the recent embezzle- 
ment in the Commonwealth Building & Loan Association of Norfolk, 
Va., seems to be an example. The disapproval of Reorganization 
Plan No. 2 of 1956 by the Committee on Government Operations was 
by unanimous vote. 

The adoption by the House of Representatives of House Resolution 
541 within 60 calendar days from the date of its submission to the 
Congress, as specified in the Reorganization Act of 1949, will prevent 
the plan from going into effect. 


SECTION-BY-SECTION ANALYSIS 


Section 1 establishes a three-member Board of Trustees of the Fed- 
eral Savings and Loan Insurance Corporation, composed of the Chair- 
man of the Federal Home Loan Bank Board, ex officio, and two 
additional members, appointed by the President, subject to Senate 
confirmation, who would receive the same annual compensation as 
that authorized for the Chairman of the Bank Board ($15,000). The 
President would, from time to time, designate the Chairman of the 
Corporation’s Board of Trustees from cy Sr appointive members. 

ection 2 transfers to the Corporation’s Board of Trustees (a) all 


of the functions now vested in the Federal Home Loan Bank Board, 
including those of the Chairman thereof, with respect to directing and 
operating the Federal Savings and Loan Insurance Corporation, and 
the appointment and fixing of compensation of officers, employees, 
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attorneys and agents of the Corporation; and (6) all other functions 
of the Bank Board, its members or agents, provided for in title IV of 
the National Housing Act, as amended (12 U. S. C. 1724-30) (these 
relate to insurance of savings and loan accounts). However, the 
Bank Board would retain its present function of approving the organi- 
zation of new Federal savings and loan associations proposed by the 
Corporation to facilitate the liquidation of insured institutions, under 
ae op (a) of the National Housing Act, as amended (12 U.S. C. 
1729 (a)). 

Section 3 provides that (a) the Federal Savings and Loan Insurance 
Corporation, including its Board of Trustees, shall be separate from 
and independent of the Federal Home Loan Bank Board, except for 
the approval functions of the Bank Board under section 406 (a) of the 
National Housing Act, as amended, referred to in the preceding sec- 
tion; but this a and independence shall not preclude the Cor- 
poration or the Bank Board, after the effective date of this plan, from 
utilizing the information services and facilities of the other under 
interagency agreements authorized or permitted by law; and (b) the 
Corporation, including its Board of Trustees, and all matters under the 
jurisdiction of the Board of Trustees, shall be subject to the direction 
and control of the President of the United States. 

Section 4 (a) authorizes the retention by the Corporation of all of 
its assets, liabilities, commitments, contracts, records, personnel, un- 
expended balances of appropriations, allocations, and other funds now 
available or to be made available; and (6) provides for the transfer to 
the Corporation of that proportion of such items, available or to be 
made available to the Federal Home Loan Bank Board, which the 
Director of the Bureau of the Budget shall determine to relate pri- 
marily to the Corporation or its functions, including those functions 
vested in the Corporation by statute, those transferred to it by this 
reorganization plan, and those transferred to its Board of Trustees by 
this reorganization plan, such transfers to take place at such times as 
the Budget Director shall direct; and (c) authorizes such further meas- 
ures and dispositions as the Director of the Bureau of the Budget 
shall determine to be necessary in order to effectuate the transfers 
provided for in this section, to be carried out as the Director shall 
direct and by such agencies as he shall designate. 

Section 5 provides that the provisions of sections 2, 3, and 4*of 
the plan shall become effective on the first day following the day on 
which the second of the two appointive members of the Board of 
‘Trustees first appointed under this plan assumes office as such member. 


HOME LOAN BANK BOARD 


The Home Loan Bank Board was created as a constituent agency 
of the Housing and Home Finance Agency by Reorganization Plan 3 
of 1947, effective July 27, 1947. Pursuant to the plan the Board 
assumed the functions of the previous Federal Home Loan Bank 
Board, the Board of Directors of the Home Owners’ Loan Corporation 
(since dissolved), the Board of Trustees of the Federal Savings and 
Loan Insurance Corporation, and of any members of any of these 
boards. In August 1955.the Bank Board was made an independent 
agency and renamed the Federal Home Loan Bank Board, thereby 
being separated from the Housing and Home Finance Agency. This 
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was accomplished in the Housing Amendments of 1955 (Public Law 
345, 84th Cong.). 

The Board consists of three members, appointed by the President 
by and with the advice and consent of the Senate. Not more than 
two members may be members of the same political party. Members 
are appointed for a term of 4 years each. 

The Federal Home Loan Bank Board’s major functions include 
(1) supervision of 11 Federal home-loan banks, established under the 
authority of the Federal Home Loan Bank Act (12 U.S. C. 1437); 
(2) chartering, supervision and examination of Federal savings and 
loan associations as authorized by the Home Owners’ Loan Act of 
1933 (12 U. S. C. 1464); and (3) direction and regulation of the 
Federal Savings and Loan Insurance Corporation. 

Federal Home Loan Bank Board activities are financed by charges 
to savings and loan associations for services of its Examining Division 
and by assessments against institutions for which supervisory and 
other services are rendered. No appropriations from the general 
funds of the United States have been necessary, except in the early 
years for expenses incident to organizing the Federal home-loan 

anks and promoting the organization of Federal savings and loan 
associations. However, the expenses of the Bank Board are limited 
by annual congressional authorizations, despite the fact that it receives 
no appropriated funds. For fiscal year 1954, the Congress established 
a limitation of $775,000 on the amount that the Bank Board was 
permitted to spend for administrative expenses, and a limitation of 
$2,085,000 on the amount it was permitted to spend in the examination 
of Federal- and Staheshiathaned. institutions (67 Stat. 314). Other 
nonadministrative expenses were not subject to limitations (Comp- 
troller General’s Report on Audit of Home Loan Bank Board for 
fiscal year 1954, H. Doc. No. 321, 84th Cong., pp. 4-5). 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


The Federal Savings and Loan Insurance Corporation was created 
by title IV of the National Housing Act to insure the safety of savings 
in thrift and home-financing institutions. 

The operations of the Federal Savings and Loan Insurance Cor- 
poration are directed by a General Manager, under the supervision 
and authority of the Home Loan Bank Board. 

The Corporation guarantees the safety of savings and credited earn- 
ings up to $10,000 for each investor’s account in an insured institution, 
All Federal savings and loan associations, and those State-chartered 
building and loan, savings and loan, and homestead associations, and 
cooperative banks which apply and are approved, are insured. 

The normal activities of the Insurance Corporation consist princi- 
pally of underwriting insurance, billing and collecting premiums, and 
investing surplus funds. In addition, the Corporation has certain 
statutory remedial powers relative to the liquidation of insured insti- 
tutions. Thus, the law requires that the Rasararon be appointed 
as conservator or receiver for all Federal savings and loan associations 
in default, and it may be so appointed for all other insured institu- 
tions. In functioning as receiver or conservator, the Corporation 
may (1) take over the assets of and operate the institution; (2) take 
action necessary to put it in asound and solvent condition; (3) merge it 
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with another insured institution; (4) organize a new savings and loan 
association to take over its assets; or (5) liquidate its assets. It is also 
authorized to take steps to prevent default of an insured institution or 
to restore an insured institution in default to normal operation by 
purchasing the assets of the institution or by making loans or contribu- 
tions to the institution. Contributions, however, may not exceed the 
estimated loss which would result to the Corporation from the liquida- 
tion of the insured institution. 

As of March 31, 1956, there were 3,581 insured savings and loan 
associations, with total assets of approximately $35,400 million. Of 
these 1,703 were insured Federal savings and loan associations, involv- 
ing total assets of $20,700 million and 1,878 were State-chartered asso- 
ciations, involving total assets of $14,700 million. It is estimated Rat 


the total insured share liability of the Insurance Corporation amounts 
to $29,400 million. 


JUSTIFICATION FOR THE REORGANIZATION PLAN 


In his message transmitting Reorganization Plan No. 2 of 1956, the 
President sets forth that the plan is Jax soaps in accordance with the 
Reorganization Act of 1949 as amended. 

The President states that the organizational change accords with a 
recommendation of the Hoover Commission on the Organization of 
the Executive Branch of the Government; that the identity of manage- 
ment of the 2 agencies may have been useful during the formative 
years of the 2 programs but the time has come to separate the 2 
agencies. He stresses the increasing interest in the financial sound- 
ness of the insurance program; that the separation of the two pro- 
grams will enhance the uality of management of the insurance 
corporation and that the ‘Bank Board will be better able to carry 
out its primary responsibility of encouraging local thrift associations 
and maintaining a stable flow of funds for home financing. 

The President further points out that the General Accounting 
Office has recommended the separation of the agencies because the 
responsibilities for the functions of the two agencies are inherently 
conflicting. He feels however, that placing the Chairman of the 
Home Loan Bank Board as 1 of the 3 trustees of the Corporation is 
desirable to foster coordination of the policies of the 2 separate 
agencies and corresponds to the relationship between the Federal 
Deposit Insurance Corporation and the Comptroller of the Currency. 

The President found it not practicable to itemize the reduction in 
expenditures that he feels in the long run will be realized. He noted, 
however, that there would be— 


a modest increase in the overall operating expenses of the 
two agencies which are financed by their own operations and 
not by appropriations. 
The Director of the Bureau of the Budget in testimony during the 
hearings stressed the need for more effective supervision of Federal 


savings and loan associations which he believed would be gained under 
the new agency. He said: 


The phenomenal growth of these insured institutions and 
the character of their assets emphasize the importance of the 
responsibilities vested by law in the Federal Savings and Loan 
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Insurance Corporation. The Corporation has a duty to 
require such examinations of insured institutions as may in 
its judgment be “‘necessary for its protection and the protec- 
tion of other insured institutions” and to take steps, through 
the appropriate supervisory body, to secure such corrective 
action as may be indicated. ective examination and 
supervision are essential to the protection of the Corporation 
and the holders of share accounts, particularly since the re- 
serves and undivided profits of the insured associations repre- 
sent a smaller proportion of risk assets than in 1945, and since 
the surplus and reserves of the Corporation itself have de- 
creased during the same period from 1.2 to 0.6 percent of the 
insured liability. 


HOOVER COMMISSION RECOMMENDATION 


Another justification offered for Reorganization Plan No. 2 of 1956 
is that it accords with a recommendation of the Hoover Commission 
on Organization of the Executive Branch of the Government. 

In the Commission’s report on lending agencies (House Doc. 107) is 
found the following on page 24: 


Inasmuch as the Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation are closely affiliated 
and since the Bank Board establishes policy which is imple- 
mented by the Savings and Loan Insurance Corporation, 
there should be a clear separation of the management of the 
two agencies. 


Recommendation No. 4 


That no person be permitted to serve as a member of the 
Home Loan Bank Board and the Federal Savings and Loan 
Insurance Corporation at the same. time. 


This is the sole reference to be found in the Commission’s report. 
No other facts, reasons, or documentation are given by the Commis- 
sion in support of its recommendation No. 4. 

It may be noted that the Hoover Commission’s Task Force on 
Lending Agencies seems to have taken the on view. In its 
ore (p. 38) it speaks of the Federal Home Loan Bank Board as 
ollows: 


It supervises a system of privately owned Federal home 
loan banks, and their member institutions which are local 
thrift and home-financing institutions of the savings and loan 
type. Also, it supervises the Federal Savings and Loan In- 
surance Corporation. This appears to be a natural grouping 
of functions which requires no change. 


Under the heading of ‘Recommendation—Federal Savings and 
Loan Insurance Corporation” we find the following on page 40: 


Except for the general recommendations on management 
presented earlier in this report, the task force has no recommen- 
dations to offer with respect to the organization and operation of 
this mutual insurance trust. {Emphasis supplied.] 


Reorganization Plan No. 2 of 1956 does not carry out the terms of 
Hoover Commission Recommendation No. 4. The Commission urged 
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a clear separation of the management of the 2 agencies and that no 
erson serve as a member of the 2 directing boards at the same time. 
n the plan the Chairman is to serve as a member ex officio of the 

Board of Trustees of the Insurance Corporation. There is certain] 

. ra separation here and one person would always serve on bo 

ards. 

During ‘the consideration of the lending agencies’ report by the 
House Committee on Government Operations in 1955, Administrator 
Albert M. Cole, of the Housing and Home Finance Agency, made the 
following comment on the Hoover recommendation No. 4: 


I do not agree that the Home Loan Bank Board should 
-be separate and distinct from a board or other managerial 
body administering the affairs of the Federal Savings and 
Loan Insurance Corporation. Both the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corpora- 
tion are concerned with the operations of savings and loan 
associations, and the existence of two Boards could result 
in conflicts of policy and confusion in the industry. Further- 
more, such organization would be much less economical than 
the present one wherein the HLBB and FSLIC have common 
administrative services, utilize the services of one examining 
division, and accumulate jointly knowledge and information 
about the industry as a whole and about the operation of 
specific savings and loan associations. (Sce hearings, p. 393.) 


The committee noted, also, the testimony of Congressman Chet 
Holifield during its hearings on Reorganization Plan No. 2 of 1956, 
when he informed the committee that, although as a member of the 
Hoover Commission he proposed recommendation No. 4 to the Com- 
mission and obtained its unanimous acceptance, he opposed the 
approval of Reorganization Plan No. 2 of 1956 because it dil not 
carry out the Hoover Commission’s recommendation in full. 


The retention of the Chairman of the Home Loan Bank 
Board as an ex officio member of the Board of Trustees of 
the Corporation hardly constitutes a clear separation— 


he said. 


GENERAL ACCOUNTING OFFICE RECOMMENDATIONS 


In various audits of the Home Loan Bank Board the Comptroller 
General has questioned the desirability of permitting one agency to 
exereise the functions of promoting and chartering Federal savings 
and loan associations and at the same time supervise their insurance 
underwriting. He recommended that Congress consider the complete 
or partial separation of the Corporation from the Board, which would 
necessitate the creation of a board of trustees or directors for the 
Corporation. These proposals were made in audit reports in 1945, 
1947, 1948, and 1949. the Comptroller still believes that the sepa- 
ration is highly desirable as the exercise of the two responsibilities is 
inherently conilicting. 

The Comptroller does not favor Reorganization Plan No. 2 of 1956, 
however. (See appendix for Comptroller General’s letter of June 22, 
1956, to Chairman Dawson.) He states the plan does not provide a 
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definite tenure of office for the members of the Corporation’s Board 
of Trustees as provided for members of the Home Loan Bank Board: 
no provision is made as to the qualifications of the new trustees; and 
no provision is made for representation on the Board of other Gov- 
ernment agencies having responsibilities and functions in the Govern- 
ment housing programs. 

For these and other reasons the Comptroller General recommends 
that Reorganization Plan No. 2 of 1956 be disapproved. 


OPPOSITION OF THE CHAIRMAN OF THE FEDERAL HOME LOAN BANK 
BOARD 


The committee noted with particular interest the opposition to 
Reorganization Plan No. 2 of 1956 expressed by Chairman Walter 
McAllister of the Federal Home Loan Bank Board. Mr. McAllister, 
appointed by the President in 1953, testified during the hearings that 
the plan carries with it handicaps and objections and that the advan- 
tages of the plan would be offset by the disadvantages. He said: 


My personal feeling is that this plan will not be in the 
public interest. 


Chairman McAllister felt the two agencies must work closely to- 
gether to prevent such a conflict as could result if the Bank Board 
wp a charter to a local savings and loan association and the 

— of Trustees of the Corporation denied it insurance. He also 
said: 

I believe with a single board there is a closer relationship 
and keener sense of responsibility to see that the discriminat- 
ing action is taken and the right selection is made of those 
chartered and insured than if the Home Loan Bank Board 
were just promoted to go out helter-skelter, develop the 
business, issue new charters, and have no responsibilities of 
an insuring, underwriting nature as trustees of the Corpora- 
tion. 


In response to a question, Chairman McAllister advised the com- 
mittee that he knew of no protection which could be given under the 
proposed plan which “cannot be taken under the present setup or 
provided under the present setup.” 


OPPOSITION OF FEDERAL SAVINGS AND LOAN ADVISORY COUNCIL 


The Federal Savings and Loan Advisory Council, created by statute 


to consult with and ihe advice to the Federal Home Loan Bank 
Board, adopted the following resolution: 


‘“‘Whereas the Federal Savings and Loan Advisory Council 
was created by Congress under section 8 (a) of the Federal 
Home Loan Bank Act to confer with the Federal Home 
Loan Bank Board and the Board of Trustees of the Federal 
Savings and Loan Insurance Corporation on matters affecting 
the Federal Home Loan Banks and their members; and 

“Whereas the 17 members of the Council, elected and 
appointed from each of the 11 regional Federal Home Loan 
Bank districts throughout the Nation, were given no notice 
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of Reorganization Plan No. 2 until it was made public a few 
days before the Council’s meeting of May 24-25 and the 
Council had absolutely no opportunity to study the proposal 
or offer its considered advice thereon; and 

“Whereas Reorganization Plan No. 2 provides for a drastic 

_ change in the organization and operation of the Federal 

agencies by separating the Federal Savings and Loan Insur- 
ance Corporation from the Federal Home Loan Bank 
Board; and 

‘‘Whereas such separation of the agencies would result in 
increased cost, needless and conflicting duplication of super- 
vision and inject partisanship into a newly created inde- 
pendent agency; and ; 

Whereas the Advisory Council and the national trade 
associations are currently conducting intensive studies de- 
signed to seek a Federal Home Loan Bank System of maxi- 
mum effectiveness to the savers and homeowners of the 
Nation: Now, therefore, be it 

“Resolved, That the Federal Savings and Loan Advisory 
Council strongly urges the rejection of Reorganization Plan 
No. 2: and be it further 

“Resolved, That a copy of this resolution be transmitted to 
the President of the United States and to Members of 
Congress for their consideration and action, and to the 
Nation’s 6,000 eavatye and loan associations whose business 
is so vitally affected by this abrupt act.” 

I hereby certify that the above is a true and correct copy 
of a resolution adopted by the Federal Savings and Loan 
Advisory Council at Washington, D. C., on May 25, 1956. 


Lacy Boagsss, 
Secretary, Federal Savings and Loan Advisory Council. 


AMENDMENT TO HOUSING ACT OF 1956 


Congressman Brent Spence, chairman of the House Committee on 
Banking and Currency, testified before this committee on Reorgani- 
zation Plan No. 2 of 1956 and expressed the concern of his committee 
about the effect of the plan. The Committee on Banking and Cur- 
rency felt so strongly that the plan was inappropriate that an amend- 
ment was put into the Housing Act of 1956 (H. R. 11742), which, if 
passed, will have the effect of invalidating the reorganization plan 
even if the plan becomes law. The amendment reads as follows: 


Sec. 705. Section 17 of the Federal Home Loan Bank Act 
amended by adding at the end thereof the following new sub- 
section: 

“(c) The Board shall make a study of methods by which 
improvements may be made in the service of savings and loan 
associations so as to encourage thrift and home ownership, 
giving particular attention to the improvement of credit facil- 
ities for savings and loan associations, the separation of credit 
functions and supervisory functions within the Federal 
Home Loan Bank System, and the amendment of existing 
law relating to liquidity requirements of savings and loan 
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The bill (H. R. 11742) was reported by the Banking and Currenc 
Committee on June 15, 1956. The report accompanying the bi 
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associations. The Board shall report. its findings, together 
with any recommendations, to the Committees on Banking 
and Currency of the Senate and the House of Representatives 
not later than January 31, 1957. The Board shall have and 
exercise all of the functions vested in it on August 12, 1955, 
without regard to any provision of Reorganization Plan Num- 
bered 2 of 1956, and (notwithstanding the provisions of the 
Reorganization Act of 1949 or of any other law) such plan 
shall have no force or effect.” 


contained this statement (H. Rep. No. 2363, p. 51): 


Section 705 of the bill would provide for a study by the 
Federal Home Loan Bank Board of means of improving the 
services rendered by savings and loan associations, and 
would also continue the present organizational structure 
of the Federal agencies governing the savings and loan 
business. 

On May 17, 1956, there was submitted to the Congress 
Reorganization Plan No. 2 of 1956. This plan would 
separate the Federal Savings and Loan Insurance Corpora- 
tion and the savings and loan insurance program from the 
Federal Home Loan Bank Board, which now administers 
that program along with other Federal programs relating 
to savings and loan associations. The bill would disapprove 
this plan and prevent its taking effect (or, if it has become 
effective by the time the bill is enacted, would nullify it). 

The Federal Home Loan Bank System was established 
under the Federal Home Loan Bank Act of 1932 as a reserve 
credit system for member savings and loan associations. 
The Federal Savings and Loan Insurance Corporation was 
established under the National Housing Act of 1934 to insure 
savers’ funds in savings and loan associations. These 
activities are supervised and managed by a _ three-man 
Federal Home Loan Bank Board which also charters and 
supervises Federal savings and loan associations chartered 
under the Home Owners’ Loan Act of 1933. 

Your committee believes that Reorganization Plan No. 2 
should not go into effect because (1) any basic change in the 
organizational structure of these Federal agencies should 
come only after adequate consultation with the Congress, 
the Board, and the industry; and (2) the committee has 
serious questions as to the basie merits of the plan and its 
possible effect on the savings and loan associations of the 
country which are currently supplying a vital 37 percent of 
all home financing. 

Your committee has processed and supported the legisla- 
tion creating the various Federal instrumentalities for savings 
and loan associations and has, from time to time, amended 
the statutes to provide needed improvements and moderni- 
zation. The record of the Nation’s savings and loan associa- 
tions both in encouraging savings and in providing home 
loans, testifies to the overall effectiveness of the basic legisla- 
tion and the basic organization of the Federal agencies. 


I 
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The committee feels that there is a real question as to 
whether it would be in the public interest or in the interest of 
the savings. and loan associations to have two different 
agencies regulating the savings and loan business. Such a 
situation is conducive to conflicting regulations, dupli- 
cation of supervision, and agency conflict. The Housi 
Subcommittee’s recent investigation of urban renew 
activities has clearly indicated that controversy and buck 
passing between agencies can stifle the accomplishment of a 
constructive program and impede congressional intent. ‘The 
committee also questions the advisability of establishing a 
board of trustees without a requirement for bipartisanship 
or without a stated and specific term. The proposed re- 
i, Aa pancanan does not reduce the number of agencies or 
reduce expenses but, on the contrary, establishes a new addi- 
tional agency with inevitable additional agency expenses. 

Even if it were assumed that the insurance program 
should be separated from the present Board, the separation 
should be undertaken only after careful consideration of the 
proper division of functions between the two new agencies. 
Adequate provisions governing the relationships between the 
two agencies can be worked out only after consultation with 
the Board and a careful study of the programs now adminis- 
tered by the Board. This was not done in preparing Reor- 
ganization Plan No. 2, and the plan fails completely to draw 
the necessary lines between the present Board’s functions and 
those of the proposed new board. The result would be a 
period of paralyzing confusion. 

The committee realizes there may be room for improve- 
ment in the operation of the Federal Home Loan Bank 
System, and the bill would direct the Federal Home Loan 
Bank Board. to study methods of achieving such improve- 
ments and report to the Banking and Currency Committees 
of the Senate and the House by January 31, 1957. In its 
study, the Board would give particular attention to the im- 
provement of credit facilities for savings and loan associa- 
tions, the separation of credit functions and supervisory 
functions within the System, and liquidity requirements of 
savings and loan associations. 


OBJECTIONS TO THE REORGANIZATION PLAN 


The following objections to Reorganization Plan No. 2 of 1956 were 
brought out during the hearings conducted by this committee: 

1, Separation of the Federal Savings and Loan Insurance Corpora- 
tion from the Federal Home Loan Bank Board would not be necessary 
to insure the financial soundness of the insurance program or to 
enhance the quality of its management as claimed in the President’s 
message. These objectives ere be realized under the powers and 


authority already existent in the President and in the Federal Home 
Loan Bank Board as presently constituted. 

2. Separation is not a requisite for assuring continuing public 
confidence as the tremendous growth of the local savings and loan 
associations attests to the high public confidence already in being and 


i 
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no evidence has been produced that this has been shaken or threatened 
in any way. 

3. The reorganization plan would not enhance the “primary respon- 
sibility of the Federal Home Loan Bank Board to continue the encour- 
agement of local thrift associations, as the Board has long since ceased 
actively to promote the functions of these associations. The field, it 
is claimed, is well covered at present and the Board devotes its time 
to acting on applications made independently to it. 

4. The separation of the two agencies as proposed would not be 
complete as the Chairman of the Home Loan Bank Board would retain 
membership on the new Board of Trustees of the Corporation. 

5. The plan does not provide for bipartisan membership on the 
new Board of Trustees as is required on the Federal Home Loan Bank 
Board itself. On the contrary, it provides in effect for the appointment 
of a partisan board to perform functions of a nature almost universally 
vested in a board the bipartisan character of which is provided for in 
the statute establishing it. 

6. The members of the new Board of Trustees of the Corporation 
would: serve at the pleasure of the President rather than for stated 
intervals as is customary with boards of this type, and as is the case 
with the Federal Home Loan Bank Board. 

7. The new independent Corporation would be “subject to the 
direction and control of the President of the United States,” raising a 
serious question of congressional loss of influence or authority. 

8. The plan does not meet the precise terms of the Hoover Commis- 
sion’s recommendation as set forth elsewhere in this report. 

9. No economies or savings are promosed or expected from this 
plan as was the intent of Congress when the Reorganization Act of 
1949 was enacted. 

10. Under the guise of making doubly assured that the Corporation 
is separate from the Board (although the President of the Board re- 
mains on the Board of the Corporation), the plan provides that the 
Corporation and “all matters under the jurisdiction of the Board of 
Trustees, shall be subject to the direction and control of the President 
of the United States’. 

This is almost an unprecedented stipulation and no persuasive reason 
has been advanced for the inclusion of this unusual provision in the 
present instance. . 

11. The raison d’ étre for the provision that any reorganization plan 
must be accepted or disapproved in its entirety is the inherent diffi- 
culty in adopting reorganization by the statutory process without 
having it garrotted by amendments. It follows, therefore, that a 
Presidential reorganization plan submitted to the Congress should be 
clear and unmistakable in its provisions and that within any prac- 
ticable scope its provisions should be all inclusive. This is not the 
case in Reorganization Plan No. 2 of 1956. It leaves the transfer 
of functions to the Director of the Bureau of the Budget and provides 
that the transfers “‘shall be carried out in such manner as the Director 
shall direct and by such agencies as he shall designate’”’. 

A reorganization plan should not ask Congress to accept a pig in a 

oke. 
. 12. Duplication and confusion in supervision is a likely result of 
the separation of the two agencies. 
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Congressman Chet Holifield, who as chairman of a subcommittee of 
the Committee on Government Operations made a detailed investiga- 
tion of the Federal Home Loan Bank Board during the 81st and 82d 
Congresses, made comments on this point during the hearings that 
are particularly pertinent: 


Supervision is the essence of the Federal Home Loan Bank 
Board’s impact upon savings and loan associations and their 
millions of savings depositors and borrowers. Supervision 
consists of examinations, criticisms, orders to do or stop 
doing various things, and finally life and death powers of 
conservatorships, liquidations, and dissolutions. 

Abuse or misuse of such powers has immediate and dis- 
astrous consequences not only to the supervised savings 
institutions, but especially to their savings depositors and 
homeowner borrowers. 

Fortunately I don’t believe this power has been abused 
very often, but I know of some instances where it has been. 
Congress, by the Housing Act of 1954, has subjected such 
drastic powers to review by the United States district court 
in the home district of each Federal savings and loan associa- 
tion. Prior to the adoption of that amendment in 1954, the 
Board of the Home Loan Bank Board held the power of life 
and death over these financial institutions and their business 
involving millions and millions of dollars in the community. 
The men who had formed those institutions and had built 
them in the communities were pes in the face of arbitrary 
actions of the Home Loan Bank Board. The courts had 
decided that these people were subject to the Board’s admin- 
trative decisions which in effect could destroy an association 
if they wanted to use in that way. * * * 

* * * Now under Reorganization Plan No. 2 there could 
well be, because the plan is sufficiently indefinite for the 
doubt to exist, two separate sets of examiners, supervisors, 
Government officials, enforcing receiverships, liquidations, 
or dissolutions. 

The Federal Savings and Loan Insurance Corporation, by 
threatening cancellation of insurance to the savings and loan 
associations, could or might conduct its own separate hear- 
ings or trials, make its own supervisory orders inflicting 
penalties and otherwise conduct itself as a court. * * * 

* * * We must know exactly what the division of responsi- 
bility is going to be and know in advance and pass judgment 
upon it. This I submit is a problem, a serious problem, which 
should be solved by the Banking and Currency Committee, 
in the legislative process with time and opportunity given to 
all affected parties to come before that great committee and 
testify on this particular important subject. It is not a mat- 
ter which can be legislated on suddenly or lightly or without 
consultation with these men who have the responsibility, in 
the last analysis, on the local level of billions of dollars of the 
people’s savings. ‘This is something that is more serious than 
it vem on the face. Problems already arise con 
dual supervision of State savings and loan institutions whi 
are insured by Federal savings and loan organizations, but 
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are subject to the States for their existence. * * * If 
Reorganization Plan No. 2, as it is now drafted, becomes 
effective it is not only possible but likely that Federal 
savings and loan associations will be punished for doin 
or refusing to do the very acts criticized by one but approv 
by the other of the two conflicting Federal supervisory 
authorities. Unless a separation is clearly defined and 
implemented, we could be faced with double cost to the 
savings associations, then savings depositors and home- 
owner borrowers which inevitably will be increased by 2 
examinations, 2 probable conflicting supervising letters and 
possibly 2 disciplinary proceedings all involving the same 
subject matter. Now, I want to emphasize—lI have read 
some of the associations’ letters and they make a great point 
of this additional cost—I want to emphasize that, in my 
mind, the cost of supervision to the Government agency, 
enforcing supervision, is but a tiny fraction of the total cost. 
The cost of compliance or objection to compliance by the 
supervised savings and loan associations is many times 
the cost of Government enforcement. A single examination 
of one supervised association has cost $40,000 in examiner’s 
charges alone. The association’s expenses for its own staff, 
auditors and so on were at least 3 to 4 times $40,000. 

When an examining agency moves in and starts examining 
the books, you have to examine your own books if you are 
going to be able to contest a finding or to sustain your own 
position. In this case the association paid all expenses, both 
its own and the $40,000 charged by the Bank Board exami- 
ners. A total cost of one such examination to the associa- 
tion which I mentioned would be from $150,000 to $200,000. 
‘Two such examinations would have been double these figures. 
When you realize that there are over 1,500 Federal savings 
and loan associations in the United States the actual cost of 
double supervision can be realized. It is true that none of 
this costs the Government or the taxpayer any money because 
it is charged against the associations. That is not a good 
argument, in my opinion, for each association is only com- 
posed of the thousands of small savings depositors and home- 
owner borrowers who are its mutual members. 

The cost of double supervision will be exacted from higher 
interest rates charged on the workingman’s home or lower 
interest rates paid on the depositor’s savings. ‘There is no 
other source from which to pay double charges. 


At the conclusion of the hearings on Reorganization Plan No. 2 of 
1956, Hon. Dante Fascell, author of the disapproving resolution 
(H. Res. 541), made the following summation: 


I will summarize this very briefly. I had intended origi- 
nally to take all of the arguments sent down in the message 
and analyze them one by one, and show what I felt were the 
reasons why the arguments could not be sustained and there- 
fore why I had introduced the resolution to disapprove the 
reorganization plan. 

I think the testimony before the committee has been such 
today that there should be no doubt in anybody’s mind that 
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this reorganization plan should be disapproved and that the 
disapproving resolution should be adopted. 

The plan is so vague, so indefinite, it creates so many 
pare can and puts so much responsibility upon the industry, 
which at this point, its delineations and its objectives are not 
really yet known because they are not set forth in the plan. 

The plan creates a new agency. We would have 2 instead 
of 1. It creates new nec at least two, and maybe 
more—goodness knows how many more. 

There is no term of office fixed for the trustees. There is 
no bipartisanship provided for in the new Board. It is not 
consistent with the Hoover Commission report, and we find, 
in fact, that the task force reported one thing and the Com- 
mission itself reported something else. , 

We find that it divests Congress of whatever control it 
might have and changes the complexion of a so-called inde- 
pendent agency to one that would be completely without any 
doubt subservient to the control and direction of the Presi- 
dent, and I am not so sure that is a good thing. And whether 
it is or not certainly should be the question of intense legis- 
lative study on the part of Congress. 

It gives powers to the Bureau of the Budget with which I 
have never been familiar before, and I think some of my 
older colleagues have expressed the same question as to 
whether or not this is a wise course to set down in a reor- 

anization plan the power of the Bureau of the Budget to de- 
ineate beyond those things which were proposed in the origi- 
nal Reorganization Act of 1949. 

It is my personal belief, after listening to the testimony 
and the explanation of the plan, that that 1s exactly what the 
plan does. It gives a broad grant of authority to the Bureau 
of the Budget to delineate functions because of the fact that 
they could not be expressed clearly and definitely in the plan 
itself, and therein, in my opinion, lies a great danger, if Con- 
gress were to pass and approve or allow this reorganization 
plan to be approved. 

Then, there is the question of the burden upon manage- 
ment, and I can envision and I think all of the management 
of the industry can envision exactly what I envision, with 
inspectors running all over the place, two sets of examinations 
all kinds of forms, with no clear understanding as to exactly 
what would happen, and yet the expression in the plan itself 
and the statement outside of the plan that contemplates the 
fact that only at the policy level would this thing have two 
heads and all the way down it would be joined. That is 
what it says, but we do not know whether it would actually 
be that way or not. 

We have objections which I would like to get in the 
record * * * 


s é * * > 
I suppose we could get thousands more to show that the 


industry has not only been consulted but they are extremely 
concerned with the proposed plan and reorganization. 
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Therefore, I submit, in view of all of these facts, Mr. Chair- 
man, it would be a wiser course for Congress to disapprove 
the plan and allow the legislative committee with the assist- 
ance and willingness of the other agencies and the Congress to 
make a thorough study to determine whether or not the one 
single point I have heard throughout all of this testimony 
has any justification for making a change in the present 
situation and that is that there is somewhere out here a 
diaphanous, nebulous, inherent conflict of interest between 
the responsibilities of the Insurance Corporation and the 
Board to such an extent that we would go to the trouble of 
making the tremendous change contemplated by this reor- 
ganization plan. 

Now, from the testimony that has been presented to the 
committee, it is my considered judgment that there is no 
clear, compelling reason in line with the President’s own 
statement at this time to set up a new agency in order to do 
this job, and until we have stronger reasons, more elaborate 
and detailed testimony which would clearly define the dan- 

ers of this conflict or the fact that it has occurred or is very 
Fikcely to occur, I think that we would be making a very tragic 
mistake, to change and therefore I hope that this subcom- 
mittee will adopt the disapproving resolution and report it to 
the full committee with all possible speed. 


CONCLUSIONS 


The committee is persuaded that the deficiencies of Reorganization 
Plan No. 2 of 1956 and the objections to it outweigh the arguments 
that have been made for it and concludes that the plan should be 
rejected. 

The separation of the Federal Savings and Loan Insurance Corpora- 
tion from the Federal Home Loan Bank Board is a matter fraught with 
so many problems that it should be done through the regular legisla- 
tive process rather than by a reorganization plan, and even then only 
after a careful evaluation of all the factors involved. 

Probably the chief justification for Reorganization Plan No. 2 
of 1956 is claimed to be the necessity to assure the financial soundness 
of the savings and loan insurance program. But the committee was 
not convinced that the separation of the two agencies would, in and 
of itself, constitute a guaranty of financial soundness, or that any 
needed correction in the oan could not be made within the present 
organizational framework. 

he committee took note of the fact that the Chairman of the 
Home Loan Bank Board, the Comptroller General, the Federal 
Savings and Loan Advisory Council, and virtually all of the local 
savings and loan associations that communicated with the Congress 
were opposed to the plan. 

The committee feels that the case for the separation of the two agen- 
cies by means of Reorganization Plan No. 2 of 1956 was not made. 

The Reorganization Plan No. 2 of 1956 therefore, should not be 
approved. 








APPENDIX 





STATEMENT OF PercivaL F. BrunpaGcr, Director or THE BuREAU 
or THE Bupcet, Brerore THE CoMMITTEE ON GOVERNMENT 


OPERATIONS OF THE House oF REPRESENTATIVES, ON REORGAN- 
IZATION PLAN No. 2 oF 1956 


Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear before your committee in support of Reorgani- 
zation Plan No. 2 of 1956. 

This reorganization plan is designed to strengthen the organization 
and administration of both the Federal Savings and Loan Insurance 
Corporation and the Federal Home Loan Bank Board by transferring 
the management of the Corporation from the Federal Home Loan 
Bank Board to a new and separate Board of Trustees. From its 
establishment in 1934 to 1942, the Corporation operated under a 
Board of Trustees composed of the five members of the Federal Home 
Loan Bank Board. In 1942 the functions of the Board of Trustees 
were transferred by Executive order to the Federal Home Loan Bank 
Commissioner, and this arrangement continued until 1947. Reorgan- 
ization Plan No. 3 of 1947 abolished the Board of Trustees and trans- 
ferred its functions to a newly established Home Loan Bank Board 
under the Housing and Home Finance Agency. These functions have 
penn pevetee by the present independent Federal Home Loan Bank 

oard. 

When viewed in the light of the tremendous growth of the savings 
and loan industry during the last decade, and its present importance 
in the national economy, the urgent need for this further reorganiza- 
tion becomes apparent. Our home-mortgage debt is now almost 5 
times the 1945 year end level. Savings and loan associations are the 
largest single source of home-mortgage funds and currently account 
for 37 percent of mortgage recordings. Well over 90 percent of their 
earning assets are invested in real-estate mortgages. 

Insurance of share accounts by the Federal Government has been 
one of the major incentives for savers to invest in savings and loan 
associations. Consequently, largely for competitive reasons, over a 
thousand savings and loan associations, whose accounts had not been 

reviously insured, have applied for and obtained insurance since 1945. 
By the end of 1955, outstanding mortgage loans of the 3,544 insured 
associations were seven times as high as in 1945 and were greater than 
the insured share accounts of $28.3 billion. Over three-quarters of 
these loans are not insured or guaranteed by Federal agencies, with 
their security depending solely upon the soundness of the borrowers 
and assets themselves. 

The phenomenal growth of these insured institutions and the char- 
acter of their assets emphasize the importance of the responsibilities 
vested by law in the Federal Savings and Loan Insurance Corporation. 
The Corporation has a duty to require such examinations of insured 
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institutions as may in its judgment be “necessary for its protection 
and the protection of other insured institutions” and to take steps, 
through the appropriate supervisory body, to secure such corrective 
action as may be indicated. Effective examination and supervision 
are essential to the protection of the Corporation and the holders of 
share accounts, particularly since the reserves and undivided profits 
of the insured associations represent a smaller proportion of risk 
assets than in 1945, and since the surplus and reserves of the Corpora- 
tion itself have decreased during the same period from 1.2 to 0.6 
percent of the insured liability. 

While the identity in management of the Federal Savings and Loan 
Insurance Corporation and the Federal Home Loan Bank System may 
have been justifiable during the formative years of the imsurance 
program, that program has not attained a size and importance which 
clearly demand the full-time attention of a separate board of trustees. 
The great growth in the Federal Home Loan Bank System also makes 
it desirable that the Federal Home Loan Bank Board be relieved of 
responsibility for the insurance program, so that it may concentrate 
completely on its increasingly important duties with respect to the 
supervision and regulation of the 11 Federal home-loan banks, the 
chartering, supervision, and regulation of Federal savings and loan 
associations, and the maintenance of a stable flow of funds for home 
financing. I am convinced that separation of the Corporation and 
the Federal Home Loan Bank Board will serve the best interests of 
both agencies and the public. 

In view of the present and rapidly increasing magnitude of the 
commitments undertaken by the Corporation, it is imperative that 
the Government establish those organizational arrangements which 
are best calculated to assure the continued financial soundness of the 
insurance program. Both the second Commission on Organization 
of the Executive Branch of the Government and the General Ac- 
counting Office have pointed to the need for making the reorganiza- 
tion accomplished by this plan. The Commission in its report on 
lending, guaranteeing, and insurance activities recommended that 
‘no person be permitted to serve as a member of the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation at 
the same time” and emphasized the desirability of a “clear separation 
of the management of the two agencies.” In a number of its audit 
reports submitted to the Congress the General Accounting Office 
has also recommended that the Corporation administering insurance 
underwriting be made independent of the agency having the authority 
to promote and charter insured Federal savings and loan institutions. 
The General Accounting Office has stated “that “there is a serious 

uestion as to the desirability of permitting one agency to exercise 
the function of supervision of insurance underwriting as well as the 
functions of promoting and chartering Federal savings and loan 
associations. Past experience in this respect indicates that the 
responsibilities for these functions are inherently conflicting.” 

n recommending that the Congress consider complete or partial 
separation of the Corporation from the Home Loan Bank Board, the 
General Accounting Office observed that such a separation of functions 
exists in the commercial banking field. The Federal Deposit Insur- 
ance Corporation is independent of the Federal agencies concerned 
with the chartering and supervision of commercial banks, but co- 
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ordination is obtained through the provision that the Comptroller of 
the Currency be an ex officio member of the Board of Directors of the 
Federal Deposit Insurance Corporation. 

Under the plan, the Federal Savings and Loan Insurance Corpora- 
tion will have a form of organization in most respects comparable to 
that of the Federal Deposit Insurance Corporation. Although the 
Hoover Commission recommended that management of the Corpora- 
tion be separated completely from the Federal Home Loan Bank 
Board, the plan provides that the Chairman of the Board shall be one 
of three members of the Board of Trustees of the Federal Savings and 
Loan Insurance Corporation with authority identical to that of the 
other trustees. It is believed that such an arrangement is necessary 
and desirable to assure coordination of the policies of the two agencies. 

Under Reorganization Plan No. 2, the trustees, other than the 
Chairman of the Federal Home Loan Bank Board, will be appointed 
by the President by and with the advice and consent of the Senate. 

e plan does not require the Board to be bipartisan. The Corpora- 
tion is engaged solely in insurance underwriting and related functions. 
All of the Government’s major insurance programs, with the sole 
exception of the Federal Deposit Insurance Corporation, are admin- 
istered either by agencies with a single head or by a Government 
corporation under a board of directors which is selected for its expe- 
rience and not on a partisan basis. These include mortgage insurance 
(Federal Housing Administration), crop insurance (Federal Crop 
Insurance Corporation), veterans’ life insurance (Veterans’ Adminis- 
tration), farm tenant mortgage insurance (Farmers Home Adminis- 
tration), and ship mortgage insurance and war risk insurance (Secre- 
tary of Commerce). It may also be noted that only 2 (Federal 
Deposit Insurance Corporation and Export-Import Bank) of some 
50 active Government corporations (other than the Federal Savings 
and Loan Insurance Corporation) have boards of directors selected 
on a bipartisan basis. 

It has been contended that the reorganization will result in duplicate 
Federal supervision and examination of savings and loan associations, 
duplicate reporting, and conflicting regulations. Careful analysis of 
the assignment of functions between the Corporation and the Federal 
Home Loan Bank Board, as provided by the plan, will demonstrate 
that these contentions stem from a misunderstanding of the plan. 
The following is a brief summary of the respective functions and 
responsibilities of the Board, the Corporation, and the State super- 
visory authorities after the reorganization goes into effect. 


1. Chartering of savings and loan associations 

This will remain exclusively a function of the Federal Home 
Loan Bank Board and the appropriate State authorities. 
2. Insurance 

The Federal Savings and Loan Insurance Corporation will 


have the — to approve or reject applications for insurance, 
whether by Federal or State-chartered associations, and to 


terminate insurance as provided by law. 

All Federal associations are required to be insured. An 
applicant for a Federal charter must, therefore, among other 
conditions, meet the eligibility requirements for Federal surance. 
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8. Regulation 

The establishment of regulations governing the organization, 
incorporation and operation of savings and loan associations 
will remain a function of the Federal Home Loan Bank Board 
and the appropriate State authorities, excepting regulations 
directly related to the granting or withdrawal of insurance. 
Different standards are now set For insurance than for member- 
ship in the Home Loan Bank System. The same is true of 
standards prescribed by State authorities. This will continue 
to be the case. In view of the liability assumed by the Govern- 
ment, the standards for insurance should be and are now often 
higher than those set by the Board for membership in the System 
or by the State supervisory authorities for chartering or for other 
purposes. 

4. Supervision 

Savings and loan associations will continue to receive directions 
on supervisory matters from a single Government agency, either 
the Federal Home Loan Bank Board, in the case of Federal 
associations, or the appropriate State authorities, in the case of 
State-chartered institutions. Supervisory letters to associations 
based on findings of annual examinations will be signed, as under 
present procedure, either by the Board, or its authorized agent, 
or by the State supervisory authorities. 

When examinations disclose unsafe and unsound practices which 
may lead to the termination of insurance, the Corporation, as now 
provided by law, will notify the insured association through the 
appropriate supervisory authority, or if there is no supervisory 
authority, notify the association directly. In the case of insured 
State-chartered associations, the supervisory process can be sim- 
plified, in that the Corporation will be able to communicate 
directly with the State authorities. Under existing procedure, 
the Corporation communicates with State authorities through 
the presidents of the home-loan banks who act as supervisory 
agents for the Bank Board. 


§. Examination authority 


The Federal Home Loan Bank Board will retain authority to 
provide by regulation for the examination of the approximatel 
1,700 Federal savings and loan associations. The Board will 
also retain authority to examine State-chartered member or non- 
member borrowers from the home-loan banks “in any State where 
State examination is deemed inadequate” and to charge the ex- 
penses of such examinations to the cost of making advances in 
such States. There are over 2,600 State-chartered members of 
the System, of which about 1,900 are insured. 

The Corporation will have authority to make such examina- 
tions of insured institutions “as in its judgment may be neces- 
sary for its protection and the protection of other insured insti- 
tutions” and “to require insured associations to pay the reason- 
able costs of such examinations.”’ This authority extends to all 
insured institutions, whether Federal or State-chartered. These 
examinations are now made on behalf of the Corporation by 
employees of the Federal Home Loan Bank Board. 
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(a) Federal associations —The Federal Home Loan Bank Board 
and the Corporation will have a joint interest in the examinations 
of Federal associations, but for somewhat different reasons. 
Examination is one of the tools used by the Board to ascertain 
compliance with applicable laws and the regulations issued 
thereunder. Examinations may be supplemented by periodic 
inspections and other sources of information. In that respect, 
the relationship of the Bank Board to Federal associations is 
comparable to that of State authorities to State-chartered 
institutions. ‘The Corporation is concerned with the financial 
soundness of Federal associations and must rely primarily on 
periodic examinations to disclose unsafe and unsound practices 
which may jeopardize its insurance risk. 

(6) State associations—So far as State-chartered institutions 
are concerned, supervisory responsibility is vested in the respec- 
tive State agencies and the Bank Board’s interest is limited to 
the credit standing of State associations which borrow from the 
home-loan banks. The Bank Board is authorized to examine 
such associations only after it has made a finding that the State 
examination is inadequate. The Corporation, on the other hand, 
has identically the same responsibility and authority with respect 
to insured State institutions as it has in the case of Federals. 


6. Administrative arrangements for eraminations 


The Federal Home Loan Bank Board cannot delegate its 
responsibility for the chartering, supervision, and regulation of 
Federal savings and loan associations. Neither can the Federal 
Savings and Loan Insurance Corporation delegate its responsi- 
bility to maintain the financial soundness of all insured institu- 
tions. Each has been granted examination authority in order to 
enable it to carry out its responsibilities. Either may choose, as 
a matter of administrative convenience, or in the interests of 
efficiency, to utilize the services of another agency to conduct 
examinations. Thus, it is evident that determination of the pre- 
cise administrative arrangements for conducting examinations of 
Federal associations will be within the discretion of the respon- 
sible agencies. The arrangements for examining insured State 
institutions, in cooperation with the State authorities, would 
appear to be primarily a matter of concern to the Corporation, 
since the Board’s responsibility in this area is extremely limited. 

There are at least three possible arrangements for conductin 
examinations, none of which would involve duplicate Feder 
examination of savings and loan associations. Each alternative 
contemplates a full interchange of examination reports between 
the Board and the Corporation. 

The possible arrangements are as follows: 

(a) All examinations could be made by the Federal Home 
Loan Bank Board. 

(b) All examinations could be made by the Federal Savings 
and Loan Insurance Corporation. 

(c) Examinations of Federal associations could be made 
by the Federal Home Loan Bank Board and of insured State 
associations by the Corporation. 

In the commercial banking field, the division of examining 
functions among the Federal Deposit Insurance Corporation, the 
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Comptroller of the Currency, and Federal Reserve has proved to 
be workable and has not resulted in duplicate Federal examina- 
tions of banking institutions, 

The reorganization admittedly will result in a modest increase in 
the administrative and operating expenses of the Federal Home Loan 
Bank Board and the Federal Savings and Loan Insurance Corporation. 
This is inevitable when two organizations which have been utilizing 
certain common services are separated. The Corporation will have 
to add a small number of administrative, legal, and supervisory 
personnel to perform services which it formerly received from the 
Board. It should be emphasized, however, that this will not involve 
either large numbers of people or sizable amounts of money. 

I would be the last person to minimize the desirability of obtaining 
administrative sayings wherever practicable and in the public interest. 
But, in discussing administrative expenses, we must not let our atten- 
tion be diverted from the major source of potential expense to the 
Government and the industry—the $31 billion insurance liability. A 
bank president who saved thousands of dollars by cutting the costs of 
examining loan applications, only to lose, as a result, millions of dollars 
in defaulted loans, would not be considered either an efficient or a 
prudent manager. The same principle applies to insurance. Adminis- 
trative and operating expenses must be considered in relationship to 
the total amount of risk being assumed in connection with a program. 
The costs and the number of employees of the Federal Home en 
Bank Board and the Insurance Corporation have decreased drastically 
in proportion to the assets of member and insured associations. In 
1946, for example, the Board had 32 examiners per billion dollars of 
assets; in 1956 it has less than 12 examiners per billion dollars of assets. 
In 1946 the Corporation had about 14 employees per billion dollars of 
potential liability; in 1956 it has less than 3 employees per billion 
dollars of potential liability. This is not to suggest that the costs of 
Federal supervision should be in direct ratio to the amount of assets 
and potential liability, but that some increase is warranted by the 
tremendous expansion and would not place an unfair burden on the 
industry. The modest increase resulting from the reorganization will 
be more than offset by the economies which will be obtained through 
the more effective protection of the Government’s and the industry’s 
very large financial stake in the insurance program. 

It would appear to be a simple act of prudence to relieve the officials 
charged with responsibility for the soundness of the insurance pro- 
gram from other important and possibly’ conflicting responsibilities. 
Furthermore, the reorganization will directly benefit the insured 


institutions and the holders of insured accounts by promoting con- 
tinuing publie confidence in the savings and loan insurance program. 

I urge that House Resolution 541 be disapproved and that Reorgani- 
zation Plan No. 2 of 1956 be permitted to go into effect. 











REORGANIZATION PLAN NO. 2 OF 1956 29 


CoMMENTS BY THE BuREAU OF THE BuDGET ON TECHNICAL QUESTIONS 
CoNcERNING REORGANIZATION Puan No. 2 oF 1956 


A number of technical questions have been raised concerning 
Reorganization Plan No. 2 of 1956. We have prepared for the use 


of the committee the following brief comments on each of these 
questions. 


1. The reorganization plan does not accomplish any of the purposes 
for which reorganization — may be prepared and transmitted 
to the Congress under the Reorganization Act of 1949, as amended 

Comment.—The purpose of the plan is to improve the management 
of the Federal Savings and Loan Insurance Corporation and to pro- 
vide for better execution of the laws relating to insurance of share 
accounts by vesting management of the Corporation in a separate 
board of trustees with no conflicting responsibilities. The plan 

accomplishes, for example, the purposes specified in section 2 (a) (1) 

of the Reorganization Act ‘‘to promote the better execution of the 

laws, the more effective management of the executive branch of the 

Government and its agencies and functions, and the more expeditious 

administration of the public business.” 


2. The plan would create an additional agency 


Comment.—The plan merely changes the management of the exist- 
ing Federal Savings and Loan Insurance Corporation and does not 
create a new corporate entity. 


8. No term of office is specified for trustees, even though the Reorgani- 
zation Act prohibits increasing the term of office beyond that pro- 
vided by law for such office, and in no event in excess of 4 years 

Comment.—Section 4 of the Reorganization Act provides that a 
plan ‘‘may include provisions for the appointment and the compensa- 
tion of the head a one or more other officers of any agency * * *.” 
The act further provides that ‘‘the head so provided for’ may be an 
individual or a commission and that “in the case of such appointment 
the term of office shall not be fixed at more than four years.”” No 
piep may increase the term of any office beyond that provided by 
aw for such office. 

The offices of trustees of the Federal Savings and Loan Insurance 
Corporation are new offices created by the plan. Therefore. the sec- 
tion of the Reorganization Act prohibiting an increase in the term of 
an existing office beyond that already established by law is clearly 
inapplicable. The Reorganization Act does not require, in the case 
of new offices created by a plan, that a term of office be established, 
but merely authorizes the ident to provide for a term of office 
not in excess of 4 years when such a provision is considered appropriate. 
It may be noted that no term of office is specified for the directors of 
such Government corporations as the Commodity Credit Corporation, 
Export-Import Bank, Federal Crop Insurance Corporation, Federal 
National Mortgage Association, Panama Canal Company, etc. 
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4. Section 3 (b), providing that the Insurance Corporation shall be 
subject to the ‘‘direction and control of the President of the United 
States,” would require the President to ratify the acts of the Board 
of Trustees of the Federal Savings and Loan Insurance Corporation 


Comment.—Section 3 (b) merely emphasizes that the Corporation 
shall not be subject to the “direction and control’’ of any official or 
agency of the executive branch other than the President. It in no way 
bypasses or impairs the authority of the Congress. Even in the ab- 
sence of section 3 (b), the authority of the President, as Chief Execu- 
tive, would extend to the Insurance Corporation in the same way 
that it does to all other executive-branch agencies. Section 3 (b) 
does not require the President to ratify the acts of the Board of Trus- 
tees, or in any other way to become involved in the detailed affairs 
of the Federal Savings and Loan Insurance Corporation. 





GENERAL AccouNTING OFFICE, 
ComPpTROLLER GENERAL OF THE UNITED STaTEs, 
Washington, June 22, 1956. 
Hon. Wiiu1am L. Dawson, 


Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your letter dated 
June 15, 1956, acknowledged June 18, 1956, requesting our comments 
on House Resolution 541, a resolution of disapproval of Reorganiza- 
tion Plan No. 2 of 1956. 

Reorganization Plan No. 2 would establish, separate from the 
Federal Home Loan Bank Board, a new Board of Trustees of the 
Federal Savings and Loan Insurance Corporation; vest the manage- 
ment of the Corporation in the Board of Trustees; and transfer the 
insurance functions of the Federal Home Loan Bank Board to the 
Board of Trustees and to the Corporation. The Board of Trustees 
would be composed of two members appointed by the President, with 
the advice and consent of the Senate, and the Chairman of the Federal 
Home Loan Bank Board, ex officio, as the third member. The 
Chairman of the Board of Trustees would be appointed by the 
President from 1 of the 2 appointive members. 

Under the plan the Federal Home Loan Bank Board would continue 
supervision and regulation of the 11 Federal home-loan banks, and 
the chartering, supervision, and regulation of Federal savings and 
loan associations. The management and functions of the Federal 
Savings and Loan Insurance Corporation would be exercised by the 
new Board of Trustees of the Corporation. 

In the President’s message to the Congress on the purpose and 
desirability of the reorganization plan, reference is made to the 
recommendation in the General Accounting Office audit reports that 
the Congress consider complete or partial separation of the agencies. 

In our reports on the audit of the Federal Home Loan Bank Ad- 
ministration, the Federal home-loan banks, and the Federal Savings 
and Loan Insurance Corporation for the fiscal years ended June 30, 
1945, and June 30, 1946, we stated that there was a serious question 
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as to the desirability of wher one agency to exercise the function 
of ie opto. and chartering Federal savings and loan associations 
as well as the supervision of insurance underwriting. We recom- 
mended that the Congress consider complete or partial separation 
of the Corporation from the Board, which would necessitate the 
creation of a board of trustees or directors for the Corporation. We 
made eapecettoe concerning the composition, tenure, and qualifica- 
tion of the Board membership. The recommendation was repeated 
in substance in subsequent audit reports for the fiscal years 1947, 
1948, and 1949. 

We believe that the separation of the responsibilities for chartering 
and supervising Federal savings and loan associations and for in- 
surance underwriting is highly desirable. The exercise of the two 
responsibilities is inherently conflicting. However, there are several 
considerations which, in our opinion, are not adequately covered by 
Reorganization Plan No. 2. 

First, the plan does not provide a definite tenure of office for the 
appointive members to the Board of Trustees. In contrast, the 
term of office of the members of the Federal Home Loan Bank Board 
is 4 years, as provided by Reorganization Plan No. 3 of 1947. 

Second, no provision is made as to the qualifications of the appoin- 
tive members of the Board of Trustees. 

Third, although the Chairman of the Federal Home Loan Bank 
Board would be an ex officio member of the Board of Trustees, there 
would be no provision for representation on the board by other 
Government agencies having responsibilities and functions in the 
Government housing programs. The matter of board representation 
by other Government agencies is an important element in achieving 
well balanced and coordinated Federal housing and finance programs, 
particularly since enactment of the Housing Amendments of 1955, 
which removed the Federal Home Loan Bank Board (including the 
Federal Savings and Loan Insurance Corporation) from the jurisdic- 
tion of the Seine and Home Finance Agency and made it an 
independent agency. 

Also, we have noted that House Committee on Banking and 
Currency in reporting the Housing Act of 1956 (H. R. 11742) has 
included a provision preventing Reorganization Plan No. 2 from going 
into effect, or nullifying the plan if it has become effective by the time 
the Housing Act is enacted. The committee explained in its report 
(H. Rept. No. 2363) that any basic change in the organizational 
structure of the agencies involved should only come about after 
adequate consultation with the Congress, the Board, and the industry, 
and stated that it had serious question as to the basic merits of the 
plan and its possible effect on the savings and loan associations of the 
country. H. R. 11742 directs the Federal Home Loan Bank Board 
to study methods of achieving improvements in the operation of the 
Federal Home Loan Bank System and to report its findings and 
recommendations to the House and Senate Committees on Banking 
and Currency by January 31, 1957. 

A somewhat similar position was taken in the Senate by the sponsors 
of Senate Resolution 291, which disapproves Reorganization Plan 
No. 2. See Congressional Record of June 18, 1956, pages 9392-9393. 
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In view of the above, we believe that interests of the Congress will 
be better served if the proposed separation of the agencies is considered 
under the norma! legislative process rather than by the reorganization 
plan method. Accordingly, it is our recommendation that Reorgani- 
zation Plan No. 2 be disapproved. 

Sincerely yours, 


JosEPH CAMPBELL, 
Comptroller General of the United States. 








ADDITIONAL VIEWS OF CLARE E. HOFFMAN ON HOUSE 


RESOLUTION 541, DISAPPROVING REORGANIZATION 
PLAN NO. 2 OF 1956 


Reorganization Plan No. 2 of 1956, submitted by the President on 
May 17, 1956, provides, among other things, for separation of. the 
management of the Federal Savings and Loan Insurance Corporation 
from the management of the Federal Home Loan Bank Board. 

The proposal has met with rather widespread opposition and, in 
my judgment, should be submitted to the House Committee on 
Banking and Currency. 

In the additional views filed by me in connection with the report 
on H. R. 1979, 83d Congress, Ist session (H. Rept. No. 6, filed January 
30, 1953), to amend the Reorganization Act of 1949, my opposition to 
this method of legislating is briefly set forth. 

There would seem to be no valid answer to the statement that 
legislation which permits a President—any President—to submit a 
plan, which in substance is nothing more nor less than a bill or joint 
resolution, to the Congress, and then give validity to that plan without 
a majority vote of both the Senate and the House, is unconstitutional. 

In the 1953 additional views, the argument that such a method of 
legislating was unconstitutional was set forth rather briefly as follows: 

1. The bill proposes an unconstitutional grant of legislative 
power; 

2. A grant of legislative power to a President to reorganize 
executive departments does not insure either economy or 
efficiency; 

3. Conferring legislative power upon a President to re- 
organize the executive departments is unnecessary— 


(a) because a President now has the authority to 
appoint the heads of the executive departments and to 
force them to adopt practices which will bring about both 
economy and efficiency of administrative functions; and, 

(6) because a willing Congress, knowing the urgent 
need for both economy and efficiency in the operation of 
the executive departments, will enact any and all neces- 
sary constructive legislation which he may send to it by 
either bill or resolution. 

(c) because we now have a President who has the ad- 
ministrative ability, the courage, the desire, and the 
the determination to, by Executive order or the approval 
of bills or recommendations submitted to Congress, 
“clean up the mess” which was so large a factor in his 
election. 


* * & * * 
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A COMPARISON OF THE PROVISIONS OF THE REORGANIZATION 
ACT WITH OUR CONSTITUTION 


Most school children know that we get our laws by the 
concurrent action of the Houses of Congress, followed by the 
approval of the President or the overriding of the President’s 
veto by a two-thirds vote of each House. 

The Reorganization Act tries to prescribe another method 
for making laws. 


Section 1 of article I of the Constitution of the United States 
reads— 
‘All legislative Power herein granted shall be vested in a 
Congress of the United States, which shall consist of a 
Senate and House of Representatives.” 


The Reorganization Act— 


Vests in the President the power to originate a “reorganiza- 
tion plan’? which unless rejected by a House of Congress, 
becomes the law of the land. 


Section 7 of article I of the Constitution of the United States 
reads in part— 
* + * s * 


“Every Order, Resolution, or Vote to which the Concur- 
rence of the Senate and House of Representatives mae be 
necessary (except on a question of Adjournment) shall be 
presented to the President of the United States; and before 
the Same shall take Effect, shall be approved by him, or being 
disapproved by him, shall be repassed by two thirds of the 
Senate and House of Representatives, according to the Rules 
and Limitations prescribed in the Case of a Bill.” 

The Reorganization Act— 

Provides that the plans originated by the President shall 
be filed with each House of Congress and, unless rejected by 
the affirmative vote of more than half the authorized mem- 
bership of either House, shall become law. Under the pro- 
poses amendment, a plan would become law if not rejected 

y a majority of either House. 


The Constitutional Powers of Congress— 


Are specified in section 8 of article 1. (See also sec. 3 of 
art. III, secs. 1 and 3 of art. IV, and art. V.) The last clause 
of section 8 of article 1 reads: 

“To make all Laws which shall be necessary and proper 
for carrying into Execution the foregoing Powers, and all 
other Powers vested by this Constitution in the Government 
= see" United States, or in any Department or Officer 
thereof.” 


The Reorganization Act— 


Attempts to place in the Executive the power and author- 
ity, not only to abolish agencies, except departments, but 
even to abolish any function of the Government, except that 
he must leave each department with one function. 
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The first sentence of section 1 of article IT of the Constitution is— 
“The executive Power shall be vested in a President of the 
United States of America.” 


a & s 
The Reorganization Act— 


Makes it possible for either House of Congress to veto a 
Presidential reorganization. 
The constitutional issue 

Having in mind these provisions of our Constitution, At- 
torney General Mitchell (37 Op. A. G. 56, 63) analyzed the 
constitutional question presented to him on the basis that, 
unless the function were Executive, the delegation would be 
unconstitutional, and if the function were Executive, the set- 
ting up of a method whereby one House of Congress could 
disapprove Executive action violated article II, section 1. 

The Constitution is violated when Congress attempts to 
transfer legislative — to the President (Schecter Poultry 


Corp. v. U. S. 295 U.S. 495; Panama Refining Co. v. Ryan, 
293 U.S. 388; Yakus v. U. S., 321 U.S. 414). 


35 


Because the method proposed reverses the procedure outlined in the 


O 


Constitution for the enactment of legislation, I am forced to vote to 
adopt the pending resolution which disapproves of the plan, even 
though there may be merit in the desired objective. 


Criare E. Horrman. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES REport 
2d Session No. 2606 





PROVIDING PARTICULAR DESIGNATIONS FOR THE HIGH- 
WAY BRIDGES OVER THE POTOMAC RIVER AT 14TH 
STREET IN THE DISTRICT OF COLUMBIA 





Juty 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. McMi1tan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 10947) 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 10947) to provide particular designations for the 
highway bridges over the Potomac River at 14th Street in the District 
of Columbia, having considered the same, as favorably thereon, 
without amendment, and recommend that the bill do pass. 

The purpose of this legislation is to provide that the west 14th 
Street Highway Bridge over the Potomac River from a point near 
14th Street in the District of Columbia to a point in Virginia shall be 
known and designated hereafter as the “George Mason Memorial 
Bridge.” Any law, regulation, map, document, record, or other 
way of the United States in which such bridge is referred to shall be 

eld to refer to such bridge as the “George Mason Memorial Bridge.” 

The bill further provides that the east 14th Street Highway Bridge 
over the Potomac iver from a point near 14th Street in the District 
of Columbia to a point in Virginia shall be known and designated 
hereafter as the ‘““Rochambeau Memorial Bridge.” Any law, regula- 
tion, map, document, record, or other paper of the United States in 
which such bridge is referred to shall be held to refer to such bridge 
as the “Rochambeau Memorial Bridge.” 

The bill was reported by a unanimous vote of the members present. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2607 





CONCERNING GIFTS OF SECURITIES TO MINORS IN THE 
DISTRICT OF COLUMBIA 





Jouyx 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. McMuiutan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 11090] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 11090) concerning gifts of securities to minors in the 
District of Columbia, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of this legislation is to facilitate gifts of stock and 
other securities to minor children within the District of Columbia. 

Legislation similar to H. R. 11090 has been enacted in 13 States 
in the 1955 and 1956 State legislative sessions. Those 13 States are 
California, Colorado, Connecticut, Georgia, Michigan, New Jersey, 
New York, North Carolina, Ohio, Rhode Island, South Carolina, 
Virginia, and Wisconsin. 

is bill applies only to gifts of securities to a minor child. It does 
not affect in any way the letal safeguards which have always protected 
a child’s property received by inheritance or in any other manner. 
This bill merely provides a simple way for a parent or other adult to 
make a gift of stock to a child and reserve a power to manage the 
securities given until the child reaches 21. 

In the District of Columbia common stock or other securities can 
now be legally given to a minor child in 1 of 2 principal ways. An 
outright gift of securities can be made to a child and the securities 
registered in his name. This method can, however, create consider- 
able problems because a subsequent sale of the stock for the child 
would require appointment by a court of a legal guardian for the 
child. Guardianship can be extremely cumbersome, restrictive, and 
expensive when small gifts of stock to a child are concerned. As a 


result, this method of giving stock to children has not been practical 
for small gifts. 
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The second method of giving securities to children now available 
to parents is the creation of a trust. Here again the expense and 
inconvenience of a trust have deterred parents who desired to make 
modest gifts of stock to their children. 

The treatment of stock gifts to children has contrasted sharply with 
the freedom and flexibility offered to parents who desire to make gifts 
to their children of either United States Government bonds or savings 
accounts. In these two areas little or no expense or redtape inhibits 
the parent from making gifts. In both cases, it has been made ex- 
tremely simple for the parent or giver to act on the child’s behalf in 
— with the bond or savings account which has been given to the 
child. 

This bill would enable parents in the District of Columbia to make 
gifts of securities, no matter how small, to their children with the 
same ease that they can now give a Government bond or savings 
account. Such a simple method of making small gifts of stock to 
children is desirable because ownership of common stock can help to 
educate our younger generation to the workings of our free-enterprise 
system. 


Ill. SUMMARY OF BILL 


Section 1 of the bill permits an adult to make an outright gift of 
stock to a child by the simple act of having the securities registered 
in the name of an adult as “‘custodian’’ for the child—the custodian 
being a close relative of the child or the giver himself. The actual 
registration required would be “ , as custodian, for , a 
minor, under the laws of the District of Columbia.” Relatives of 
the child who are permitted to be custodians are parents, grand- 
preety adult brothers and sisters, uncles and aunts. In the case of 

earer securities, a simple “Deed of gift’’ must be filled out and the 
securities must be delivered to the custodian. For bearer securities 
the giver cannot serve as custodian. 

Section 2 provides that the gift to the child is complete and irrev- 
ocable. The child actually owns the securities, but the custodian 
has the right to manage the investment of this property until the 
child is 21. 

Under section 3 the custodian can collect the income from the securi- 
ties for the child. He can spend any part of the income or principal 
for the benefit of the child. Any property remaining when the child 
reaches 21 must be turned over to the child. The custodian may 
retain any securities originally delivered to him. He may sell any 
securities he holds at any time, but any reinvestment must be in such 
securities as would be purchased by a “‘prudent man of discretion and 
intelligence” seeking a reasonable income and capital preservation. 
Aside from investing in securities the custodian may hold the child’s 
property in a savings account. No transfer agent, broker, or other 
third party dealing with the adult custodian is under a duty to ques- 
tion what the custodian does with the child’s property. The custodian 
must keep the child’s property separate, in such a way as to clearly 
identify it as the child’s. 

Under section 4 the giver or a member of the child’s family who is 
acting as custodian may be reimbursed for expenses but otherwise 
shall receive no compensation. 
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Under section 5 an uncompensated custodian is liable to the child 
only for losses occurring through bad faith, intentional wrongdoings 
or failure to invest in accordance with the provisions as to investment 
under section 3, above. 

Section 6 provides that a custodian may resign by selecting an 
adult relative of the child as custodian and delivering to him the 
property held as custodian. 

nder section 7, if a custodian dies or becomes incompetent before 
the child is 21, and if the child has a guardian, the guardian would 
become the new custodian. If there is no guardian, a member of the 
child’s family designated by the will or by the legal representative of 
the last acting custodian would become custodian. ; 

Under section 8 of the United States District Court for the District 
of Columbia (holding a probate court) can appoint the successor 
custodian on petition. 


Section 9 grants to a successor custodian all the rights, powers, and 
duties of a custodian. 

Under section 10, the custodian is not required to file periodic or 
final accounting with a court. The section provides, however, that a 
parent or next friend of the minor or a successor custodian, as well as 
other interested parties, may petition the court either for a periodic 
accounting at any time during the child’s minority or for a final 
accounting at any time prior to 1 year after the minor reaches 21 or 
dies before reaching that age. 

Section 11 authorizes the United States District Court for the 
District of Columbia (holding a provate court) to remove a custodian 
for cause. 


Section 12 contains appropriate definitions of terms used in the bill. 
Section 13 states that— 


This Act shall not be construed as providing an exclusive method for 
making gifts of securities to minors. 


O 


a 
s 
a] 
a 
5 
= 
2 
= 
Loew 
o 
> 
ae 
2 
Led 
rn 
=z 
= 











84rH CoNGREsS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2609 





AUTHORIZING THE APPROPRIATION OF FUNDS FOR THE CON- 


STRUCTION OF CERTAIN HIGHWAY-RAILROAD GRADE SEPARA- 
TIONS IN THE DISTRICT OF COLUMBIA 





Jory 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 2704] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2704) to authorize the appropriation of funds for the con- 
struction of certain highway-railroad grade separations in the District 
of Columbia, and for other ae having considered the same, 


report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSES OF THE BILL 


This bill authorizes partial reimbursement of the District of 


Columbia for its share of the cost of certain highway-railroad grade 
separations and emus assessment of any of the cost against the 
railroads involved. 


The project is at a point in the southeast section of the District of 
Columbia in the vicinity of East Capitol Street, where the proposed 
extension of East Capitol Street as shown on the highway plan of the 
District of Columbia will cross the right-of-way of the Philadelphia, 
Baltimore & Washington Railroad (operated under lease by the 
Pennsylvania RR.) and the Baltimore & Ohio Railroad. 

The total cost of the project is estimated at $1,995,000. 


PRESENT FINANCING 


At present, about 65 percent of this cost is to be paid from Federal- 
aid funds available to the District and one-half of the balance is to 
be paid each by the District and the railroads, pursuant to a contract. 


The committee is advised, however, that the railroads became parties 
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to the existing and revised agreements under the duress of threatened 
action by the District under the Union Station Act of 1903 to compel 
payment by the Commissioners of the District of Columbia of 50 per 
cent of the entire cost of the project. On behalf of the carriers it is 
claimed that since the railroads receive no benefit whatever from the 
separation, they should not be compelled to pay anything toward the 
cost. 


REASONS FOR ENACTMENT 


This bill is virtually identical in form, in substance, and in justifi- 
cation with a bill, H. R. 6080, which was unanimously approved in 
1954, and which was enacted into law as Public Law 571 of the 83d 
Congress. 

Your committee believe that the railroads have no proper obligation 

to share in the cost of this project for the following reasons: 
- The East Capitol Street railway-highway underpass-was necessi- 
tated by the construction of the East Capitol Street Bridge. The 
bridge was authorized by Congress in Public Law 534 of the 81st 
Congress. Section 1 of that law shows the relationship of the bridge 
to the Federal highway system quite clearly by directing that an 
access road be provided “to interconnect the Washington-Annapolis 
Freeway and the Baltimore-Washington Parkway with said bridge 
and its east approaches.”’ It is therefore clear that the East Capitol 
Street Bridge is part of a Federal interstate highway project. 

In addition, there is no modern precedent in the District of Colum- 
bia for imposing the cost of the grade separation portion of this 
a highway project on the railroad carriers whose tracks are 
affected. 

Almost without exception, grade separation projects in the recent 
past constructed within the District have been financed entirely with 
Federal funds. The exceptions were those grade separation projects 
that were desired by the railroads and were of benefit to them. 

Finally, the existing financing arrangement is contrary to estab- 
lished Federal policy, as set forth in memorandum No. 325, issued 
August 26, 1948, by the Public Roads Administration, which provides, 
in paragraph 4, as follows: 


Where a new street or highway is established which is not 
essentially a relocation of an existing street or highway and 
intersects an existing railroad at erste, the construction of a 
separation structure or the installation of a signal device 
at such crossing will not be considered as a benefit to 
the railroad, and no contribution by the railroad will be 
required * * *. 


Clearly, this project falls within that description and is of no benefit 
whatever to the railroads but actually will serve competing transporta- 
tion media (buses and trucks) and probably result in loss of business 
for the railroads. 

PROVISIONS OF THE BILL 


Section 1 of the bill authorizes appropriation of Federal funds to be 
credited to the District highway funds in the amount of $665,000. 
This amount has been increased by the committee from the figure 
originally provided in the bill, in order to. bring it in line with actual 


construction cost. 





( 
| 
| 
| 
| 








FUNDS FOR CERTAIN HIGHWAY-RAILROAD GRADE SEPARATIONS 3 


Section 2 merely specifies what the money may be used for. 

Section 3, in effect, would nullify the provisions of the existing 
contract between the District and the railroads which require the 
railroads to contribute to the cost of the project by prohibiting 
assessment of any of the cost against the railroads. The District 
Commissioners requested an amendment, which your committee has 
not adopted, to make this provision contingent upon actual appro- 
priation of the full authorized amount. For the reasons set forth 
above, your committee believes that since the railroads derive no 
benefit but are actually harmed by the separation project, they should 
not be required to pay anything, regardless of the extent of Federal 
participation. 

Section 4 is not controversial and merely provides that the dedi- 
cation by the railroads to the District of Columbia of the right to 
use as a public thoroughfare the portion of East Capitol Street 
extended shall not impair or affect the right of the railroads to use 
for railroad purposes the portion of its right-of-way so dedicated. 


O 
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84TH Conarrss } HOUSE OF REPRESENTATIVES ~ { 
2d Session No. 2610 





AMENDING THE ACTS OF FEBRUARY 28, 1903, AND MARCH 3, 1927, 
RELATING TO THE PAYMENT OF THE COST AND EXPENSE OF 
CONSTRUCTING RAILWAY-HIGHWAY GRADE ELIMINATION 
STRUCTURES IN THE DISTRICT OF COLUMBIA 





Juty 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 2895] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2895) to amend the acts of February 28, 1903, and March 
3, 1927, relating to the payment of the cost and expense of constructing 
railway-highway grade elimination structures in the District of Colum- 


bia, pen considered the same, Oey favorably thereon with amend- 
ments and recommend that the bill do pass. 


The amendments are as follows: 
On page 2, line 17, after the word “project” strike through “1944” 
in line 21. 


On page 4, line 15, after the word “project” strike through “1944” 
in line 18. 


HISTORY 


Senate Report No. 1777, 83d Congress, 2d session, to accompany 
H. R. 6080, contains a request that the Commissioners of the District 
of Columbia report to your committee by January 15, 1955, any 
recommendations for modernization of the Union Station Act (sec. 
10, act of Feb. 28, 1903, 32 Stat. 918; D. C. Code, 1951 edition, 
sec. 7-1214), as amended in 1927 (sec. 3, act of Mar. 3, 1927, 44 
Stat. 1353; D. C. Code, 1951 edition, sec. 7—1215). 

The Commissioners, by order No. 54-749, dated April 6, 1954, 
appointed a committee known as the Railway-Highway Division of 

ts Committee to consider the question of whether existing law 
relating to the division of costs between the District of Columbia and 
the railroad companies of constructing railway-highway grade separa- 
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tion structures, should be amended in order to provide for a more 
equitable division of such costs. 

The committee consisted of 3 representatives of the District of 
Columbia government, 1 representative of the Pennsylvania Railroad, 
and 1 representative of the Baltimore & Ohio Railroad Co. The 
Railway-Highway Division of Costs Committee did considerable work 
in connection with this question, including an analysis of State laws 
and practices concerning the allocation to railroads of construction 
and maintenance costs of railway-highway grade separation projects. 
The committee submitted its report to the Board of Commissioners 
on January 28, 1955. Upon approval of the report, the Commis- 
sioners submitted to Congress a draft of a bill containing the recom- 
mendations of the committee. 


PURPOSE 


The purpose of the bill is to provide that: 

(1) The District of Columbia shall apply to the payment of the 
cost and expense of the highway-railway grade separation projects 
referred to in said acts all Federal aid highway-railway grade separa- 
tion funds available for use by the District on such projects at the 
time such projects are programed and all such funds which become 
available for use by the District on such projects during the con- 
struction of such projects. 

(2) In the event that Federal-aid highway-railway grade separation 
funds available to the District of Columbia are insufficient to pay the 
total cost and expense of such grade separation projects, the total 
cost and expense of said separation projects not paid with such Federal- 
aid funds shall be borne and paid one-half by the railroad company 
whose tracks are crossed and one-half by the District of Columbia; 
provided, however, that the railroad company’s share of such cost 
shall not in any case exceed 10 percent of the total cost and expense 
of such projects. 

(3) Aiter construction the cost of maintenance shall be wholly 
borne in the case of highway overpasses by the District of Columbia 
and in the case of highway underpasses by the railroad company. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


(32 Stat. 918; 55 Stat. 182) 


Sec. 10. That in the location, construction, and maintenance of 
the connecting line of railroad which the Philadelphia, Baltimore and 
Washington Railroad Company is by this Act authorized and em- 
ponerse: to locate, construct, maintain, and operate, from the point 
nereinbefore mentioned on the north line of Montana avenue to a 
point of connection with its railroad near Magruder Station, in the 
State of Maryland, said Philadelphia, Baltimore and Washington 
Railroad Company shall have, be possessed of, and exercise’ the 
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powers and processes of condemnation as prescribed by section nine 
of this Act, and also all authorities, rights, powers, privileges, and 
franchises conferred upon or vested in the Baltimore and Ohio Rail- 
road Company by the twelfth section of said Act relating to it, 
approved February twelfth, nineteen hundred and one, in respect 
to the line of railroad therein authorized, and shall be subject to the 
same limitations and restrictions as in said twelfth section set forth. 


INTERSECTING HIGHWAYS 


Any and all streets or highways within the District of Columbia 
now or hereafter planned or projected to cross any line of railroad, 
other than a street railway, in the District of Columbia, which may be 
hereafter opened to public use, shall be located, constructed, and main- 
tained either beneath such railroad by a suitable subway or above 
the same by a suitable viaduct bridge at such altitude as will not 
interfere with the free and safe operation thereof: Provided, however, 
That nothing herein contained shall require the location, construction, 
or maintenance of any such street or highway under or above any 
spur, industrial, switching or side track, or branch line of any railroad 
unless the Commissioners of the District of Columbia shall find the 
same is necessary in the public safety. [The cost and expense of 
opening said streets or highways within the limits of such railroad 
company’s right of way, including the cost of constructing the portion 
of any viaduct bridge, within said limits, shall be borne and paid 
half by such railroad company, its successors and assigns, and half 
by the District of Columbia and the United States, but after construc- 
tion the cost of maintenance shall be wholly borne and paid as in the 
case of other public highways in the District of Columbia; and the 
portions of such streets now or hereafter planned or projected as above 
which lie within a right of way belonging to such railroad company 
shall be dedicated by such company as a public thoroughfare when the 
portions of such street adjoining such right of way have been similarly 
dedicated or otherwise acquired.] The cost and erpense of any project 
for opening any such street or highway within the limits of such railroad 
company’s right-of-way, including the cost of constructing the portion of 
any viaduct bridge, within said limits, shall be borne and paid as follows: 

(1) The District of Columbia shall apply to the payment of such cost 
and expense all Federal aid highway-railway grade separation funds 
available for use by the District of Columbia at the time any such project 
is programed and all such funds which become available for use on 
such projects by the District of Columbia during the construction of such 
project; 

(2) If such Federal aid highway-railway grade separation funds are 
insufficient to pay the cost and expense of any such project, the portion 
not so covered shall be paid one-half by the railroad company, its succes- 
sors and assigns, whose tracks are crossed and one-half by the District 
of Columbia: Provided, That in no case shall the obligation of the railroad 
company affected exceed 10 per centum of the total. cost and erpense of 


such project: Provided further, That the obligation within this limit of 
the railroad carrier affected shall be determined in accordance with the 


provisions of subparagraph (b) of section 5 of the Federal-Aid Highway 
Act of 1944; 
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(3) After construction, the cost of maintenance shall be wholly borne 
and paid in the case of highway overpasses by the District of Columbia, 
and in the case of highway underpasses by the railroad company, tts 
successors and assigns, whose tracks are crossed; and 

(4) The portions of such streets planned or projected as above which lie 
within a right-of-way belonging to such railroad company shall be dedi- 
cated by such company as a public thoroughfare when the portions of such 
street adjoining such right-of-way have been similarly dedicated or other- 
wise acquired. 


(44 Srat. 1353; D. C. Copr, 1951 Epition, Src. 7-1215) 


Sec. 3. Hereafter the Commissioners of the District of Columbia 
are authorized, whenever in their judgment it may be necessary for 
the public safety, and subject to appropriations to be made therefor 
by Congress, to construct subways or viaducts and approaches thereto, 
in accordance with plans and profiles of said works to be approved 
by them, to carry any street or highway crossing at grade any line of 
[steam] railroad track or tracks in the District of Columbia, or any 
street or highway within the District of Columbia now or hereafter 
planned or projected to cross any such line of railroad, under or over 
said track or tracks: [Provided, That one-half of the total cost of 
constructing any viaduct or subway and approaches thereto shall in 
each case be paid by the railroad company, its successors or assigns, 
whose tracks are so crossed; and in the event the rights-of-way of 
two or more railroad companies are so crossed said half cost as herein 
provided shall be paid by the said railroad companies, their successors 
or assigns, in proportion to the widths of their respective land holdings, 
and all] Provided, That the total cost of constructing any project for 
such viaduct or subway and approaches thereto shall be borne and paid 
as follows: 

(1) The District of Columbia shall apply to the payment of the cost of 
such project all Federal aid highway-railway grade separation funds 
available for use by the District of Columbia at the time any such project 
is programed and all such funds which become available for use on such 
project by the District of Columbia during the construction of such projects; 
and 

(2) If such Federal-aid highway-railway grade separation funds are 
insufficient to pay the cost of any such project. the portion not so covered 
shall be paid one-half by the railroad company, its successors and assigns, 
whose tracks are crossed and one-half by the District of Columbia: Pro- 
vided further, That in no case shall the obligation of the railroad company 
affected exceed 10 per centum of the total cost of such project: Provided 
further, That the obligation within this limit of the railroad carrier affected 
shall be determined in accordance with the provisions of subparagraph 
(b) of section 5 of the Federal-Aid Highway Act of 1944: Provided further, 
That in the event the rights-of-way of two or more railroad companies 
are so crossed said half cost as herein provided shall be paid by the said 
railroad companies, their successors and assigns, in proportion to the 
widths of their respective landholdings, but the obligations of such com- 
panies shall not, in the aggregate, exceed 10 per centum of the cost of such 
project: Provided further, That after construction the cost of maintenance 
shall be wholly borne and paid in the case of highway overpasses by the 
District of Columbia, and in the case of highway underpasses by the rail- 
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road company, its successors and assigns, whose tracks are crossed: 
Provided further, That in the event the rights-of-way of two or more rail- 
road companies are so crossed, the cost of maintenance shall be borne and 
paid in the case of highway underpasses by the said railroad companies, 
their successors and assigns, in proportion to the widths of their respective 
land holdings. All provisions in respect to the method of payment 
and credit of said half cost, creation of a lien in respect thereto and 
enforcement thereof, conditions of use thereof by street railway com- 
panies, and every other kind of condition provided in section 1 hereof, 
and the authorization and every condition in respect thereto for the 
acquisition of any necessary land provided in section 2 hereof, in 
relation to the viaducts and their approaches therein authorized, are 
hereby made applicable to the subways, viaducts, and approaches 
authorized in this section the same as if enacted at length herein. 
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847H Congress } HOUSE OF REPRESENTATIVES Rerort 
2d Session - No. 2611 





PROVIDING FOR THE MAINTENANCE OF PUBLIC ORDER AND 
THE PROTECTION OF LIFE AND PROPERTY IN. CONNECTION 
WITH THE PRESIDENTIAL INAUGURAL CEREMONIES 





Jury 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMituan, from the Committee on the District of Columbie, 
submitted the following 


REPORT 


[To accompany H. J. Res. 667] 


The Committee on the District of Columbia, to whom was referred 
the joint resolution (H. J. Res. 667) to provide for the maintenance 
of public order and the protection of life and property in connection 
with the Presidential inaugural ceremonies, having considered the 
same, report favorably thereon with amendments and recommend 
that the joint resolution do pass, 

The amendments are as follows: 

On page 3, lines 15 and 16, strike the following: ‘(other than those 
areas under the jurisdiction of the Congress or any committec 
thereof)’’. 

On page 3, lines 24 and 25, strike out ‘outside the United States 
Capitol Grounds’. 


n page 7, following line 2, add the following new section: 


Sec. 9. Nothing contained in this Act shall be applicable 
to the United States Capitol Buildmgs or Grounds or other 
properties under the jurisdiction of the Congress or any com- 
mittee, commission, or officér thereof: Provided, however, 
That any of the services or facilities authorized by or under 
this Act shall be made available with respect to any such 
properties upon request or approval of the joint committee 
of the Senate and House of Representatives appointed by 
the President of the Senate and the Speaker of the House of 
Representatives to make the necessary arrangements for the 


ee tts of the President-elect and the Vice-President- 
elect, 
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The necessit 


PRESIDENTIAL INAUGURAL CEREMONIES 


herewith made a part of this report. 


JUNE 21, 1956. 
Hon. Sam Raysurn, 
The Speaker, United States House of Representatives, 
Jashington, D. C. 

My Dear Mr. Speaker: The Commissioners of the Dis- 
trict of Columbia transmit herewith a proposed joint resolu- 
tion to provide for the maintenance ot public order and the 

rotection of life and property in connection with the 
residential inaugural ceremonies. 

Every 4 years, for many years past, the Commissioners have 
followed the practice of forwarding to the Congress, well in 
advance of the next Presidential inaugural, a number of 
proposed resolutions relating to certain aspects of such 
inaugural. Until the last inaugural, in 1953, the Commis- 
sioners usually forwarded three proposed resolutions, but 
with the approval of Public Law 502 of the 82d Congress (66 
Stat. 577), relating to the quartering in public buildings in 
the District of Columbia of troops participating in inaugural 
ceremonies, and granting permanent authorization for such 
oe This type of resolution no longer is necessary. 

he other resolutions which usually have been forwarded 
by the Commissioners involve (1) a resolution which would 
authorize the necessary appropriations to defray District 
expenses incidental to the mauguration, the authorization 
of special regulations to be effective during the inaugural 
period, and the empowering of the Commissioners to issue 
special licenses to peddlers and vendors; and (2) a resolution 
authorizing the appropriate representatives of the Federal 
and District Governments to grant permits to the Inaugural 
Committee for the use of public space. 

The 2 resolutions last mentioned are susceptible of being 
reduced to 1 resolution, and, more important from the 
standpoint of eliminating a recurring requirement for legis- 
lation authorizing certain action in connection with Presi- 
dential inaugurations, this one resolution is susceptible to 
being drafted in a form which would make it permanent law, 
thereby obviating future action of a routine nature by the 
Congress. Accordingly, the Commissioners are forwarding 
a joint resolution derived in large part from resolutions 
which were approved by the Congress in connection with 
the Presidential inaugurations of 1937, 1941, 1945, 1949, 
and 1953, but in the form of permanent legislation. 

In substance, the proposed resolution authorizes an ap- 
propriation for District expenses in connection with a Pres- 
idential inauguration; authorizes the Commissioners to make 
regulations for the protection of life, health, and property 
during the “inaugural period”, which by definition includes 
the day on which the inaugural ceremonies are held, the 
5 calendar days prior thereto, and the 4 calendar days subse- 
quent thereto, making a total of 10 calendar days; and for 








for this legislation is contained in a letter from the 
President of the Board of Commissioners to the Speaker of the 
House of Representatives under date of June 21, 1956, which is 
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the granting of special licenses to persons selling goods, 
wares, and merchandise on the streets of the District during 
such period. The resolution centralizes in the Secretary of 
the Interior (or his designated agent, who might be the 
Superintendent of National Capital Parks) the authority 
to grant permits to the Inaugural Committee for the tem- 
porary use of public space under the control of the Federal 
Government outside of the Capitol Grounds, and authorizes 
the Commissioners to grant permits to the Inaugural Com- 
mittee for the temporary use of public space under their 
control. The resolution authorizes the temporary installa- 
tion of lighting and communication facilities on and over 
os space, and authorizes the Secretary of Defense (or 

is designated agent) to loan tents, camp appliances, hos- 
pital furniture, and other equipment to the Inaugural Com- 
mittee, for use in connection with the inaugural ceremonies. 
In general, the resolution is designed to provide such general 
authority as may be necessary to allow certain Federal 
officials and the Commissioners of the District of Columbia 
to cooperate fully with the Inaugural Committee in carryin 
forward the work connected with the Presidential inaugura 
ceremonies. 

When inaugurations were held on March 4, it was possible 
to obtain the enactment of necessary legislation during the 
session of Congress beginning in December, aad still have 
ample time for the Inaugural Committee and the various 
Federal and District agencies to accomplish their respective 
duties prior to the inauguration. However, with the inau- 
guration date changed to January 20, it has become neces- 
sary that the proposed resolution be adopted during the cur- 
rent session oY Congress in order to allow an adequate inter- 
val thereafter within which to permit the Inaugural Com- 
mittee and the interested Federal and District agencies to 
er arrangements well prior to the next inauguration. 

The Commissioners respectfully request that this pro- 
posed joint resolution be enacted during the present session. 

The Commissioners have been advised by the Bureau of 
the Budget that there is no objection on the part of that 
office to submission of this report to the Congress. 


The purposes of the amendments adopted by the committee are 
intended to eliminate any possible intrusions upon the authority of 
the joint congressional committee of the Senate and House of Repre- 
sentatives to make the necessary arrangements for the inauguration 
of the President-elect and the Vice-President-elect on January 21, 
1957. 

Language is included in the amendments which would insure that 
any of the services or facilities authorized by this resolution may be 
available in the area of the Capitol Buildings and Grounds upon 
request or approval of the joint congressional committee. 


O 
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AMENDING TITLE I OF THE ACT ENTITLED “AN ACT TO AUTHOR- 
IZE AND DIRECT THE CONSTRUCTION OF BRIDGES OVER THE 
POTOMAC RIVER, AND FOR OTHER PURPOSES” 





Juty 5, 1956.—Committed to the Committee of the Whole House on the state 
of the Union and ordered to be printed. 





Mr. McMiuttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


(To accompany 8. 2568] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2568) to amend title I of the act entitled “An act to 
authorize and direct the construction of bridges over the Potomac 
River, and for other purposes,” having considered the same, report 


favorably thereon with amendments and recommend that the bill 
do pass. 


he amendments are as follows: 


AMENDMENT TO S&S. 2568 


Beginning on page 1, line 7, and ending on page 1, line 9, strike the 
following language: 
by inserting immediately after the phrase “Potomac River’, 
where it first appears, the phrase “to be known as the 
Theodore Roosevelt Bridge,” 


and insert in lieu thereof the following: 


by deleting the phrase “bridge over the Potomac River” 
where it first appears, and inserting immediately after the 
word “low-level” the phrase “six-lane bascule-span bridge 
over the Potomac River, to be known as the Theodore Roose- 
velt Bridge,’’. 

On page 2, strike lines 8 through 10 inclusive. 


On page 2, line 19, following the word ‘‘That”’ insert the following: 
“upon completion of construction’’. 
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The purpose of this bill is to amend title I of the act to authorize 
and direct the construction of wen over the Potomac River (68 
Stat. 961) so as to accomplish the following: 

(1) Name any bridge constructed under authority of the first 
_ of Public Law 704, 83d Congress, the “Theodore Roosevelt 
Bridge.” 

(2) Allow the construction of the bridge authorized by the 
first title of the said Public Law 704 across Theodore Roosevelt 
Memorial Island, as well as south of said island. 

(3) Make the general plan and profile of the bridge structure 
subject to the approval of the Commission of Fine Arts. 

(4) Make the general location of the bridge, approaches, 
interchanges, and connecting roads subject to the approval of 
the Secretary of the Interior, as was suggested by the President 
in his message accompanying his approval of the act of August 30, 
1954 (Public Law 704). 

(5) Require that the monumental character of the general area 
be maintained so far as possible. 

(6) Keep control and jurisdiction over all park lands in the 
vicinity of the bridge in the Secretary of the Interior (except for 
such lands as may be required for the bridge structure and the 
surface of the approach roads and streets, which are made the 
responsibility of the District of Columbia), as was suggested by 
the President in his message accompanying his approval of the 
act of August 30, 1954. 

These proposed changes were brought about since the enactment of 
Public Law 704 of the 83d Congress, because the Theodore Roosevelt 
Association has now agreed to permit the proposed bridge to cross the 
Potomac River over some portion of the two islands comprising the 
Theodore Roosevelt Memorial Island. The National Park Service of 
the Department of the Interior, the Commission of Fine Arts, and the 
District of Columbia Commissioners, all agree that the bridge would be 
better located if it were possible for it to cross either or both of the 
two islands comprising the Theodore Roosevelt Memorial Island 
instead of south of the southern portion of the island (sometimes 
referred to as Small Island), as set forth in Public Law 704. The 
consent of the Theodore Roosevelt Association to such crossing is 
conditioned on the naming of any such bridge the Theodore Roose- 
velt Bridge. 

The purposes in the amendments adopted by the committee are 
as follows: 

Amendment No. 1 would assure the construction of a six-lane 
bascule-span bridge over the river. 

Amendment No. 2 would a the general location of the bridge, 
approaches, interchanges, and connecting roads under the jurisdiction 
of the Planning Commission and the Fine Arts Commission rather 
than the Secretary of the Interior. 

Amendment No. 3 would provide that the control and jurisdiction 
over all park lands in the vicinity of the bridge be left in the govern- 
ment of the District of Columbia until the completion of the construc- 
tion, at which time the jurisdiction would pass to the Secretary of 
the Interior. 
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CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Pusiic Law 704, 83p Conecress (68 Strat. 961) 


AN ACT To authorize and direct the construction of bridges over the Potomae 
River, and for other purposes ty, 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I—BRIDGE IN VICINITY OF CONSTITUTION 
AVENUE 


That (a) the Commissioners of the District of Columbia are author- 
ized and directed to construct, maintain, and operate a low-level bridge 
over the Potomac River, to be known as the Theodore Roosevelt Bridge, 
from the vicinity of Constitution Avenue in the District of Columbia 
to the Virginia side of the Potomac River, such bridge to be con- 
structed north of the Memorial Bridge and south of the southern 
rtion of Theodore Roosevelt Island sometimes referred to as ‘Small 
sland”, together with bridge approaches and roads connecting such 
bridge and approaches with streets and park roads in the District of 
Columbia and with streets and park roads on the Virginia side of the 
Potomac River: Provided, That in planning such bridge approaches 
and connecting roads, the Commissioners shall consult with the 
National Capital Planning Commission[.] : Provided further, That 
the bridge hereby authorized to be cons d may cross such portion of 
either of the two islands comprising the said Theodore Roosevelt Memorial 
Island as may be agreed upon between the Theodore Roosevelt Association 
and the Commissioners. The general plan and profile of the bridge 
structure shall be subject to the approval of the Commission of Fine 
Arts. The general location of the bridge, approaches, interchanges, 
and connecting roads on lands under the jurisdiction of the Secretary 
of the Interior shall be subject to his ap . The bridge, approaches, 
interchanges, and connecting roads at both ends of the bridge shall be 
constructed with a view to retaining so far as possible the monumental 
setting and the artistic design of Lineoln Memorial, the Arlington 
Memorial Bridge, and other monumental structures, properties, and 
park lands in the general area. 

(b) The Commissioners of the District of Columbia are authorized 
to construct and maintan a structure to provide pedestrian access 
from the low-level bridge referred to in subsection (a) of this section 
to the aforesaid “Small Island”: Provided, That before entering into 
any contract for such structure providing pedestrial access, the plans 
therefor shall be approved by the Theodore Roosevelt Association. 

(c) The Secretary of the Interior is hereby authorized to construct, 
maintain, and operate a structure connecting the main body of Theo- 
dore Roosevelt Island and the aforesaid portion thereof referred to 
as “Small Island” to provide pedestrian access between such islands: 
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Provided, That the plans for:such structure connecting such islands 
shall be subject to the approval of the Theodore Roosevelt Association. 

(a) The plans for any bridge’or other structure authorized by this 
title shal] be submitted to the'Commission of Fine Arts for advice 
with respect to the architectural features of any such bridge or struc- 
ture, aad no contract for the construction thereof may be entered into 
until this subsection shall have ‘been complied with: Provided, That 
upon failure of the Commission of Fine Arts to report its advice 
within ninety days of submission Of plans to it; the requirements o! 
this subsection shall be deemed to have been met. 

(e) Appropriations for construction of the bridge and other struc- 
tures authorized by this title, payable from the highway fund of the 
iiverics o Columbia, in athounts not exceeding $24,500,000 are hereby 
authorized. 

Sec. 102. The Federal agencies having control and jurisdiction over 
the lands at and adjacent to/the ends of the bridge shill transfer to the 
Commissioners of the District of Columbia, upon their request, the 
areas to be occupied by said bridge, approaches, and connecting roads, 
all as shown more particularly on plans of such bridge, approaches, 
and connecting roads to be prepared and approved by the Commis- 
sioners of the District of Columbia and ‘the Bureau of Public Roads, 
Department of Commerce [J]: Provided, That the Secretary of the 
Interior shall retain control.and jurisdiction over all park lands in the 
evcinity of the bridge other than such lands as may be required for the 
actual bridge structure and other than the surface of the approach roads 
and streets between curbs, which shall be the responsibility of the govern- 
mend of the District of Columbia. 

Sec. 103, The Commissioners of the Distriet of Columbia are au- 
thorized to enter into an agreement or agreements with the State 
Highway Commission of Virginia, acting for and on behalf of the 
Commonwealth of Virginia’ for the purpose of providing for coopera- 
tion by the State Highway Commission of Virginia, to such extent as 
the Commissioners of the Distriet of Columbia shall deem necessary, 
in the construction of said bridge, approaches, and connecting roads. 
acquisition of land for rights-of-way, contributions toward costs, tem- 
porary or permanent closing of existing roads, and any other matters 
relating to the construction of said bridge which the Commissioners of 
the District of Columbia may consider appropriate. 

Sec.. 104. The Commissioners of the District of Columbia are au- 
thorized to make such use of federally owned and controlled lands at 
and ddjacent to. the bridge as may be necessary for making borings, 
performing other prelimmary work, routing and rerouting traffic, 
constructing said bridge, approaches, and connecting roads, and 
storing of materials incident to such preliminary work and to actual 
construction. ? 

Suc. 105. The Commissioners of the District of Columbia are 
authorized and directed to route and reroute and to cause the routing 
and rerouting of traffic on, and to close or cause to be closed, park 
roads, streets, and highways under the jurisdiction of the United 
States, and to negotiate for the closing of roads ‘by ement with 
Virginia authorities, where necessary in connection with the prepara- 
tion of plans for, and during the actual construction of, oaialth idge, 
—— and connecting roads, | The Commissioners of the Distmnct 
of Columbia are further authorized to prepare plans for such changes 
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in park roads as they deem necessary to provide maximum efficiency in 
handling traffic to and from said bridge, and when such plans are 
approved by the Bureau of Public Roads, to construct roads in con- 
formity with such approved plans. 

Sec. 106. (a) The R ational Park Service is authorized and directed 
to remove or transplant to other locations any and all planting mate- 
rials within the area to be used for the bridge, approaches, and con- 
necting roads or for construction purposes, when requested by the 
Commissioners of the District of Columbia. The Commissioners of 
the District of Columbia are authorized and directed to regrade the 
areas involved in the construction of the bridge, approaches, and con- 
necting roads so as to conform with the plans to be approved by them 
and the Bureau of Public Roads. 

(b) Upon completion of said bridge, approaches, and connectin 
roads and the regrading of the areas, or prior thereto, when authorize 
by the Commissioners of the District of Columbia and when such 
operation or operations will not interfere with the construction of said 
bridge, approaches, and connecting roads, the National Park Service 
is directed to landscape such areas in accordance with the plans of the 
National Park Service as may be approved by the Commissioners of 
the District of Columbia and the Bureau of Public Roads, the cost of 
said landscaping to be paid out of funds made available for the 
purposes of this title. 

Sec. 107. The cost of construction, reconstruction, and repair of all 
roads which are changed or made necessary as an incident to the 
construction of said bridge, approaches, and connecting roads, when 
approved by the Commissioners of the District of Columbia and the 
Bureau of Public Roads, shall be paid out of funds made available for 
construction of said bridge, approaches, and connecting roads. 


Sec. 108. The right to alter, amend, or repeal this title is hereby 
expressly reserved, 
Oo 
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AMENDING THE ACT RELATING TO CEMETERY 
ASSOCIATIONS 





Jury 5, 1956.—Committed to the Committee of the Whole House on the State 
the Union and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8S. 2896} 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2896) to amend the act relating to cemetery associations, 
having considered the same, report sevenully thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of this bill is to authorize the Commissioners of the 
District of Columbia, without regard to the provisions of section 
27-114 of the District of Columbia Code (act of March 3, 1901, 31 
Stat. 1295, ch. 854, sec. 670), to license for cemetery purposes any 
parcel of land in the District of Columbia which does not exceed 1 
acre in size, and which except for a 1-side frontage of less than 100 
feet on a public street or highway, is otherwise completely bounded 
by land dedicated to cemetery purposes. 

Under existing law in the District, land may not be dedicated for 
cemetery purposes which lies either within the boundaries of the old 
city of Washington or within 1% miles thereof, and if situated beyond 
this point such dedication may occur only with the consent of all 
landowners and tenants residing within 200 yards of the particular 
plot and upon the express approval of the District Commissioners. 

While the language of the bill is general and can apply to any parcel 
of land, it is at this time intended to take care of a particular situation 
which has existed for several years. The plot of land immediately 
concerned was acquired almost 30 years ago by the Washington 
Hebrew Congregation. It has a iar of 90 feet on Alabama Ave- 
nue SE., approximately 400 feet east of Congress Place. Apart from 
this public highway frontage, it is completely surrounded by ceme- 
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tery lands owned by the Washington Hebrew and Adas Israel Cor ~re- 
gations. Within the 200-yard radius covered by the consent provi- 
sions of present law, there reside several hundred families. 

This legislation has the approval of the Commissioners of the Dis- 


trict of Columbia. 


O 
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2d Session No. 2614 





PROVIDING 5 LONGEVITY INCREASES FOR OFFICERS AND MEM- 
BERS OF THE METROPOLITAN POLICE FORCE WHO HAVE COM- 
PLETED 28 YEARS OF SERVICE, WITHOUT REGARD TO THE 
GRADE IN WHICH SUCH SERVICE WAS RENDERED 





Jury 5, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. MeMiuttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


(To accompany H. R. 7538] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7538) to provide 5 longevity increases for officers and 
members of the Metropolitan Police force who have completed 28 
years of service, without regard to the grade in which such service 
was rendered, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is to provide that upon completion of 28 
years of service an officer or member of the Metropolitan Police force 
may receive 5 longevity increases without regard to the grade in which 
such service was rendered, 

There are several men in the Metropolitan Police Department, who 
have served 28 years or more, who have never received a longevity 
increase, and under esta | law it is impossible for them to receive 


such longevity increases. The purpose of this legislation is to correct 
this situation in the Police Department. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows, (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 
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(67 Stat. 72, 67 Stat. 74) 


Sec. 102. (a) The annual basic salary of each officer and member 
of the Metropolitan Police force in a grade above that of private, class 
3, except the Chief of Police, shall be increased by $120 at the begin- 
ning of the next pay period following each five-year period of con- 
tinuous service completed in such grade, including service in such 
grade rendered prior to the effective date of this Act: Provided, That 
in computing service rendered prior to such date by any individual 
in the grade of private, only service in such grade in excess of three 
years shall be creditable in determining such increase or increases for 
any individual assigned to the qiade of private, class 4, in the fore- 
going salary table. The annual basic salary of the Chief of Police 
shall be increased by $200 at the beginning of the next pay period 
following each eighteen-month period of continuous service completed 
in such grade including service in such grade rendered prior to the 
effective date of this Act. For the purpose of this subsection, service 
shall not be deemed to have been discontinued by reason of any assign- 
ment (with an accompanying increase in basic salary) pursuant to 
subsection (6) or subsection (c) of section 101 of this Act. An increase 
in basic salary under this subsection shall be known as a “longevity 
increase”’. 

(b) Any officer or member who is promoted to a position in a 
higher grade in the foregoing salary table who is receiving one or more 
longevity increases under subsection (a) of this section, and whose 
basic salary, as increased by such longevity increases, exceeds the 
scheduled rate for such higher grade, shall, upon promotion, be entitled 
to the basic salary of such higher grade plus so many equivalent longev- 
ity increases as may be necessary to make his salary in such higher 
prede at least equal the salary he received before promotion, including 
ongevity increases. 

(c) Whenever any officer or member is demoted from any grade to 
a lower grade and such officer or member prior to such demotion was 
receiving one or more longevity increases, the Commissioners, in their 
discretion, may in demoting such officer or member fix his annual basic 
salary so as to exclude all such earned longevity increases or to include 
one or more of such earned longevity increases. 

(d) The minimum basic salaries contained in subsection (a) of 
section 101 of this Act in the grade or rank of Chief of Police shall 
not be increased by more than four longevity increases, nor shall the 
minimum basic salaries of grades or ranks below that of Chief of 
Police be increased by more than five longevity increases[.] except 
that any officer or member who completes twenty-eight years of service 
with a rating of satisfactory or better shall receive upon completion of such 
twenty-eight years of service five longevity increases without regard to the 
grade in which he rendered such service. 

(e) No officer or member shall be entitled to a longevity increase 
for a five-year period of service unless he has maintained a rating of 
satisfactory or better for such period. 

(f) In initially adjusting salaries in accordance with the provi- 
sions of this section, any officer or member promoted from a lower 
grade to a higher grade prior to July 1, 1953, shall receive credit for 
such part of continuous service in both grades for longevity purposes 
as is necessary to establish his basic salary, including longevity pay, 
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as least equal to the basic salary he would have received under the 
rovisions of this section in the lower grade had such promotion not 
een made. Service for future longevity increases of any officer or 
member whose salary is adjusted under authority of this subsection 
shall begin as of the date such adjustment became effective. 
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84TH CoNnarEss } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2615 





AMENDING PUBLIC LAW 523 OF THE 78TH CONGRESS ENTITLED 
“JOINT RESOLUTION TO CONSIDER A SITE AND DESIGN FOR A 
NATIONAL MEMORIAL STADIUM TO BE ERECTED IN THE 
DISTRICT OF COLUMBIA,” APPROVED DECEMBER 20, 1944 





Juuy 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMu1an, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


(To accompany H. R. 11967) 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 11967) to amend Public Law 523 of the 78th Congress 
entitled ‘Joint resolution to consider a site and design for a National 
Memorial Stadium to be erected in the District of Columbia,” 
approved December 20, 1944, having considered the same, report 
favorably thereon without amendment and recommend that the 
bill do pass. 

The purpose of this legislation is to amend Public Law 523 of the 
78th Congress entitled “Joint resolution to consider a site and design 
for a National Memorial Stadium to be erected in the District of 
Columbia,” approved December 20, 1944. 

The bill would amend Public Law 523 so as to make available a site 
now used by the National Training School for Boys in the District 
of Columbia. The bill specifically provides that this location be 
designated, reserved, and made available for use as the athletic field 
and stadium authorized by this joint resolution. 

' The — further provides that the Commission submit 9 re- 
rt to the Congress together with its recommendations on or before 
ecember 31, 1957. 

There is also a provision which would authorize the appropriation 
of any sums that would be necessary to carry out this joint resolution. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
71006 


UNIVERSITY OF MICHIGAN LIBRARIES 











2 AMEND PUBLIC LAW 523 OF THE 78TH CONGRESS 


as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Pusiic Law 523, 78tH ConGRess 


Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That there is hereby estab- 
lished a commission to be composed of three Members of the Senate 
to be appointed by the President of the Senate, three Members of the 
House of Representatives to be a — by the Speaker of the House, 
and three persons to be appoin y the Commissioners of the District 
of Columbia. [Such commission is authorized and directed (1) to con- 
sider a suitable site for an athletic field and stadium to be constructed 
in the District of Columbia as a permanent memorial to the men and 
women who gave their lives while serving as members of the armed 
forces of the United States during World War I and World War II; 
(2) to procure such plans and designs and make such surveys and esti- 
mates of the cost thereof as it deems advisable; (3) to endeavor 

articularly to formulate a method of financing the project on a self- 
fiquidating basis; and (4) to make a report to the Congress, together 
with its recommendations, at the earliest practicable date.J Such 
commission is authorized and directed to make surveys, estimates, plans 
and designs for the construction of an athletic field and stadium as a 
permanent memorial to the men and women who gave their lives while 
serving as members of the Armed Forces of the United States during World 
War I, World War II, and the Korean hostilities. Such commission 
is further authorized and directed to formulate a method of financing 
the construction of such athletic field and stadium on a self-liquidating 
basis and to submit a report to Congress, together with its recommendations, 
on or before December 31, 1957. The athletic field and stadium referred 
to in this section shall be located in the District of Columbia on land now 
being used by the National Training School for Boys, which yy 
shall, at such time as the same is no longer used for the National Training 
School for Boys, be designated, reserved and made available for use as the 
athletic field and stadium authorized by this joint resolution. 

Sec. 2. (a) The members of the commission shall serve without 
compensation; but travel, subsistence, and other necessary expenses 
incurred by them in connection with the work of the commission may 
be paid from any funds available for expenditure by the commission. 

) The commission is authorized, within the limits of appropria- 
tions made therefor, to employ and fix the compensation of such offi- 
cers, experts, and other employees as may be necessary to carry out its 
functions. 

Src. 3. Thero are hereby authorized to be appropriated such sums [, 
not to exceed $25,000,] as may be necessary to carry out the pro- 
visions of this joint resolution, 


O 








2d Session 


84TH CONGRESS ! HOUSE OF REPRESENTATIVES { ager 
; o. 2616 





AUTHORIZING THE SECRETARY OF THE INTERIOR TO NEGOTIATE 


AND EXECUTE A CONTRACT WITH THE RIVERSIDE IRRIGATION 
DISTRICT, IDAHO, RELATING TO THE REHABILITATION OF THE 
DISTRICT’S WORKS, AND OTHER MATTERS 





Juty 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enere, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H, R. 9918] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 9918) to authorize the Secretary of the Interior 
to negotiate and execute a contract with the Riverside Irrigation 
District, Idaho, relating to the rehabilitation of the district’s works, 
and other matters, having considered the same, report favorably 


thereon with amendments and recommend that the bill as amended 
do pass. 


he amendment is as follows: 
Amend the title so as to read: 


A bill to authorize the Secretary of the Interior to negotiate 
and execute a contract with the Riverside Irrigation District, 
Limited, of Idaho, relating to the rehabilitation of the 
district’s works, and other matters. 


PURPOSE AND EXPLANATION OF THE BILL 


This legislation would authorize the Secretary of the Interior to 
negotiate and execute a contract with the Riverside Irrigation District, 
Idaho, providing for (1) the expenditure by the Federal Government 
of not more than $30,000 to correct earthslide conditions in the 
district’s Riverside Canal, (2) repayment by the district of any sums 
so spent, and (3) payment by the district of sums it has heretofore 
obligated itself to pay to the Federal Government. Agreement with 
respect to such contract has been reached between the Department 
of the Interior and the Riverside Irrigation District and such agree- 
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ment brings to a successful conclusion several years of negotiations 
involvin the district’s problem. 

The Riverside Irrigation District is a private corporation which, 
since about 1893, has been delivering irrigation water to privately 
developed lands lying below certain lands of the Boise Federal reclama- 
tion project. ‘The company has had problems of canal maintenance 
because of slides in its main canal and has attributed much of its 
difficulty to seepage from the irrigation of the higher lands of the 
Federal project. 

After several slides in the 1920’s, the Congress, in 1926, appropriated 
funds to remove the slides from the canal and the district agreed to 
repay the cost of the work performed by the United States. Of the 
$48,233 expended by the Federal Government, the company repaid 
$14,465 by 1933 but no further payments have been made since that 
time. The landowners have felt that the district should have some 
recognition of the fact that irrigation by the Federal Government of 
lands lying above the district has increased the hazards to their water- 
supply system and for that reason have been reluctant to resume 
repayment. Over the years the district has continued to meet the 
slide problem from its own resources. Under the proposed contract 
which this legislation would authorize, the district would resume re- 
payment of the remaining obligation with regard to the cost of slide- 
removal work performed by the United States in 1926, but the dis- 
trict’s obligation for payment of accrued penalty interest on de- 
linquent installments under the 1926 contract would be canceled. 
The contract, in addition, would make available to the district 
rehabilitation and betterment funds on a reimbursable basis should 
future major slides occur. 


DEPARTMENT'S REPORT 


The report of the Department of the Interior recommending enact- 
ment of H. R. 9918 follows: 


DEPARTMENT OF THE INTERIOR, 
Orrick OF THE SECRETARY, 
Washington 25, D. C., June 28, 1956. 
Hon. Cuiatr ENG, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Exeter: A report has been requested from this 
Department on H. R. 9918,.a bill to authorize the Secretary of the 
Interior to negotiate and execute a contract with the Riverside Irri- 
gation District, Idaho, relating to the rehabilitation of the district’s 
works, and other matters. 

If enacted, this bill would authorize the Secretary of the Interior 
to negotiate and execute a contract with the Riverside Irrigation 
District providing for the expenditure by the Government of not 
more than $30,000 to correct or overcome slide conditions in the 
district’s Riverside Canal, for repayment by the district of any sums 
so spent, and for payment by the district (past penalties being forgiven) 
of sums it has heretofore obligated itself to pay to the Government. 

The Riverside Irrigation District, Ltd., is a private corporation 
which since about 1803 has been delivering irrigation water to’ pri- 


vately developed lands below the lands of Wilder Bench of the Boise 
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Federal reclamation project. The company has had problems of 
canal maintenance because of slides in its main canal. The company 
over the years has attributed much of its difficulty to the subsequent 
pie grit of irrigation on the Wilder Bench lands initiated about 
1911. 

After several slides in the 1920's, the Congress by the act of July 3, 
1926 (44 Stat. 841, 856), appropriated funds to remove the slides from 
the canal, and the company agreed to repay the cost of the work 
performed by the United States. This cost was $48,233. The 
company repaid $14,465 of this amount by 1933. Deferments were 
made in 1934, 1935, and the first half of 1936. No further payments 
have been made since that time. The landowners involved have felt 
that the company should have some recognition of the fact that irri- 
gation on Wilder Bench has increased the hazards to their water- 
supply system and for that reason have been reluctant to resume 
repayment under the existing repayment contract. Over the years 
the company has continued to meet the slide problem from its own 
resources. 

A proposed contract has been negotiated under which the company 
would resume making repayments under its contract of 1926. Before 
the contract can be executed on behalf of the United States, however, 
special legislation such as enactment of H. R. 9918 will be necessary. 
The proposed contract (1) reschedules for repayment the company’s 
remaining obligation with regard to the cost of slide removal work 
performed by the United States in 1926, (2) cancels the company’s 
obligation for payment of accrued penalty interest (computed at the 
rate of 10 percent per year) on delinquent installments under the 1926 
contract, and (3) recognizes the availability to the company of re- 
habilitation and betterment funds not to exceed a total of $30,000 on 
a reimbursable basis should future major slides occur, and should the 
Congress make appropriations therefor. 

The proposed contract provides for the company to repay the 
$33,768 balance of its rehabilitation obligation at the rate of $2,500 
annually, an amount slightly more than that of the installments under 
the present repayment contract, with the provision that, if the com- 
pany does work found by the Secretary to be required to remove slides 
or reduce the hazard from slides of more than $1,500 in any one year, 
the payment for that year will be rescheduled. Under this arrange- 
ment, the full amount will be repaid within 14 years plus whatever 
additional number of years occur in which the company expends more 
than $1,500 toward slide work. Although a major slide occurred in 
the winter of 1951-52, it is unlikely that there will be many years in 
which this will occur, because the past work has progressively reduced 
the hazard. Over the years the continuing slide removal work being 
accomplished by the company has tended toward the permanent 
stabilization of the canal. The contract leaves for later determina- 
tion pursuant to the Rehabilitation and Betterment Act of October 7, 
1949 (63 Stat. 724), as amended, the manner in which any future 
rehabilitation and betterment expenditures will be repaid. 

The company is extremely anxious to place its financial relation- 
ships with the United States on a current basis. The Bureau of 
Reclamation for a period of several years has attempted to work out a 
solution to this problem. We believe the proposed contract, which 
has been accepted by the company and which places the company 
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on a current repayment basis and offers the company some measure 
of assurance of assistance in meeting major slides in the future, is 
reasonable in view of the circumstances. 

We therefore recommend that H. R. 9918 be enacted. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


COMMITTEER’S RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 9918. 


O 
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PROVIDING FOR TRANSFER OF TITLE OF CERTAIN 


LANDS TO THE CARLSBAD IRRIGATION DISTRICT, 
NEW MEXICO 





Jour 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 10030) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 10030) to provide for transfer of title of 
certain lands to the Carlsbad Irrigation District, New Mexico, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

H. R. 10030 was introduced by Mr. Fernandez. An identical bill, 
H. R. 10061, was introduced by Mr. Dempsey. Both bills were 
considered by the committee and both Mr. Fernandez and Mr. 
Dempsey pressed for favorable action by the committee. 


PURPOSE AND EXPLANATION OF THE BILL 


This legislation would direct the Secretary of the Interior to 5 a 
claim the United States right, title, and interest in two lots of land 
in the city of Carlsbad, N. Mex., to the Carlsbad Irrigation District. 
The land in question is occupied by an office building which is used 
by the district and which was not built at the expense of the United 
States. The title to this property was transferred to the United States 
in 1905 as security for repayment of the cost of pects: irrigation 
works. At that time the property belonged to the Pecos Water 
Users’ Association. In 1932 the Carlsbad Irrigation District assumed 
the obligation of the Pecos Water Users’ Association and the obligation 
has been paid in full. 

The brick office building located on the property involved in this 
legislation has served as headquarters for the water users’ organization 
since its construction about 1900. The building is in poor condition 


and as early as 1940 it was determined that rehabilitation of the 
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structure was impractical and that it should be removed. The Carls- 
bad Irrigation District’ proposés to di: of the building and the 
roperty and to construct a new headquarters building at another 
ocation. 
DEPARTMENT'S REPORT 


The report of the Department of the Interior on this legislation 
recommending its enactment follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 28, 1956. 
Hon. Criair ENG.e, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Encue: An expression of the views of the Depart- 
ment has been requested on H. R. 10030 and H. R. 10061, both of 
which are bills to provide for transfer of title of certain lands to the 
Carlsbad Irrigation District, New Mexico. 

Either of these bills, if enacted, would direct the Secretary of the 
Interior to quitclaim the United States right, title, and interest 
in two lots of land in the eity of Carlsbad to the Carlsbad Irrigation 
District. The land in question is occupied by an office building which 
is used by the district and which was not built at the expense of the 
United States. 

On May 19, 1906, the Pecos Water Users’ Association contracted 
with the United States for the construction of irrigation works on the 
Pecos River. This action was preceded by a warranty deed, dated 
December 18, 1905, transferring title to the United States to properties 
of the water users’ association as security for repayment of the cost of 
project irrigation works. Included in this deed was property described 
as follows: 

“Lots 1 and 3 in Block 43 in the Stephens Addition to the town of 
Carlsbad (formerly called Eddy) * * * The grounds occupied by its 
headquarters building at Carlsbad and the buildings thereon.” 

At the time of this deed the District headquarters, a two-story brick 
office building, was relatively new. 

By contract dated November 14, 1932, the Carlsbad Irrigation 
District assumed the obligation of the Pecos Water Users’ Association 
and under the provisions of the Omnibus Adjustment Act of May 25, 
1926, the contract. established the district’s obligation at $1,537,862. 
By letter of June 11, 1947, the Secretary of the Interior declared that 
the district’s obligation under the 1932 contract had been paid in full. 

On. January 16, 1936, the Carlsbad Irrigation District entered into 
a contract for the repayment of the costs of the Alamogordo Reservoir 
and lesser works. The repayment obligation under the contract, as 
amended, was $2,600,000. The district started repayment under 
this contract in 1946 and has kept payments current. 

The brick office building, located on lots 1 and 3, has served as 
headquarters for the water users’ organization since its construction 
about. 1900. Some space has been rented for retail businesses and 
upstairs rooms for offices. 

The building is in poor condition due to settling of foundation and 
the cracking and deterioration of the brick walls. As early as 1940 
it was determined that rehabilitation of the structure was impractical 
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and that it should be removed. Due to the unsafe and unsightly 
condition of the building it is impossible to secure lessees for the space 
not used by the district. 

In view of the circumstances in which the United States obtained 
title to the property there is no occasion for us to object tothe 
provision of the bills that calls for the conveyance to be made without 
consideration. 

We recommend that either H. R. 10030 or H. R. 10061 be enacted. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, ; 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


COMMITTEE’S RECOMMENDATION 
In view of the circumstances in which the United States obtained 


title to this property, the Committee on Interior and Insular Affairs 
recommends enactment of H. R. 10030. 


0 
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84TH CONGRESS HOUSE OF REPRESENTATIVES 
2d Session No. 2619 





PRINTING AS A HOUSE DOCUMENT THE REPORT 
ENTITLED “THE PANAMA CANAL, SEA-LEVEL PROJECT 
AND NATIONAL SECURITY” 





Jury 5, 1956.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 
{To accompany H. Res. 493) 


The Committee on House Administration, to whom was referred 
House Resolution 493, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 
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84rH CoNnGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2620 





EXTENSION OF EXPORT-IMPORT BANK ACT . : 





Jury 5, 1956 —Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spencer, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 11261} 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 11261) to extend the Export-lmport Bank Act of 1945, 
as amended, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


INTRODUCTION 


The purpose of the bill is to extend for a period of 5 years, namely, 
to the close of business June 30, 1963, the operating authority of the 
Export-Import Bank. 

Your conumittee received testimony from Mr. Samuel C. Waugh, 
President and Chairman of the Board of Directors of the Export- 
Import Bank, in support of the proposed legislation. Also appearing 
before the committee were Mr. roe U. Stambaugh, First Vice 
President and Vice Chairman of the Board of Directors, and Mr. 


Hawthorne Arey and Mr. George Blowers, members of the Board 
of Directors of the bank. 


RECORD OF THE BANK 


The bank has now concluded more than 22 years of operation as an 
agency of the United States established to 


assist in financing and to facilitate exports and imports and 
the exchange of commodities between the United States, or its 


Territories or insular possessions, and any foreign country or 
the agencies or nationals thereof. 


In section 2 (b) of the Export-Import Bank Act of 1945 the Congress 
declared as its intent that the bank should encourage and not compete 
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with private capital and that loans, insofar as consistent with the 
major objectives, should generally be for specifie purposes and, in the 
judgment of the Board of Directors, offer reasonable assurance of 
repayment. 

Except for a brief period between June 30, 1953, and October 1954 
when it was under the direction of a Managing Director, responsibility 
for the policies and operations of the bank have been vested in a 
bipartisan Board of Directors of five members appointed by the 
President of the United States by and with the advice and consent 
of the Senate. The members of the present Board of the bank were 
so appointed pursuant to amendments of the Export-Import Bank Act 
adopted by the Congress in August 1954. 

All loans of the bank are made for the purpose of financing United 
States trade. With few exceptions the credits finance the export of 
United States manufactured or agricultural products. The bank is 
seldom called upon to extend direct aid to imports because financing 
from commercial banks and other sources of private capital is generally 
available for such purpose. The bank has, however, assisted in 
financing the development abroad of minerals and other raw materials 
required in the United States for strategic and industrial purposes. 

Applications to the bank come from United States exporters desiring 
assistance in financing sales abroad of their products, or from foreign 
buyers requiring credit to purchase United States products. Credits 
may finance single export transactions or may provide the 
dollars necessary to acquire all of the United States equipment 
and services for a large development project abroad. The bank may 
extend loans to either private or public borrowers, including foreign 
governments. 

The committee commends the bank on the record of its activities 
on behalf of United States overseas trade. Since it commenced opera- 
tions in February 1934 until the close of business on June 29, 1956, the 
bank has financed sales of United States products in 68 countries of 
the world and presently has credits outstanding in 57 countries. 
Over this period the bank has disbursed loans totalling $5,170,- 
862,284.46. Of these, $2,522,566,233.06 has been repaid, leaving 
outstanding $2,648,296,051.40 of loans. In addition, the bank has 
undisbursed commitments of $777,253,511.15. Losses incurred over 
the 22-year period have totaled only $525,553.90, which is approxi- 
mately one one-hundredth of 1 percent of loans disbursed. 

Administrative expenses and interest on all funds borrowed from 
the Treasury have been paid out of the bank’s earnings. After pay- 
ment of all expenses, including interest, the bank has had net earnings 
of $555,424,885.17. Out of these earnings it has declared and paid 
to the United States Treasury dividends on its capital stock totaling 
$150,905,178.04 and has accumulated reserves of $404,519,707.13. 

The committee was pleased to hear from the Chairman of the Board 
of Directors of the bank that long-term development loans will con- 
tinue to constitute the major portion of the bank’s business. ‘There 
have been some indications that the National Advisory Council had 
sought to establish a policy under which long-term development loans 
would be made primarily by the International Bank for Reconstruc- 
tion and Development, with the Export-Import Bank making such a 
loan only if the International Bank refused it. The committee, 
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however, was assured by Chairman Waugh that no such policy is in 
effect, and that there has been no diminution of long-term develop- 
ment loans by the Export-Import Bank. 


PROPOSED EXTENSION 


Although the existing authority of the bank does not expire until 
June 30, 1958, it is considered advisable to act now to extend its 
authority for 5 additional years; that is, to June 30, 1963. In the 
case of the last similar extension (from 1953 to 1958) the Congress 
acted in 1951, which was 2 years prior to the expiration of the author- 
ity. It appeared from the hearing that action at this time will enable 
more orderly and businesslike administration of the bank’s programs, 
especially in those cases involving development projects requiring a 
long time to complete. There is an cv Mar a esitancy on the 
part of applicants for credits, as well as on the part of the bank, to 
undertake development programs which may be short of completion 
when the bank’s lending authority expires 2 years from now. Al- 
though the bank would have authority to disburse funds actually 
committed prior to that date, it is difficult in some instances to fore- 
see the exact amount of credit that may be required to complete a 
project. United States manufacturers are also hesitant to accept 
orders requiring special fabrication that may not be completed 
within the time limit. 

An extension at this time would also remove personnel problems 
that would otherwise exist. Specially qualified personnel are often 
not interested in making the adjustments necessary to enter a job 
that will last only 2 years or less. Members of the present staff are 
more apt to consider seeking other jobs as the period of additional 
active banking operations becomes less. 

The Export-Import Bank is the only source for the financing of 
important United States trade in situations in which private capital 
is not available. Even though the activities of the bank may directly 
affect a relatively small portion of the total United States trade, its 
operations are highly important in the overall picture. In the field 
of medium- and long-term credit, the assistance of the bank is often 
essential if the sale is to be realized. In addition, the bank performs 
a valuable service in financing the export of United States materials 
equipment, and services which go into development projects abro 
that are designed to improve the dollar position of the other country 
and consequently that country’s ability to purchase more United 
States products. In view of its successful record and the importance 
to the United States of the activity in which it is engaged, we believe 
that the period of activity of the bank should be extended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Export-Import Bank Act or 1945, as AMENDED 


* ~ * * * + x 


Sec. 8. Export-Import Bank of Washington shall continue to 
exercise its functions in eonnection with and in furtherance of its 
objects and purposes until the close of business on [June 30, 1958], 
June 30, 1963, but the provisions of this section shall not be construed 
as preventing the bank from acquiring obligations prior to such date 
which mature subsequent to such date or from assuming prior to 
such date liability as guarantor, endorser, or acceptor of obligations 
which mature subsequent to such date or from issuing, either prior 
or subsequent to such date, for purchase by the Secretary of the 
Treasury, its notes, debentures, bonds, or other obligations which 
mature subsequent to such date or from continuing as a corporate 
agency of the United States and exercising any of its functions sub- 
sequent to such date for purposes of orderly liquidation, including 
the administration of its assets and the collection of any obligations 
held by the bank. 


O 
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ARCHEOLOGICAL INSTITUTE OF AMERICA 





Jury 5, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Frazrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 9348] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 9348) to amend the act entitled “An act incorporating the 
Archeological Institute of America” to increase the value of real and 
personal property that such institute may hold, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


GENERAL STATEMENT 


In 1906 Congress granted a charter of incorporation to the Arche- 
ological Institute of America (34 Stat. 203). This private corporation 
has promoted archaeological studies by investigation and research in 
this field. In the 1906 charter was a provision limiting the amount of 
property the corporation could hold to a maximum of $1 million. 
Such a limitation on the amount of property which may be held is 
unique. Its presence in the charter of the institute may now prevent 
its receiving a substantial bequest. 

H. R. 9348 would amend the charter of the institute and authorize 
property holdings up to $20 million. The House Judiciary Committee 
is of the opinion that this amendment is meritorious and accordingly 
favorably reports H. R. 9348. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 


po one brackets, and new matter proposed to be added shown in 
italics: 
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34 Srarures at Larce 203 (Pusiic Law 182, 59TH Cona., 
ist Sess.) 


Sec. 3. That said corporation may make all by-laws, rules, and 
regulations not inconsistent with law that may be necessary or expe- 
dient to accomplish the purposes of its creation; and it may hold real 
estate and personal property in the United States and any foreign 
country for the necessary use and purposes of said organization to an 
amount not to exceed [one million] twenty million dollars. The prin- 
cipal office of said corporation shall be in Washington, in the District 
of Columbia, and its annual meetings may be held in such places as 
its by-laws may provide. 


O 
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PROVIDING FOR A CIVILIAN ATOMIC POWER 
ACCELERATION PROGRAM 





Jory 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Houirretp, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


{To accompany H. R. 12061] 


The Joint Committee on Atomic Energy, to whom was referred the 
bill (H. R. 12061) providing for a civilian atomic power acceleration 
program, having considered S. 2725, H. R. 10805, and other proposals 
to accelerate the civilian atomic power program, do report out S. 4146 
and H. R. 12061, original Committee bills, to provide for an accelera- 
tion of the civilian atomic power demonstration program and recom- 
mends the bill do pass. 

The bill provides that the accelerated atomic power demonstration 
program be conducted by the Atomic Energy Commission under the 
research and development provisions of section 31 of the 1954 act, 
and be supplementary to other reactor development programs and 
projects authoriied under the act. The large-scale prototype reactors 
are to be constructed under contract at AEC production sites and the 
electric energy generated is to be used by the Commission in connection 
with the operation of its production facilities. 

In addition to the accelerated program of large-scale power reactors, 
the bill directs the Commission to develop reactor designs which show 
promise of significant advances in reactor technology and to construct 
under private contract as soon as practicable smaller prototype power 
reactors which utilize such advanced concepts. An earlier draft of 
the bill provided that the smaller prototype reactors should be between 
10,000 and 20,000 kilowatts, but the maximum was raised at the 
request of the Atomic Energy Commission. The committee intends, 
however, that the Commission should give special consideration of 
reactors in the 10,000 to 20,000 kilowatt range. Although the bill 
permits the Commission discretion in locating these small-scale 
power reactors, it is expected that. they will be situated at AEC 
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roduction, testing, and laboratory sites in the same manner as AEC 
acre its present small-scale reactors, and the electricity generated 
will be used by the Commission. 

Finally, the bill fixes responsibility in the Atomic Energy Com- 
mission for the conduct of a vigorous program of cooperation and 
assistance abroad with respect to the design, construction, and opera- 
tion of power reactors. 

Total amount authorized by the bill for both domestic and foreign 
activities under this program is $400 million. 


BACKGROUND 


The first dream of achieving an abundant production of electrical 
energy from atomic power began in the years 1939 and 1940 shortly 
after the public announcement of the discovery of the fissioning of 
uranium and the release of enormous quantities of energy. 

The first step in the direction of atomic power occurred under con- 
ditions of wartime secrecy when the first nuclear chain reaction in the 
uranium graphite pile was achieved by Fermi, Zinn, Anderson, et al., 
under the west stands at Stagg Field at the University of Chicago in 
1942. The practical basis for large-scale atomic power production 
was established when the Hanford reactors were placed into operation 
in 1944 for the production of plutonium and the incidental release of 
large quantities of heat which might some day be usable to make steam 
for powering turbines to make electricity. 

Mibough the Atomic Energy Aet of 1946 had as a principal aim the 
peacetime development of atomic energy under civilian control, world 
conditions were such that continued emphasis on the development of 
weapons and the production of fissionable material for such weapons 
was determined to be necessary. However, in 1949, due in part to 
encouragement by the Joint Committee, the Atomic Energy Com- 
mission established a Reactor Development Division and began to 
concentrate to a greater extent upon the development of reactors which 
would one day provide atomic power. 

Under this program the first production of electricity from a nuclear 
reactor was achieved in December 1951 by the experimental breeder 
reactor (EBRI) designed by Dr. Walter H. Zinn, and constructed and 
operated by the Argonne National Laboratory. 

As industrial interest in atomic power began to increase, and with 
the encouragement of the Joint Committee, the possibilities of large- 
scale atomic power began to appear to be more of a reality. In 1953 
the Mark I prototype for the Nautilus went into operation at the 
Arco testing site. That same year the Commission initiated the 
design and construction of the first prototype atomic powerplant for 
the production of electricity known as the pressurized water reactor 
(PWR) for construction by the Westinghouse Electric Corp. under 
Government cost-type contract with generation facilities to be pro- 
vided by the Duquesne Power Co. at its. own expense. Both proto- 
types were under the technical supervision of Adm. Hyman Rickover, 
Chief Naval Reactor Branch, AEC Reactor Development Division. 

In 1954 a number of pilot plant p ms were in various stages of 
organization and development at AKC laboratories. At this time 
under the auspices of the Joint Committee the power reactor develop- 
ment program was inaugurated. This program provided for much of 
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the Commission’s pilot plant reactor development and laid the basis 
for large-scale prototype development and demonstration. 

During this period, 1953-54, proposals to amend the Atomic 
Energy Act to permit greater private participation in the program 
rimarily by means of eee ownership of reactor facilities under 
icense and the lease of materials were considered. The resulting 
Atomic Energy Act of 1954 provided the basis for such increased 
private participation in the program. However, the act of 1954 


recognized that continued Government support of the program would 
be necessary. 


COMMITTEE REVIEW OF REACTOR PROGRAMS 


As indicated in the preceding section, the Joint Committee has been 
interested in the reactor development program of the Commission from 
the outset. Thus, in its 1949 report, the committee said: 


* * * it believes that reactor development should proceed 
with all possible speed, and disappointment therefore follows 
from reflection that, in 2% years, the Commission has not 
broken ground on a single new-type high-power reactor. 


In its 1951 report the committee, while more optimistic concerning 
progress in the reactor program, stated: 


The committee also renews its 1949 recommendation, parti- 
cularly as regards thorium breeders and plutonium produc- 
tion reactors of the future, that ‘reactor development * * * 
proceed with all possible speed.” 


The committee’s action in advancing the reactor development 
program in 1953-54 has already been referred to. 

Since the enactment of the Atomic Energy Act in 1954, the Joint 
Committee has paid particular consideration to the status of the 
civilian atomic energy program. This review was facilitated by sec- 
tion 202 of the 1954 act which provides as follows: 


During the first 60 days of each session of the Congress, the 
Joint Committee shall conduct hearings in either open or ex- 
ecutive session for the purpose of receiving information con- 
cerning the development, growth, and state of the atomic 
energy industry. 


During the 1st session of the 84th Congress, these statutory hear- 
ings were conducted and a full report received from the Atomic 
Energy Commission and industrial participants. In addition the 
Joint Committee or one of its subcommittees has had some phase of 
the Latter program under study continuously during this 2-year 
period. 

From the late spring of 1955, until January of 1956, the panel on 
the impact of the peaceful uses of atomic energy—a special citizens 

anel appointed by the committee—studied the peacetime program. 

e panel ! reported to the committee in January 1956. 

In August of 1955, members of the Joint Committee were observers 
at the International Conference on the Peaceful Uses of Atomic 


Seat etna, Ghatrem, nest |B. Benech, Gecege . Breve, Sathartend O. Dows, Jobe B. 
Dunning, Frank M. Folsom, T. eth Glentian: Samual Be orris, Walter P. Reuther. 
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Energy at Geneva, Switzerland, and had an opportunity to observe 
developments of other nations in the world. 

During the 2d session of the 84th Congress, in February and March 
1956, the committee conducted statutory hearings on the development, 
growth, and state of the atomic energy industry, and in addition heard 
comments from the Commission and industrial witnesses on the 
report of the McKinney panel. 


COMMITTEE CONSIDERATION OF PROPOSALS TO ACCELERATE ATOMIC 
POWER PROGRAM 


Since the enactment of the Atomic Energy Act of 1954, the Com- 
mission has relied primarily upon private, cooperative, and publicly 
owned utilities and industrial concerns to sponsor the prototype 
development and demonstration of the practical utilization of atomic 
energy for the production of electrical energy. The position of the 
Commission as stated in a letter to the Joint Committee on Atomic 
Energy, dated May 18, 1956, was as follows: 


The Commission takes the view that while it must take 
the lead and carry most of the burden of developing nuclear 
power reactor technology, industry should take the initiative 
and assume the major responsibility for full-scale prototype 
reactors. Some Government financial and technical support, 
may, of course, be needed, but the direction and level of this 
support should remain flexible to meet the needs of particular 
situations and stages of development. 


The scope and extent of industrial response to this policy has 
been the subject of considerable discussion, and as a result there 
have been proposals to accelerate the Commission’s atomic power 
programs. The subject was first examined in the McKinney Mc 
study. In July 1955, S. 2725 was introduced by Senator Albert 
Gore, which would provide for 6 large-scale nuclear reactors situated 
in 6 geographical regions of the United States. Ina statement during 
the Commission’s section 202 hearings in February 1956, AEC Com- 
missioner Thomas E. Murray made a proposal for construction of 
both domestic and foreign reactors to produce 2 million kilowatts of 
electricity by 1960. 

In its program to encourage private industry participation, the 
Commission has to date authorized 8 prototype projects: 1 Govern- 
ment-directed project at Shippingport, Pa.; 3 under the first-round 
demonstration program; 2 under the second-round demonstration 
program; and 2 by construction permit under the licensing provisions 
of the 1954 act. Total estimated installed capacity by 1960 
under these projects, as described by the Commission, would amount 
to approximately 721,000 kilowatts and total estimated plant cost 
(part Government, and part private) would amount under AEC 
estimates to approximately $261,309,000, as shown on chart I 
which follows. As for the projects planned but not yet authorized, 


the Commission submitted charts during the hearings which referred 
to an additional 5 small-scale projects and one large-scale project 
planned, with an additional estimated installed capacity of 228,000 

kilowatts by 1962, at a cost not yet estimated, making a total estimated 

ries of 949,000 kilowatts planned by 1962, under these AEC 
gures. 
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The Joint Committee scheduled hearings in May of 1956 on pro- 
s to accelerate the atomic energy program, including S. 2725 
introduced by Senator Gore. These hearings immediately followed 
hearings on legislation to encourage ped pkies development of atomic 
energy by providing for Government indemnity to supplement private 
insurance against reactor hazards. Other possible roadblocks to 
private atomic energy development were considered. As a result, 
the Joint Committee on Atomic Energy reported out S. 4112 providing 
for a Government indemnity program. The committee is also 
considering S. 2643, which would permit industrial companies to 
perGnnene in atomic ead groupe on severe projects without 
eing subject to the Public Utility Holding Company Act. 

The hearings on H. R. 10805 and S. 2725, which lasted for 5 full 
days, gave the committee an opportunity to consider all points of view 
as to whether the atomic power program should be accelerated. 
There were 545 pages of hearings, 44 witnesses testified, and 23 state- 
ments were submitted for the record. In addition, some 40 responses 
from potential contractors for reactor prototypes were received. 

After the hearings, the Joint Committee met in several formal and 
informal sessions to consider successive drafts of legislation to accom- 
plish the committee’s objectives. When the draft legislation was 
sufficiently advanced, the Atomic Energy Commission was invited to 
appear on June 25 to offer comments. A later session on a further 
revised committee draft was held on June 28, which is being printed 
as a committee hearing. On June 29, the Joint Committee reported 
the committee draft favorably. 

In its deliberations, the committee has been concerned, among 
other things, with four main questions: 

(1) Is the design and construction of large-scale prototype demon- 
stration reactors necessary or desirable (a) for the advancement of 
atomic power technology? (6) for maintaining world leadership in 
atomic power development? 


(2) at is the status of the current AEC demonstration program 
and licensee projects? 


(3) Are there additional reactor types or concepts which should be 
developed through the prototype stage? 

(4) Are there means available by which additional reactor projects 
could be constructed as a part of an acceleration program? 


I. (a) Are large-scale prototypes necessary for the advancement of atomic 
power technology? 

It was the general concensus of all witnesses, and of the committee, 
that the design and construction of large-scale demonstration proto- 
types is necessary for the advancement of atomic-power technology. 

his view was stated by the Atomic Energy Commission in its letter 


of May 18, 1956 setting forth its position on H. R. 10805 and S. 2725, 
as follows: 


As a general proposition, the Commission recognizes that 
construction of full-scale prototype nuclear powerplants is a 
necessary and vitally important step in the development of 
economically competitive nuclear power. It also recognizes 
that the construction and operation of such prototypes must 
be subsidized by Government or industry or both inasmuch as 


such plants are not likely, at this stage of the art, to be 
economical, 
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This view was also taken by the committee’s technical consultant, 
Dr. W. H. Zinn (see ——- I) and by Dr. Henry D. Smyth, former 
AEC Commissioner, in his testimony. In this connection, Dr. Smyth 
stated as follows: 


I see no way of assuring an adequate and well-rounded 
~ program of reactor hha eh and construction without 
Government asters t e Atomic Energy Commission 
should be ready to build promising types of reactors that for 
one reason or another do not attract private capital. The 
Commission must not only conduct research and build re- 
actors of experimental size, but it must also build full-scale 
power-producing reactors when necessary to fill gaps in the 
national program. 


The various witnesses recommending an accelerated program empha- 
sized the need for prototype experience. Witnesses from industry 
conceded the need for prototype experience. 


(b) Are prototype plants necessary to maintain world leadership in 
atomic-power technology? 

During the hearings it was brought out that although the United 
States has the lead in atomic-power technology, the United Kingdom 
and Soviet Russia are making great strides in achieving actual operat- 
ing experience with prototype and commercial atomic powerplants. 

hus, in England the first full-scale commercial production of 
electric power from dual-purpose plants is scheduled to begin in 
October 1956. The second reactor in this first phase will be completed 
in 1957-58. Construction will begin in late 1960 or 1961 on the second 
phase in the British nuclear-power program, which will be aimed 
primarily at electric power production, with 2 million kilowatts 
planned by 1965, at an estimated total cost to the Government of 
$600 to $700 million. 

The Soviet Union has a more ambitious program, both in terms of 
variety of reactor concept and total number of plants and kilowatts 

roduced. According to the statement of the Soviet spokesman, 
Dr. Ivan V. Kurchatov, and other Soviet announcements, the Russians 
expect to have between 2 million kilowatts and 2,500,000 kilowatts 
by 1960, with considerable capacity coming into operation in late 1958. 
The reactor concepts being developed, according to Dr. Kurchatov, 
include the following: 

1. “Water-moderated and cooled thermal and epithermal 200,000 
kilowatt reactors’’; 

2. “Graphite-moderated steam and water-cooled reactors” of the 
type used at the existing 5,000 kilowatt U.S. S. R. station; 

3. “A heterogeneous heavy water-moderated and gas-cooled re- 
actor”; 

4. “A unit with a water-moderated thermal reactor and a turbine 
operated by slightly radioactive steam fed directly from the re- 
actor’; 

5. “A homogeneous heavy water-moderated thermal-breeder re- 
actor, with the U**-TH™ cycle”; 

6. “A thermal graphite-moderated and sodium-cooled reactor”; 

7. “A fast sodium-cooled breeder reactor with the P,*°-U** cycle.” 
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Based on Soviet achievements in other aspects of atomic energy 
development, and in other technological fields, there is no reason to 
believe the Russians cannot achieve their goal provided they give it 
top priority. 

uring the hearings no witnesses advocated that the United States 
expand and accelerate its atomic power program merely to compete 
with foreign countries in quantitative kilowatt-power production. 
A number of witnesses, however, indicated that in order to maintain 
world leadership in atomic power technology, it is necessary to obtain 
practical experience in developing, constructing, and operating large- 
scale power reactors of a number of different types. 

Several industrial representatives, while stating that the achieve- 
ment of economic power in this country requires no greater effort, 
indicated that such an effort may be justified in order to maintain 
United States leadership. 

The committee concluded that the maintenance of United States 
world leadership does require the development, construction, and 
operation of a variety of large-scale prototype atomic powerplants. 

Since it is conceded that prototype demonstration plants are neces- 
sary, the next question is whether under present plans and programs 
such experience will be provided. 


II. The status of the current AEC demonstration program and licensee 
projects 

The status of AEC demonstration programs and licensee projects 
was discussed extensively during the hearings, and varying appraisals 
were given as to the alleged progress or lag in the programs and proj- 
ects. A listing of the projects and the status of their development 
was summarized by the AEC Director of Reactor Development in the 
current hearings as follows: 


At the present time no concepts have reached the com- 
mercial phase and only one prototype reactor—the pres- 
surized water reactor at Shippingport, Pa.—is actually under 
construction. Plans are reasonably firm for 7 other pro- 
totype reactors, including 5 large-scale: Yankee Atomic 
Electric, Consolidated Edison, Commonwealth Edison, Con- 
sumers Public Power District of Nebraska, and Power 
Reactor Development Co.; and 2 small-scale: Rural Co- 
operative Power Associates of Elk River and Wolverine 
Rural Cooperative. ‘These plants should be completed by 
1960 or 1961 if the plans go into effect. 


During the hearings the AEC Chairman Ap aes greater optimism 
as to the success of the programs, and the Director of Reactor De- 
velopment indicated that he expected the proposed schedules to be 


et. 
Chart I following summarizes the salient features of the current 
prototype reactor projects. More details are contained in the hearings. 
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Cuart I 
Prototype power reactor plants proposed 




















Estt- 
icsi | Estimates | mated 
Program and company Location Type kilo- | plant cost omer. 
watts date 
A. First-round demonstration pro- 
gram: 
1, Yankee Atomic Electric | Rowe, Mass........ PWR '........ 134, 000 | $34, 500, 000 | 1959-60 
roup. 
2. Consumers Public Power | Helum, Nebr..... Sodium 75, 000 | 24,300,000 | 1959 
District. graphite. 
3. Detroit Edison Group.....! Monroe, Mich....| Fast er..| 100,000 | 45,000,000 | 1060 
B. Second-round demonstration 
program: % 
1. Wolverine Electric Coop- | Hersey, Mich..... Aqueous 10,000 | 3,574,000; 1960 
erative. homoge- 
neous. 
2. Rural Cooperative Power | Elk River, Minn..; Boiling water.| 22,000) 6,185,000 | 1960 
Association. 
C. License program: 
1. Consolidated Edison Co_-_} Indian Point, PWR 1*........| 140,000 | 55,000,000 | 1960 
2. Commonwealth Edison Dresden, Ml__..... Boiling water.| 180,000 | 45,000,000 | 1960 
roup. 
D. Governmant tienes program: 
1. ee Shippingport, Pa.| PWR #........| 60,000 |°47,750,000 | 1957 
ght Co. 
TUR. ctiniscimsinanininkin ttcaddccdmaentit inet dukthes 721, 000 |261, 309, 000 











1 PWR means “Pressurized Water Reactor.” 


2 5 other proposals under second round demonstration program submitted but not yet approved by AEC 
as basis for negotiation. 


4 Of this amount, all but $15,000,000 to be furnished by the Government. 


Without in any way disparaging the efforts of the private groups, 
the committee is inclined to the view that in order to protect stock- 
holders’ investments, these groups must go about the program in a 
cautious manner. ‘This view was well stated by Dr. Smyth as follows: 


Private industry must necessarily be concerned with im- 
mediate costs as well as with ultimate development. When 
a novel type of reactor is chosen and announced by private 
industry, there may be a temptation to minimize risk by a 
long period of preliminary research. It seems to me inevi- 
table that as more and more reactors are built for the pro- 
duction of power by private utility systems, the tendency 
will be to build types of reactors already tested in practice, 
if such types give power at costs comparable with the aver- 
age power costs of the systems. You will note that in the 
proposals already before the Commission there is a pre- 
ponderance of pressurized, light water reactors. I believe 


that most experts would say that such reactors are not the 
reactors of the future. 


The committee has concluded that assuming that the private groups 
achieve their goals and schedules, the current program should be 
expanded and accelerated. It is noted that the private investment 
in the neighborhood of $300 million over a 5-year period is less than 
1.6 percent of the total capital outlay of $18 billion for conventional 
electric-power facilities for the same 5-year period. Viewed in this 
light a further Government investment of an equal amount in research 
and demonstration would not appear to be out of line. Any further 
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Government investment in such an accelerated program must be 


based on the need for additional reactor concepts to be constructed, 
as discussed in the next section. 


III. Are there additional reactor types or concepts which should be 
developed and demonstrated through the prototype stage? 


The committee considered at great length the question of whether 
there were additional reactor types or concepts which should be 
developed and constructed if the program were to be expanded and 
accelerated. In this consideration the committee was greatly assisted 
by its technical consultant, Dr. W. H. Zinn. 

Without limiting the range of reactor types to be considered, the 
committee is of the opinion that the following types should be par- 


ticularly considered for prototype development and construction 
under an accelerated program: 


1. Gas-cooled reactors. 


2. Hanford-type reactor (graphite moderated, ordinary water- 
cooled). 


3. Heavy water (D,O) reactors. 
4. Aqueous homogeneous reactors. 
5. Liquid-metal cooled thermal reactors. 
These types of reactors are described at greater length, together 
with a listing of their advantages and disadvantages, in a statement 
prepared by Dr. Zinn and attached as appendix 1. 


IV. Are there means and methods available for accelerating the atomic 
power program? 

Testimony before the committee indicates that the method of 
administration of its power demonstration program leaves the choice 
of reactor concept, and the direction, scheduling, and expediting of the 
project almost wholly with the private, cooperative, or publicly owned 
utility sponsoring the project. The schedules for the design and 
construction of these projects allow for 5 or more years to completion. 

In testifying before the committee, the Commission indicated that 
where a private, cooperative, or public power group did not make a 
proposal on a reactor concept deemed desirable by the Commission, 
after full advertising and consideration of iniccabin 3S the Commission 
itself would undertake such a Preece, presumably by contract. 


Chart II, following, sets forth the status of arrangements under the 
power demonstration program. 


Cuart II 


Curono.tocy or AEC Power Demonstration Reactor PRoGRAM 


I. First round 


Announced January 10, 1955. 
Proposals to be submitted by April 1, 1955. 
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Consumers Public 
Yankee Atomic Power District | Detroit Edison 
‘wae Tae 5 of sepreens; Group; pees 
Event kilowatts * ite, 75,000 kilo | kilowatts. 
watts 
q@) (2) @) 
A. Proposal submitted _..._.............-.- By Apr. 1, 1955...| By Apr. 1, 1955...| By Apr. 1, 1955. 
B. Revised proposal submitted. ............ Aug. 26, 1955. . Aue 26, 1955_. 
Cc, Appeeres by AEC as basis for negotia- Feb. 9, 1956... Oct. 24, 1055... June 26, 1955, 
n. 
D. Date of contract......................... Stans 6, MOND oil occcbetidacocee’ 











II. Second round 


Announced September 21, 1955. 

Proposals to be submitted by February 1, 1956. 

A. Proposals submitted: 

(1) Rural Co-op Power Association, Elk River, Minn. (BWR 
22,000 kilowatts). 

(2) Wolverine Electric Co-op, Hersey, Mich. (aqueous 
homogeneous, 10,000 kilowatts). 

(3) Chugach Electric Association, Anchorage, Alaska, and 
Nuclear Development Corporation of America (sodium cooled, 
heavy water, 10,000 kilowatts). 

(4) City of Holyoke Gas & Electric Department, Holyoke, 
Mass. (gas-cooled, 15,000 kilowatts). 

(5) City of Orlando, Fla. (liquid metal fuel, 25,000—40,000 
kilowatts). 

(6) City of Piqua, Ohio (organic moderated, 12,500 kilowatts). 

(7) University of Florida, Gainesville, Fla. (PWR, 2,000 
kilowatts). 

B. Proposals approved by AEC as a basis for negotiation: 

(1) Rural Co-op Power Association, Elk River, Minn. April 
19, 1956. 

(2) Wolverine Electric Co-op, Hersey, Mich. April 19, 1956. 

C. No contracts to date. 

It was brought out in the hearings that the Commission has con- 
structed large-scale reactor projects on a fast schedule under cost-type 
contracts with industrial firms. Thus the Savannah River reactors 
were built and put in operation in 3% years from date of authorization. 
‘The first full-scale power reactor at Shippingport is being constructed 
on a 4-year schedule. 

‘The committee has noted that a number of qualified contractors 
with experience in the atomic-energy field have indicated a readiness 
to undertake responsibility for a prototype demonstration project. 

The committee concludes that the acceleration program authorized 
by S. 4146 should be undertaken by the Commission under its regular 
cost-type contractual arrangements with qualified industrial com- 
panies, equipment manufactureres, or general contractors. Under 
such arrangements the Commission would be responsible for the 
overall direction, scheduling and review of performance, with the 
contractor responsible for getting the job done on a fast schedule. 
In general, it would be expected that the projects would be adminis- 
tered in the manner described for development and production con- 
tracts in the Ninth Semiannual Report of the AEC, and which have 
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been so successful in large-scale reactor development and production 
projects. ; Beye 

It is hoped that in making its arrangements for such projects, 
particularly the smaller projects, the Commission will utilize small 
and medium-sized contractors either in prime or subcontractor relation- 


ships. 

Te: should be understood that this program is entirely supplementary 
to, and is in no way intended to curtail, the existing programs and 
projects of the Commission. On the contrary it is believed that the 
prototypes developed and constructed should prove of great benefit 
to the current AEC programs and to the private, cooperative, and 
publicly owned utilities and equipment companies who are interested 
in obtaining practical working experience with prototype reactors. 


SECTION BY SECTION ANALYSIS 


Section 241 (a) sets forth the purposes of the bill as follows: To 
encourage the continued development of atomic power technology by 
the construction of additional prototype demonstration reactors; to 
achieve economic atomic power as rapidly as practicable; and to ad- 
vance the spirit of the International Atomic Energy Agency, and the 
atoms-for-peace plan. 

Section 241 (a) declares it to be the policy of the United States to 
accelerate the civilian atomic-energy program and assure our world 
leadership in the atomic-power field by the construction of additional 
demonstration prototype reactors at the maximum rate consistent 
with the state of the development of the art. 

Section 241 (b) provides that the program is to be carried out under 
the provisions of section 31 of the 1954 act which directs the Com- 
mission to exercise its powers to insure the continued conduct of re- 
search and development activity in the peacetime uses of atomic 
energy. Section 31 which deals with research and development is to 
be contrasted with the licensing sections of the act (secs. 103 and 104) 
which provide for licensing of activities to be undertaken and directed 
by persons other than the Commission, This subsection makes clear 
that the accelerated program is supplementary to other AEC pro- 
grams, such as the power-demonstration program, and pilot-plant 
reactor program. It is the intent of the committee that the programs 
be administered in such a manner as not to divert funds from one 
program to the other, and that the administrative methods remain 
separate and distinct. 

Section 242 (a) (1) of the bill authorizes and directs the Commission 
to proceed with the construction under contract of large-scale power 
reactor prototype demonstration facilities. The actual design, con- 
struction, and manufacturing of the prototypes would be done under 
contract. to the Atomic Energy Commission as described in the pre- 
ceding discussion. The reactors would be of a size presently under 
consideration for plants designed to generate electric energy in indus- 
trial and commercial quantities. 

Section 242 (a) (2) provides that the selection of the design for any 
particular reactor shall be made on the basis of a determination by 


the Commission that the development, construction, and operation 
of the facility offers promise of making a contribution to the advance 
of the art and technology of the large-scale production of atomic 
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ag in the form of electricity in commercial or industrial quantities, 
e committee is of the opinion that supplementary criteria for 
consideration by the Commission in the selection of specific designs 
should include, but not be limited to, the following: 

(a) Reactor designs which do not duplicate specific designs for 
large-scale reactors for which construction permits have been 
issued to private, cooperative, or publicly owned groups; 

(6) Reactor concepts, particularly concepts utilizing high tem- 
peratures, for which it is determined that practical power reactor 
experience in the United States is desirable; and 

(c) Reactor concepts which represent a variation on existin 
reactor technology developed for the production of sandal 
nuclear material. 

The committee is of the opinion that specific designs meeting the 
above criteria could be found under the five reactor concepts Fisted 
in part III and in appendix 1. It should be clear, however, that the 
Commission is not restricted to these supplementary criteria or 
reactor concepts. 

The large-scale power reactor demonstration facilities authorized in 
this section (subsec. 242a (3)) are to be constructed at the sites of 
major production facilities operated by or on behalf of the Atomic 
Energy Commission and the electric energy generated is to be used 
by the Commission in connection with the operation of such facilities. 
This provision recognizes that each of the major production facilities 
of the Commission are users of large quantities of electric power 
presently obtained under contract from private companies and 
publicly owned suppliers. 

Section 242 (b) directs the Commission to proceed with the devel- 
opment of smaller scale reactors designed for the advancement of 
reactor technology. It is contemplated under this section that the 
demonstration prototypes will be of the minimal size necessary to 
demonstrate the principle involved and would normally have a 
capacity of from 10,000 to 20,000 kilowatts, and in any event not to 
exceed 50,000 kilowatts capacity. They would utilize novel concepts 
and would be constructed under contract with private industry. 
These facilities are expected to be located at AEC production, testing, 
and laboratory sites, with the power absorbed at those sites. 

In the event it becomes necessary due to the production of significant 
quantities of electricity either of an intermittent or firm nature by the 
reactors provided for in sections 242a and 242b of this bill, it is recog- 
nized that the Commission may enter into negotiations to make 
necessary adjustments in erties contracts. While this bill does not 
contemplate commercial sales of electric power by the Commission, 
it is understood that the Commission may, in negotiations with its 
suppliers of electric power, provide for the interchange of its own 
reactor generated power into the transmission systems of the suppliers 
if such be necessary in the best interests of the Government. 

Section 242 (c) gives the Atomic Energy Commission the responsi- 
bility for conducting a vigorous program of international atomic 
energy cooperation and assistance in the design, construction, and 
operation of power reactors. 

Section 242 (d) authorizes the Commission to construct, own, and 
operate supporting facilities necessary for the projects initiated in this 
bill. This authorization recognizes that reactor facilities require fuel 
processing and reprocessing plants as well as other supporting facilities. 
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Section 242 (e) maquiaes the Commission to report to the Joint Com- 
mittee on Atomic Energy quarterly, beginning January 1, 1957, on 
the progress of this acceleration pro ‘ 

Section 242 (e) also carries the authorization required by section 261 
of the Atomic Energy Act of 1954 under which the acquisition, con- 
struction, or expansion of any plant or facility must be authorized 
by Congress. In this regard, $400 million is authorized for appropria- 
tion to finance this program over a 5-year period. This figure is a 
general overall estimate, and is subject to refinement as engineering 
estimates are developed on particular projects. 


Appenpix I 
STATEMENT Preparep By Dr. W. H. Zinn, June 23, 1956 


REACTOR TYPES 


There is no generally accepted definition of what is meant by 
“reactor type.’? Sometimes reactor type refers to the particular 
moderator which is used, sometimes it refers to the average velocity 
of the neutrons which promote the nuclear reaction, and sometimes 
it refers to the coolant which is used. Because nuclear reactors may 
be designed with and constructed from quite a number of basic ma- 
terials, variety of type regardless of definition is quite large. In the 
paragraphs which follow, no attempt is made to establish a systematic 
classification of reactors nor is any attempt made to evolve a concrete 
definition for the phrase “reactor type.” Instead, the more likely 
coolants and moderators are discussed in combinations for which 
the reactor literature shows there has been at least some design work. 
The discussion is confined to reactors in which sufficient moderator 
is used to bring the neutron speed to a value which is in equilibrium 
with the moderator. These are so-called thermal neutron reactors. 

As has been indicated, nuclear reactors may be designed and con- 
structed from many basic materials. For example, in considering the 
thermal reactor concept, the moderators light water, i. e., ordinary 
water, heavy water, graphite, and beryllium are possible. Both 
forms of water, at least 6 gases, and 3 metals are available as coolants. 
With considerable development, other fluids such as oil may become 
practical as coolants. When consideration is given to the fuel materials 
and the manner in which they may be conditioned for use, a wide 
variety of reactor designs may be evolved. The worldwide experience 
to date does not indicate that any particular type or any particular 
design is the best. It is not expected that the reactor types havin: 
superior performance for power generation can be identified until muc 
more operating experience is available. The generation of electrical 
power places demands on the powerplant for continuity of operation 
which is expected of few other enterprises. Until the performance of 
nuclear powerplants as part of the day-by-day operation of power 
networks has been demonstrated, any advantage or disadvantage with 
respect to continuity of operation only can be estimated. It is this 
experience which will give each type the severest test. Technologists 
who have had experience with nuclear reactors not for power but for 
other purposes are generally very optimistic that the nuclear reactor 
will turn out to be a reliable and steady source of energy. This 


N LIDAARICO 


. 


aA 


DRAWERS Ur Wivn) 








are tet rer Feet s PK BEITALTVIFAL ART PT roma rires 





14 CIVILIAN ATOMIC POWER ACCELERATION PROGRAM 


optimism must be realized in fact because nuclear powerplants with 
their higher capital costs must be base load plants and, therefore, must 
provide a very high percentage of on-the-line time. 

Nuclear reactors of certain types, which ultimately might produce 
machines of superior performance in a power network, might never 
come into existence simply because they were not tried cut ona 
substantial scale sufficiently early in the nuclear power development 

rogram. Since it will take actual commercial experience, and on a 
airly large scale, to demonstrate the real usefulness of a power 
reactor, a machine which is very late in arriving at that stage of test 
may find the going very tough in the face of competing machines, 
which may be technologically poorer but which happen to have the 
benefit of large-scale use. Therefore, if it is desirable or necessary 
now to expand the power reactor development program in a manner 
which expands the number of reactor types under test, it is clear that 
this program should include types not yet programed for tests on a 
large scale. 

No one reactor type contains all of the potentially important 
features of reactor design. Some of the more important features of 
reactor design which are worth while putting to test by power reactor 
construction are the following: 

1. High temperature coolants, especially those requiring low 
pressure systems. 

2. Moderators and coolants giving the maximum neutron 
economy and allowing use of natural uranium fuel. 

3. Systems which offer major simplification of the fuel fabrica- 
tion and process cycle. 

4. Systems which exploit the experience gained in the special 
nuclear materials production program. 

The following sections contain Saasetialenn: along with advantages 
and disadvantages, of some reactor types which could be given added 
emphasis in an expanding development program for power reactors. 


1. Gas-cooled reactors 


The title “Gas-cooled reactors” indicates a very generalized type of 
reactor. The more probable moderating materials for such @ reactor 
are the solid moderators—graphite, beryllium oxide, and beryllium 
metal. Moderation is not limited to the solid moderators, for design 
studies have been made using heavy water. The gases which may be 
used as coolants are He, CO., CO, Hy, No, or air. Of these, He and 
CO, are more commonly considered. The construction of gas-cooled 
reactors using solid moderators may be made either using the “tank” 
or the “tube” design. In the tank design of construction, the coolant 
and moderator zones operate under essentially the same pressure 
conditions. The pressure in the reactor is contained by a tank. 
In the tube design of construction, the coolant operating pressure is 
contained within a system of parallel pressure tubes. In this case, 
the moderator may a at a much different pressure. If the liquid 


moderator, D,O, is used, the tube type of construction may be the 
only choice. 

he tank and tube designs represent design and construction prob- 
lems of a different nature. Problems in the tank design frequently 
fall on the pressure vessel manufacturer. Many designs require 
heavy-walled vessels having both size of vessel and size of access 








CIVILIAN ATOMIC POWER ACCELERATION PROGRAM 15 


holes to the fuel which are beyond the manufacturer’s construction 
experience. The tube design problems rest more on the designer to 
cleverly arrange the pressure-containing fuel tubes into cross con- 
nection chambers or plenums on both sides of the moderator section. 

Two choices are available for the method of generation of electrical 
power in a gas-cooled-reactor system. The first choice is to generate 
steam with the hot gases from the reactor and use the steam to drive 
conventional turbogenerator equipment. When it is possible to 
achieve gas temperatures of 1200° F., or preferably higher, it is then 
possible to consider putting the hot reactor gas directly to a gas 
turbine. This temperature limit is set by considerations of the effi- 
ciency of converting the heat energy to electrical energy. As tempera- 
tures increase, the efficiency of the direct gas turbine cycle equals 
that of the steam cycle. 

The advantages of the gas-cooled reactor are: 

(a) It is possible to achieve high temperatures with a moderate 
coolant pressure. 

(b) Most of the gases considered are quite good from the stand- 
point of low neutron absorption and chemical inertness. Among 
the gases, helium is quite outstanding for low neutron absorption 
and is completely inert from a chemical standpoint. Also, 
among the gas coolants, helium has good heat transfer character- 
istics. 

(c) The choice of materials of construction for many portions 
of the gas-cooled-reactor system is broad due to the chemical 
inertness of the coolants. 

The gas-cooled reactors have the following disadvantages: 

(a) Gases, in general, are poor heat-transfer media. The heat 
capacity of gases is low. This can have a major influence on the 
design when considering provisions for accommodating for loss 
of coolant. 

(b) Due to the poor heat-removal characteristics of gas coolant, 
fuel cannot be worked as hard as can be achieved in liquid-cooled 
systems, 

(c) At the present time, a gas-cooled reactor in large sizes 
(over 100 electrical megawatts) probably can use only the steam 
turbine cycle, since gas turbines have a size limitation. A means 
of overcoming this current size limitation is to operate the gas 
system at very high pressures (1,000 p. s.i.). The high-pressure 
system destroys one of the major advantages of using gas. 

(d) The construction of a gas system using a liquid moderator 
is especially difficult for the moderator must be both physically 
and thermally separated from the coolant. 


2. Hanford-type reactors 


The ee reactor is really a rather specific design of a 
hite-moderated reactor. This design or type is considered mainly 
use of the large-scale construction and operating experience of 

these reactors. The reactor is water-cooled. The “tube” design is 
used. In a Hanford-type power reactor, the primary cooling water 
would transfer the heat picked up in the reactor to boiling water con- 
tained in a secondary system. The steam formed in the secondary 
system would, in turn, be fed to turbogenerators. It is possible to 
adapt the Hanford design to take advantage of the boiling water 
reactor studies now underway. The reactor heat in this case would 
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be removed in the form of steam, and this steam could be fed directly 
to the turbines. 
The advantages of the Hanford-type reactor are— 

(a) This reactor has, by far, the largest amount of design, 
engineering and ps haieiy, 3 experience of any reactor type in ex- 
istence. ‘The operating characteristics of the current production 
models may not be markedly different from those of a power 
reactor. 

The disadvantages of the Hanford-type reactor are: 

(a) As with most water-cooled reactor systems, the fuel a 
lem is large. Water is quite corrosive to most forms of fuel. 

(6) In a nonboiling version of a Hanford reactor, a high-pres- 
sure coolant system is required to suppress boiling within the 
reactor. Operating pressures of at least 1,000 p.s.i. are required 
in the primary cooling system if a reasonable overall cycle effi- 
ciency is to be achieved. 

(c) This “oo of reactor appears to be worthwhile only in very 
large sizes. This is a disadvantage only if a reactor type must 
be developed for a very wide range of power outputs. 


8. DO reactors 


The heavy water reactor is again a generalized type of reactor. 
When the name is used to describe a type, its meaning is that the 
heavy water is used as a moderator. any designs use heavy water 
as the coolant, however this is not a necessary feature for designs have 
been prepared in which a gas, light water, or a liquid metal have been 
used. The Canadian NRX reactor is a D,O-moderated, H,O-cooled 
machine. If H,O is used as the coolant, the reactor heat may be 
absorbed either in the liquid water or in formation of steam within 
the reactor. ‘‘Tank” or “tube” design constructions are possible 
among the various designs. When both moderator and coolant are 
heavy water, either design may be used. The “tube” type construc- 
tion must be used for all other coolants, 

The advantages of the heavy-water reactor are— 

(a) This reactor has the best neutron economy of any of the 
reactors. With such a system, it is possible to use natural 
uranium as fuel and irradiate this fuel to quite high burnup. 

(6) The production reactors at the Savannah River site repre- 
sent large-scale experience in design, engineering, construction, 
and operation of large, heavy-water systems. 

(c) The D,O-moderated reactors have an advantage over other 
thermal reactors in the matter of ease of control. The average 
time between successive generations of neutrons is longer in a 
heavy-water reactor than in other types; consequently, the 
allowable time to bring a reactor under control is also longer. 

The disadvantages of the heavy-water reactor are— 

(a) Heavy water is quite costly, which is an economic penalty 
not only because of the basic cost of the material but possibly 
because of the added construction cost due to the high degree 
of leakproof construction required. 

(b) The coolant system is under relatively high pressures in 
comparison with liquid metal systems or even some of the gas 
reactors proposed. 

(c) The ‘tank’ design for the large, heavy-water reactors using 
natural uranium fuel requires a very large pressure vessel. The 
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size required is beyond the construction experience of manu- 
facturers. 


4. Aqueous homogeneous reactors 


This is a somewhat generalized type of reactor. The large size 
reactors will have the fuel in a heavy-water solution or suspension. 
In a single. region reactor, a large spherical pressure vessel forms the 
reactor and the fuel fluid is pumped through. The heat of the 
nuclear reaction which takes place in this spherical vessel is removed 
in boilers located reasonably close to the reactor vessel. ‘The steam, 
in turn, goes to the turbogenerators. 

A second type of reactor is the two-region reactor. This uses two 
concentric spherical vessels. A highly enriched fuel solution is 
peepee through the inner vessel and a solution or gy Serene of a 
ertile material is pumped through the annular space between the 
vessels. The heat from the nuclear reactions in these 2 streams is 
removed in the same fashion as in the 1-region reactor. 

The advantage of the aqueous homogeneous reactors is— 

(a) The handling of fuel is potentially simpler than in hetero- 
geneous (solid-fueled) reactors. Fuel fabrication is essentially 
eliminated. Since the fuel is in fluid form, reactor shutdowns 
are not required for discharging irradiated fuel and charging 
fresh fuel. And, finally, the fluid fuel form may simplify the 
processing of irradiated fuels. 

The disadvantages of the aqueous homogeneous reactor are: 

(a) The fuel solutions used are quite corrosive so that the 
choice of materials for construction is limited. The problem can 
be somewhat alleviated by using fuel solutions having a low 
concentration of salts in solution. Because of the corrosive 
nature of the fuel, the homogeneous reactor requires extensive 
operating experience to prove its long-term reliability. 

(6) Due to the corrosive and highly active characteristics of 
the fuel solution, the highest integrity is demanded of the equip- 
ment. 

(c) The portion of the coolant circuit external to the reactor is 
highly radioactive and must be heavily shielded. 


§. Liquid metal-cooled thermal reactors 


The liquid metal-cooled reactors represent another of the general- 
ized reactor types. The more probable moderators are the solid 
varieties, i. e., graphite, beryllium, and beryllium oxide. However, 
heavy water as a moderator has been proposed both in this country 
and in foreign countries. The metals which may be used as coolants 
are sodium, sodium-potassium alloy, bismuth, and lead. The sodium- 

tassium alloy and lead are not as commonly considered; the former 
Scbatibe of poor nuclear eines and the latter because of its rela- 
tively high melting point. th the ‘‘tank” and the “tube” designs 
are possible when using liquid metal coolants. The tank design is 
being used for the current design and construction of the graphite- 
moderated, sodium-cooled reactor. This basic design is also pro- 
posed for the ae metal, homogeneous reactor. A “tube” design 
would be probable by adapting the Hanford reactor to use sodium as 


the coolant. Many varieties of fuel may be used in these reactors. 
The varieties range from the solid forms to the solution forms used for 
the liquid metal homogeneous. 
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In most liquid metal-cooled proposals, the primary coolant, which 
is highly radioactive, transfers its heat to a secondary liquid metal 
system. The heat absorbed in the secondary system is transferred to 
steam in a system consisting of water preheaters, boilers, and super- 
heaters. The steam would be sent to conventional turbogenerators. 

The advantages which may be found among the wide variety of 
liquid metal-cooled reactors are— 

(2) High temperatures may be obtained with a very minimum 
pressure in the reactor cooling system. These high temperatures 
are capable of generating steam having characteristics comparable 
to those existing in the modern fossil-fuel generating plants. 

(6) Liquid metals are excellent heat-transfer media. Sodium 
is particularly good and is a low-cost material in adequate supply. 

(c) The liquid metal homogeneous reactors have the same fuel 
cycle advantages which exist for the aqueous homogeneous. 

The disadvantages of the liquid metal systems are— 

(a) The primary coolants become quite radioactive so that the 
pubes of the cooling system external to the reactor must be 

eavily shielded. 

(6) Commercially available graphite may be poisoned and 
may react chemically with some of the coolants at high tempera- 
ture levels. Consequently, the graphite may require special 
protection. 

(c) Bismuth, at present, is not in large supply. Unless new 
supplies were made available only a limited amount of reactor 
power could be generated using this coolant. 

(d) The liquid metal homogeneous reactors are the most un- 
developed of all types discussed and need a great deal of research 
in materials of construction and require operating experience to 
prove their reliability. 


Economics of nuclear power reactors 


Power reactors are not developed to a degree which allows firm 
estimates of the power production costs. Cost estimates for power 
roduced by reactors located at and utilizing fabrication and process 
acilities at a production site have been made. Such studies always 
have included a credit for the byproduct nuclear materials which are 
produced. The cost of power from such an operation is strongly 
dependent upon the sale price assumed for the byproduct materials. 
Since the only customer for the byproduct materials is the Govern- 
ment, the power cost is determined te Government policy with respect 
to the price of byproduct material. Such evaluations therefore are 
not easily applied to a power only operation. 

Since the power reactor industry is not developed, it is unwise to 
issue great claims for the economic advantages of one reactor type 
over another. Rather, at the present time, it is well to assess only 
the potential competitive status of nuclear power. The choice of a 
specific reactor type and design by commercial builders and operators 
will reacens, 4 be based more on which reactor features have the most 
— opment background and operating experience than on any cost 
analysis. 

In current open literature, it is possible to find power reactor cost 
estimates ranging from $225 to $325 per kilowatt of capability in 
plants having net capabilities of 22 to 225 megawatts. Using 12 to 


' Nuclear Engineering Handbook, McGraw-Hill Book Oo. (to be published). 
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15 percent annual fixed charges, as is used in private utilities, and an 
80 percent load factor, these capital costs represent 4 to 7 mills per 
kilowatt-hour. The fuel costs are currently more vague than are the 
capital costs. Fuel element designs, fabricating materials and 
methods, and processing techniques are in a highly developmental 
stage. Estimates! indicate that the fuel cost in large reactors will 
be in the range 2.5 to 5 mills per kilowatt-hour. These are not 
first-round reactors, but reactors built after operating experience has 
been gained on the first-round reactors. 

With probable operating and maintenance costs of 1 to 1.5 mills 

er kilowatt-hour, a total power production cost of 8 to 12 mills. per 
faowatt-hour is not unreasonable to expect from a second round of 
large power reactors. The following table from the McGraw-Hill 


reference ! illustrates the level of confidence which is shown for the 
nuclear power industry. 


Power reactor electrical production costs, mills per kilowatt-hour 





























“Near-future | ‘More distant 
reactors”’ future reactors” 

Fixed eS: 
Cinna tamintincinebebdsracdbeobendssbsaickesbees 4.8 6.4 3.2 
SE SINE chi nctnihh tnt deninieinimeniaanbanindneapeb.ciminnemengenetins 1.0- 2.5 5 
Ee nes SIs SE ccensnncwnctndtovenevisacscosudasscheusén 1.21.7 a 
Fissionable material makeup. ...........-....-2------0---nee-e-o-eneeeee 0 - .4 ~.3 
Operating and maintenance............. 1.0-1.5 5 
i idacnustndijescnunuqnsiendedanectsduatudboidinnmsinniiabittien 8.0-12.5 4.4 





The costs in this table include no element of research and develop- 
ment, nor is escalation considered. The headings ‘‘Near-future” ak 
about 10 years, the “More-distant future” about 25 years. These 
figures may be compared with an average cost of 6 to 7 mills per 
Siewrett bane from current United States private utilities using 
fossil-fueled plants. The very best, large generating stations now 
being built or planned for locations in the heart of the coal region are 
expected to produce power at 3.5 mills per kilowatt-hour.? It is seen 
that the nuclear power industry is expected to become competitive 
with the best. 

To reach the predicted competitive position, advances are required 
in reactor technology, in the fabrication of fuel and separations of 
irradiated fuel into the fission products and residual fertile and 
fissionable material. 

It is very probable that these advances cannot be realized without 
actual commercial experience in operating nuclear powerplants. 


*The Geography of Aluminum Changes Again, Business Week, June 16, 1956, pp. 88-103. 
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AMENDING THE FEDERAL FOOD, DRUG, AND COMESTIC ACT TO 
PROCEDURES GOVERNING THE PRESCRIBING OF 


SIMPLIFY 
REGULATIONS UNDER CERTAIN PROVISIONS OF SUCH ACT 





Juiy 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Priest, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


(To accompany H. R. 9547] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 9547) to amend section 701 of the Federal 
Food, Drug, and Cosmetic Act so as to simplify the procedures 
governing the prescribing of regulations under certain provisions of 
such act, and for other purposes, having considered the same, report 


favorably thereon with an amendment and recommend that the bill 
as amended do pass. 


The amendment is as follows: 
Amend the title so as to read: 


A bill to amend sections 401 and 701 (e) of the Federal 
Food, Drug, and Cosmetic Act so as to simplify the proced- 
ures governing the prescribing of regulations under certain 
provisions of such Act, and for other purposes. 


PURPOSE OF LEGISLATION 


The purpose of the bill is to simplify the procedures followed by the 
Food and Drug Administration in making regulations under certain 
provisions of the Federal Food, Drug, and Cosmetic Act. The bill 
would remove in specified situations, where the proposed regulations 
are not controversial, the mandatory requirement of following formal 
rulemaking procedures. ey 

The legislation would extend the procedural simplification provisions 
of Public Law 335, 83d Congress. Public Law 335 was limited in its 
appneenen to regulations establishing standards of identity, standards 
of quality, or standards of fill of container, for food products. The 
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experience under Public Law 335 has been so gratifying to both 
industry and government that all concerned desire to have this 
simplified procedure apply to all regulatory procedures referred to in 
section 701 of the Federal Food, Drug, and Cosmetic Act. These 
include labeling for special dietary foods, tolerances for necessary and 
unavoidable poisonous and deleterious substances in foods, listing of 
coal-tar colors which may be certified for use in food, drugs, and 
cosmetics, and other provisions calling for rulemaking by the Food and 
Drug Administration, 

The procedural requirements of the present law are unnecessarily 
burdensome. They require formal hearings, whether a proposed 
regulation is controversial or not. This results in useless expenditures 
of time and money by both the Government and the interested in- 
dustry. 

The Subcommittee on Health and Science held hearings on this 
legislation, in the course of which the sponsor of the bill, a representa- 
tive of the Department of Health, Education, and Welfare, and the 
chairman of the legislative committee of the food, drug, and cosmetic 
law section of the New York State Bar Association testified in favor 
of this bill. The committee knows of no opposition to this legislation. 

The reports of the Departments of Health, Education, and Welfare, 
and Justice, and the Executive Office of the President support the 
proposed legislation, and read as follows: 


DeparrMeNnT OF Hearn, 
EpucaATION, AND WELFARE, 
June 6, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CuarrmMan: This is in response to your request of March 
1, 1956, for a report on H. R. 9547, a bill to amend section 701 of the 
Federal Food, Drug, and Cosmetic Act so as to simplify the procedure 
governing the prescribing of regulations under certain provisions of 
such act, and for other purposes. 

This bill would extend the procedural simplification provisions of 
Public Law 335, 83d Congress, 2d session, by removing the require- 
ments of formal rulemaking—public hearing, and establishment of a 
record of testimony and exhibits on which to base a decision—with 
respect to certain regulations in cases where the regulation, or amend- 
ment or repeal of the regulation, is noncontroversial. The regulations 
concerned are those dealing with labeling for special dietary foods 
(sec. 403 (j)), emergency permit control (sec. 404), tolerances for 
necessary and unavoidable poisonous and deleterious substances in 
foods (sec. 406 (a)), listing of coal-tar colors which may be certified for 
use in food, drugs, and cosmetics (secs. 406 (b), 504, and 604), modifi- 
cation of tests and assays prescribed in official compendia or prescrib- 
ing tests for official drugs where the compendia have no prescribed 
tests (sec. 501 (b)), listing of chemical derivatives of habit-forming 
drugs (sec. 502 (d)), and packaging requirements and labeling precau- 
tions for drugs liable to deterioration (sec. 502 (h)). 

The bill would greatly facilitate the establishment of regulations 
insofar as they are noncontroversial. It would also simplify hearings 
on regulations containing both controversial and noncontroversial 
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issues by separating and eliminating the noncontroversial. On the 
narrow Issues about which there is controversy, any interested person 
affected by a proposed regulation could, by filing a petition, initiate 
the formal procedure, including a public hearing, establishment of the 
public record on which our action would be based, and review of our 
action in the United States Courts of Appeals. Thus, no substantial 
rights of any person would be relieved of protection, while government, 
the public, and industry are relieved of the costs and expenditure of 
time in holding hearings on points about which all agree. 

Experience with Public Law 335, which was limited to regulations 
establishing standards of identity, quality, and fill of container for 
food products, has shown that it provides an effective procedure for 
establishing regulations with a minimum of cost and wasted effort, 
while at the same time protecting the rights of interested persons. 

Your committee’s report on H. R. 6434 (which becomes Public Law 
335) stated in regard to the proposal to simplify the procedure for 
food standards issued under section 401 of the act: 

“All of the communications received by the committee, including 
many not a part of the record, and both of the witnesses appearing 
before the committee, favored the proposed legislation and urged its 
early enactment. There is no known opposition. 

“The consensus of opinion as expressed in these communications 
and by witnesses appearing before the committee may be fairly stated 
to be that (a) the procedural requirements of the present law are 
unnecessarily burdensome in that they require formal hearings and 
all that this implies, whether a proposed regulation is controversial 
or not, with the resultant useless expenditure of time and money 
by both the Government and the interested industry, even when 
all are in agreement as to the proposed regulation; and (5) the proposed 
legislation is favored by them beeause it should provide the needed 
relief from these unnecessary burdens by eliminating the requirement 
for formal hearings except in instances where such a hearing is desired 
for the purpose of providing a basis for the judicial review as now 
provided in the act, should the objecting party find the ultimate 
regulation still objectionable (H. Rept. 934, 83d Cong., Ist sess.).”’ 

We believe that the amendment of section 701 (e) contained in the 
bill, which makes the simplification effected by Public Law 835 
applicable to the procedure for the other regulations governed by 
section 701 (e), will prove as noncontroversial in its extension to 
other regulations as was the prior amendment affecting only the food 
standards procedure. 

The existing law is unnecessarily burdensome, and the proposed 
bill would afford the required relief. We recommend that it be 
considered favorably by your committee. 

We have also prepared and submitted to the President of the 
Senate an identical draft bill, with a request that it be considered by 
the appropriate committee of the Senate. A copy of our letter of 
transmittal of the draft bill is enclosed for your convenience. 

The Bureau of the Budget advises that it perceives no objection 
to the submission of this report to your committee. 

Sincerely yours, 
M. B. Fousom, Secretary. 


90015°—57 H. Rept., 84-2, vol. 4——55 
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Executive Orrice oF THE PRESIDENT, 
Bureau oF THE Bupeet, 
Washington 25, D. C., May 7, 1956. 
Hon. J. Percy Priest, 
hairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Cuarraan: This is in reply to your letter of March 1, 
1956, requesting the views of the Bureau of the Budget on H. R. 9547, 
to amend section 701 of the Federal Food, Drug, and Cosmetic Act 
so as to simplify the procedures governing the prescribing of regula- 
tions under certain provisions of such act, and for other purposes. 

This bill would extend to eight additional sections of the Federal 
Food, Drug, and Cosmetic Act the simplified procedures which have 

roven workable on a more limited scale under the recently enacted 

ale amendment. Under this simplified procedure the holding of a 
hearing prior to the making or changing of a rule is elimmated as a 
condition precedent to rulemaking, when the proposed rule is not in 
controversy. From the point of view of the best utilization of scarce 
legal and other enforcement personnel of the Food and Drug Ad- 
ministration, this bill would represent a change for the better. Fur- 
thermore, the Department of Health, Education, and Welfare asserts 
that no substantial rights of any persons would be jeopardized by this 
simplified procedure, inasmuch as the bill provides for the right to a 
full and impartial hearing upon petition by any person who feels that 
he would be adversely affected by a proposed rule. 

This office would have no objection to the enactment of this measure. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 


DEPARTMENT OF JUSTICE, 
May 14, 1956. 
Hon. J. Percy Prisst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CrarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 9547) 
to amend section 701 of the Federal Food, Drug, and Cosmetie Act 
so as to simplify the procedures governing the prescribing of regula- 
tions under certain provisions of such act, and for other purposes. 

The purpose of the bill would be accomplished by eliminating the 
present requirement of the Federal Food, Drug, and Cosmetic Act 
that hearings be conducted in certain cases although no controversy 
exists. ; 

The act now provides for two separate procedures pertaining to 
the issuance of regulations. Section 401 ) relates to regulations 


pertaining to standards of identity, quality, and fill of containers for 
food. Section 701 (e) relates to ations issued pursuant to eight 
other sections of the act. Under this latter provision a public hearing 
is required as a condition precedent to the issuance, amendment, or 
repeal of any regulation covered. Under section 401 (b) a public 
hearing need be held only when requested by a person adversely 
affected by a proposed rulemaking action. 
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The bill would establish a uniform procedure for the issuance of 
regulations under the listed sections, and would adopt the provisions 


of section 401 (b) with respect to public hearings as applicable to all 
of the sections. 

The Department of Justice would have no objection to the enact- 
ment of this legislation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wiiiiam P. Rocers, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 


duced, are shown as follows (existing law proposed to be omitted is lp 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): S 
SECTIONS 401 AND 701 (e) OF THE FEDERAL FOOD, DRUG, tin 
AND COSMETIC ACT a 

Cuaptrer IV—Foop - 

t 

DEFINITIONS AND STANDARDS FOR FOOD C 

Sec. 401. [(a)] Whenever in the judgment of the Secretary such cS 


\ 
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action will promote honesty and fair dealing in the interest of con- 
sumers, he shall promulage regulations fixing and establishing for 
any food, under its common or usual name so far as practicable, a 
reasonable definition and standard of identity, a reasonable standard 
of quality, and/or reasonable standards of fill of container: Provided, 
That no definition and standard of identity and no standard of quality 
shall be established for fresh or dried fruits, fresh or dried vegetables, 
or butter, except that definitions and standards of identity may be 
established for avocados, cantaloupes, citrus fruits, and melons. In 
prescribing any standard of fill of container, the Secretary shall 
give due consideration to the natural shrinkage in storage and in 
transit of fresh natural food and to need for the necessary packing and 
protective material. In the prescribing of any standard of quality for 
any canned fruit or canned vegetable, consideration shall be given and 
due allowance made for the differing characteristics of the several 
varieties of such fruit or vegetable. In prescribing a definition and 
standard of identity for any food or class of food in which optional 
ingredients are permitted, the Secretary shall, for the purpose of 
promoting honesty and fair dealing in the interest of consumers, desig- 
nate the optional ingredients which shall be named on the label. Any 
definition and standard of identity prescribed by the Secretary for 
avocados, cantaloupes, citrus fruits, or melons shall relate only to 
maturity and to the effects of freezing. 
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[(b) (1) Any action under subsection (a) for the issuance, amend- 
ment, or repeal of any regulation shall be begun by a proposal made 
(A) by the Secretary of his own initiative, or (B) by petition of any 
interested person, showing reasonable grounds therefor, filed with the 
Secretary. The Secretary shall publish such proposal and shall afford 
all interested persons an opportunity to present their views thereon, 
orally or in writing. As soon as ptactinable thereafter, the Secretary 
shall by order act upon such proposal and shall make such order public. 
Except as provided in paragraph (2), the order shall become effective 
at such time as may be specified therein, but not prior to the day fol- 
lowing the last day on which objections may be filed under such 

ar ; 
" [(2) At any time prior to the thirtieth day after the date on which 
an order entered under paragraph (1) is made public, any person 
who will be adversely affected by such order if ahaned in effect. may 
file objections thereto with the Secretary, specifying with particularity 
the provisions of the order deemed objectionable, stating the grounds 
therefor, and requesting a public hearing upon such objections. Until 
final action upon such objections is taken by the Secretary under para- 
graph (3), the filing of such objections shall operate to stay the effec- 
tiveness of those provisions of the order to which the objections are 
made. As soon as practicable after the time for filing objections has 
expired the Secretary shall publish a notice in the Federal Register 
specifying those parts of the order which have been stayed by the filing 
of objections and, if no objections have been filed, stating that fact. 

[(3) As soon as practicable after such request for a public hearing, 
the Secretary, after due notice, shall hold such a pablio hearing for 
the purpose of receiving evidence relevant and material to the issues 
raised by such objections. At the hearing, any interested person may 
be heard in person or by representative. As soon as practicable after 
completion of the hearing, the Secretary shall by order act upon 
such objections and make such order public. Such order shall be 
based only on substantial evidence of record at such hearing and 
shall set forth, as part of the order, detailed findings of fact on which 
the order is based. ‘The Secretary shall specify in the order the date 
on which it shall take effect, except that it shall not be made to take 
effect prior to the ninetieth day after its publication unless the Secre- 
tary finds that emergency conditions exist necessitating an earlier 
effective date, in which event the Secretary shall specify in the order 
his findings as to such conditions. Such order shall be subject to 
the provisions of section 701 (f) and (g).J 


~ - ¥ < we * 
Cuapter VII—Generat ADMINISTRATIVE PROVISIONS 


REGULATIONS AND HEARINGS 
Sec. 701. (a) * * * 


7 * * * * * * 
{(e) The Secretary, on his own initiative or upon an applica- 

tion of any interested industry or substantial portion thereof stating 

reasonable grounds therefor, shall hold a public hearing upon a 
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proposal to issue, amend, or repeal any regulation contemplated by 
any of the following sections of this Act: 403 (j), 404 (a), 406 (a) 
and (b), 501 (b), 502 (d), 502 (h), 504, and 604. The Secreta 
shall give appropriate notice of the hearing, and the notice shall 
set forth the proposal in general terms and specify the time and place 
for a frog hearing to be held thereon not less than thirty days 
after the date of the notice, except that the public hearing on regu- 
lations under section 404 (a) may be held within a reasonable 
time, to be fixed by the Secretary, after notice thereof. At the 
hearing any interested person may be heard in person or by his repre- 
sentative. As soon as practicable after completion of the hearing, the 
Secretary shall by order make public his action in issuing, amend- 
ing, or repealing the regulation or determining not to take such action. 
The Secretary shall base his order only on substantial evidence of 
record at the hearing and shall set forth as part of the order detailed 
findings of fact on which the order is based. No such order shall take 
effect prior to the ninetieth day after it is issued, except that if 
the Secretary finds that emergency conditions exist necessitating 
an earlier effective date, then the Secretary shall specify in the 
order his findings as to such conditions and the order shall take 
effect at such earlier date as the Secretary shall specify therein to 
meet the emergency.] 

(e) (1) Any action for the issuance, amendment, or repeal of any 
regulation under section 401, 403 (3), 404 (a), 406 (a) or (b), 501 (6), 
502 (d) or (h), 504, or 604, of this Act shall be bequn by a proposal made 
(A) by the Secretary on his own initiative, or (B) by petition of any 
interested person, showing reasonable grounds therefor, filed with the Secre- 
tary. The Secretary shall publish such proposal and shall afford all 
interested persons an opportunity to present their views thereon, orally 
or in writing. As soon as practicable thereafter, the Secretary shall by 
order act upon such proposal and shall make such order public. Except 
as provided in paragraph (2), the order shall become effective at such 
time as may be specified therein, but not prior to the day following the 
last day on which objections may be filed under such paragraph. 

(2) On or before the thirtieth day after the date on which an order 
entered under paragraph (1) is made public, any person who will be 
adversely affected by such order if placed in effect may file objections 
thereto with the Secretary, specifying with particularity the provisions 
of the order deemed objectionable, stating the grounds therefor, and re- 
questing a public hearing upon such objections. Until final action upon 
such objections is taken by the Secretary under paragraph (8), the filing 
of such objections shall operate to stay the effectiveness of those provisions 
of the order to which the objections are made. As soon as practicable 
after the time for filing objections has expired the Secretary shall publish 
a notice in the Federal Register specifying those parts of the order which 
have been stayed by the filing of slinshone and, if no objections have been 
filed, stating that fact. 

(3) As soon as practicable after such request for a public hearing, the 
Secretary, after due notice, shall hold such a public hearing for the pur- 
pose of receiving evidence relevant and material to the issues raised by 
such objections. At the hearing, any interested person may be heard in 
person or by representative. As soon as practicable after completion of 
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the hearing, the Secretary shall by order act upon such objections and 
make sueh order public. Such order shall be based only on substantial 
evidence of record at such hearing and shall set forth, as Far of the order, 
detailed findings of fact on which the order is based. The Secretary shall 
specify in the order the date on which it shall take effect, except that it 
shall not be made to take effect prior to the ninetieth day after its publica- 
tion unless the Secretary finds that emerg conditions exist necessital- 
ing an earlier effective date, in which event the Secretary shall specify in 
the order his findings as to such conditions. 


O 
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INCREASING FEES OF WITNESSES IN UNITED STATES 


COURTS AND BEFORE UNITED STATES COMMIS- 
SIONERS 





Juny 5, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rogers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 11653] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 11653) to increase the fees of witnesses in the United States 
courts and before United States commissioners, and for other purposes, 


having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the adoption of a single 
uniform table of distances to be used as the basis for the computation 
of the mileage allowances and to provide for an increase in the mileage 
rate and the subsistence rate payable to witnesses in the United States 
courts and before United States commissioners. Accordingly, it 
amends section 1821 of title 28, United States Code. 


GENERAL STATEMENT 


The bill was introduced after receipt of a letter of May 31, 1956, 
to the Speaker of the House of Representatives from the Attorney 
General. A copy of that letter is attached hereto as a part of this 
report. 

existing law (28 U.S. C. 1821) provides that. witnesses appearing 
in any United States court or before a United States commissioner or 
before anyone authorized to take his deposition shall be paid 7 cents 
per mile for travel from and to his residence. In addition such a 
witness is entitled to receive a fee of $4 per day for his attendance 
and $5 per day for expenses of subsistence, 
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Both the mileage rate and the subsistence allowance were fixed by 
the act of May 10, 1949, which increased the rate from 5 cents and 
$4, respectively. It also increased the attendance fee from $2 to $4 
per day. Those increases in the attendance fee and the subsistence 
allowance were the first in almost 20 years. 

The act of July 28, 1955, which amended the Travel Expense Act 
of 1949 for Government employees, raised the per diem allowance 
from $9 to $12 per day. It also provided that those employees who 
serve as witnesses for the United States were to be paid at the same 
rate. In its report which recommended those increases, the Bureau 
of the Budget cited the inadequacy of the then existing rate in view 
of the increased cost of living. In support of its position it cited an 
accounting study which had ascertained the increased costs involved 
in subsistence. The mileage rate was raised from 7 to 10 cents. 

Also, since 1949, increased travel allowances have been granted to 
civilians performing work for the Government without compensation 
and for Federal justices and judges and for witnesses before Senate 
committees. 

The proposed legislation would increase the subsistence rate payable 
to these witnesses for subsistence from $5 to $8 per day, which, when 
added to the attendance fee of $4 per day, would equal the $12 allow- 
ance approved for Government employees and other witnesses. 

The mileage rate for these witnesses is also raised from 7 to 8 cents 
per mile. 

These increases are predicated upon the general increase in the 
costs of living and of transportation which have taken place since 1949. 

In addition to the above-mentioned increases the bill authorizes 
the Attorney General to adopt a single uniform mileage table. At the 
present time the Department of Defense has similar authority to 
adopt such a table to compute travel allowances for military personnel. 
The need for a uniform mileage table originates from the lack of 
detailed airplane mileage tables upon which to determine payments. 
Railroad and automobile tables are readily available, however. 
Thus witnesses may be paid different amounts for travel of identical 
distances depending on their mode of travel. The bill would eliminate 
such a condition in the future by the adoption of a uniform mileage 
table. 

There is also attached as a part of this report a letter from the 
Administrative Office of the United States Courts, dated June 26, 
1956. 

For those reasons your committee recommends the favorable 
consideration of the bill H. R. 11653. 


May 31, 1956. 
The Speaker or tHe House or REPRESENTATIVES 
Washington, D. C. 

Dear Mr. Spraker: The Department of Justice recommends the 
enactment of legislation to authorize the adoption of a single uniform 
table of distances to be used as the basis for the computation of mileage 
allowances for witnesses and to provide an increase in certain of the 
other fees payable to such wit nesses, 

The proposal would authorize the adoption of a single uniform 
mileage table. Automobile mileages are readily available and _ rail- 
road mileages are comparatively easy to obtain, but it has been impos- 
sible to obtain from Government agencies or private sources stephan 
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mileage tables in sufficient detail to serve as the basis of mileage 
payments to witnesses. Under existing law, one witness coming by 
automobile and another by air would be paid different amounts. 
There is congressional authority for the Department of Defense to 
adopt a similar table for use in computing travel allowances for 
military personnel (37 U.S. C. 253). 

Existing law provides that witnesses attending in any court of the 
United States or before a United States Commissioner or before any 
person authorized to take his deposition shall receive 7 cents per mile 
for going from and returning to his place of residence. The statute 
also provides for the payment to a witness of an attendance fee of 
$4 for each day’s attendance and $5 per day for expenses of subsist- 
ence. It is recommended that the mileage rate be increased to 8 cents 
per mile and the allowance for expenses of subsistence be increased to 
$8 per day. 

The subsistence ($5) and the mileage (7 cents) now prescribed by 
title 28, United States Code, section 1821, were established by the 
act of May 10, 1949. ‘The increase in these rates is recommended on 
the basis of the general increase in living costs and the cost of trans- 
portation which have taken place since that time. The proposed 
subsistence rate of $8, together with the attendance fee of $4 would 
equal the $12 subsistence rate approved for Government employees 
by the act of July 28, 1955, and also that approved for witnesses be- 
fore congressional committees by Senate Resolution 143, adopted on 
July 30, 1955. The Senate report (S. Rept. 348, 84th Cong.) on that 
measure contains the followmg statement in support of a proposed 
$13 rate: 

“The rate of 313 provided by this enactment is based on an allow- 
ance of $7.30 for hotel room, $4.50 for meals and $1.20 for incidental 
expenses. These amounts are based on the following: 

“Hotel costs: A large hotel accounting firm found upon a study of 
room rates of 375 hotels used by businessmen in traveling, that the 
average room rate for a single room during 1954 was $7.30. 

“Cost of meals: The allowance of $4.50 is based upon a similar 
study and allocates $1 for breakfast, $1.25 for luncheon and $2.25 for 
dinner. ‘Two hotel accounting firms report that the price of hotel and 
restaurant meals has increased not less than 20 percent since 1949.” 

A draft of a bill to carry out the foregoing recommendations is 
enclosed. 

Your assistance in securing the introduction of this measure and its 
final enactment will be greatly appreciated. 

The Bureau of the Budget fod advised that there is no objection to 
the submission of this recommendation. 

Sincerely, 


Wituam P. Roaers, 
Acting Attorney General. 
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4 INCREASE FEES OF WITNESSES 


ADMINISTRATIVE OFFICE OF THE 
Unitrep States Courts, 
Washington, D. C., June 26, 1956. 
Hon. Emanvuet CELueEr, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In the absence from Washington of Mr. 
Chandler who is on an official trip, I am writing in reply to your request 
of June 11 for an expression of views with regard to HH. R. 11653, 
entitled “A bill to increase the fees of witnesses in the United States 
courts and before United States commissioners, and for other purposes.” 
This proposed legislation has not been considered by the Judicial 
Conference of the United States and therefore this office is not in a 
position to express an official opinion with regard to it. 

I am informed that the bill has been recommended by the Attorney 
General and introduced at his request. The Department of Justice 
controls the appropriation and disburses the fees of witnesses insofar 
as such fees are payable by the United States. In cases between 
private parties the witnesses’ fees are paid by the litigants and are 
taxed as part of the cost of suit. 

The proposed amendments to existing law would permit the 
Attorney General to prepare a uniform table of distances upon which 
mileage would be paid regardless of the method of travel employed 
by the witness. The mileage rate would be increased from 7 cents 
per mile to 8 cents per mile for going from and returning to the place 
of residence of the witness. The allowance for subsistence from $5 
to $8 per day for witnesses who are not salaried employees of the 
Government, and who are not in custody, and who attend court at 
points so far removed from their residence as to prohibit return thereto 
from day to day. The proposed amendments seem reasonable and 
I see no objection to them. 

Sincerely yours, 
Etmore Waitrenvrst, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present provisions proposed to be stricken are enclosed 
in black brackets; od new provisions proposed to be inserted are 
shown in italic, 

TitLe 28, Unirep States Copr 


§ 1821. Per diem and mileage generally; subsistence; 

A witness attending in any court of the United States, or before a 
United States commissioner, or before any person authorized to take 
his deposition pursuant to any rule or order of a court of the United 
States, shall receive $4 for each day’s attendance and for the time nec- 
essarily occupied in going to and returning from the same, and [7] 8 
cents per mile for going from and returning to his place of residence. 
Regardless of the mode of travel employed by the witness, computation o 
mileage under this section shall be made on the basis of a uniform ta 
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of distances adopted by the Attorney General. Witnesses who are not 
salaried employees of the Government and who are not in custody 
and who attend at points so far removed from their respective resi- 
dence as to prohibit return thereto from day to day shall be entitled 
to an additional allowance of $[5] 8 per day for expenses of subsistence 
including the time necessarily occupied in going to and returning from 
the place of attendance: Provided, That in lieu of the mileage allow- 
ance provided for herein, witnesses who are required to travel between 
the Territories [,] and possessions, or to and from the continental 
United States, shall be entitled to the actual expenses of travel at the 
lowest first-class rate available at the time of reservation for passage, 
by means of transportation employed: Provided further, That this 
section shall not apply to Alaska. 

When a witness is detained in prison for want of security for his 


appearance, he shall be entitled, in addition to his subsistence, to a 
compensation of $1 per day. 
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CONSIDERATION OF S. 849 





Jory 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Boturne, from the Committee on Rules, submitted the following 
REPORT 
(To accompany H. Res. 577] 


The Committee on Rules, having had under consideration House 


Resolution 577, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF S. 898 





Jury 5, 1956.—Referred to the House Calendar and ordered to be prinied 





Mr. Cotmer, from the Committee on Rules submitted the following 
REPORT 
[To accompany H. Res. 578] 


The Committee on Rules, having had under consideration House 


Resolution 578, report the same to the House with the recommendation 
that the resolution do pass, 
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84rH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Nession No. 2627 








CONSIDERATION OF S. 3246 





Jury 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Manpen, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 579} 


The Committee on Rules, having had under consideration House 


Resolution 579, report the same to the House with the recommendation 
that the resolution do pass. 


O 


90015°—57 H. Rept., 84-2, vol. 4-56 


oe) 


WL RRAAD AAD ba a) AN 


es & 


ViNiVeANois i A He 











a ae # a * e~seeal :% 
aus /\Liskti yiwel 


. ’ a. ee . tre : 
Sty GG: i IWVWiLiwiFe 








84TH CONGRESS HOUSE OF REPRESENTATIVES | REportT 
@d Session No. 2628 





CONSIDERATION OF S. 3958 





Joy 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 580} 


The Committee on Rules, having had under consideration House 
Resolution 580, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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841TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2629 





CONSIDERATION OF H. R. 10643 





Jury 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. O’Net.t, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 581] 


The Committee on Rules, having had under consideration House 


Resolution 581, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 11613 





Juty 5, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Trimst, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 582} 


The Committee on Rules, having had under consideration House 


Resolution 582, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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841TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2631 





200TH ANNIVERSARY OF THE BIRTH OF ALEXANDER 
HAMILTON 





Juty 6, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. J. Res. 546) 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 546) to amend the act of August 20, 1954, 
establishing a Commission for the Celebration of the 200th Anniversary 
of the Birth of Alexander Hamilton, having considered the same, 


report favorably thereon, with amendment, and recommend that the 
joint resolution do pass. 


The amendment is as follows: 
On page 2 strike out line 16 and everything thereafter over to page 3, 
line 2. 
AMENDMENT 


The amendment limits the effect of House Joint Resolution 546 so 
as to authorize the Alexander Hamilton Bicentennial Commission to 
reimburse Commissioners for transportation and $20 per diem in lieu 
of more exact subsistence expenses and to accept donations and 
voluntary services, to cooperate with private groups and to call upon 
Federal agencies for advice or assistance. ‘The amendment eliminates 
from the resolution any reference to the expenditure of funds where 
Federal agencies furnish advice or assistance to the Commission. 
Likewise the amendment eliminates from the resolution authorization 
for the Commission to make contracts, and to procure supplies and 
transportation without regard to the laws or procedures applicable 
to Federal agencies. 


GENERAL STATEMENT 


In 1954 Congress created the Alexander Hamilton Bicentennial 


Commission to prepare plans and a program for signalizing the 200th 
anniversary of the birth of Alexander Hamilton (Public Law 601, 
71006 
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2 200TH ANNIVERSARY OF BIRTH OF ALEXANDER HAMILTON 


83, Cong., 2d sess., 68 Stat. 746).. Members of the Commission have 
been appointed, a staff has been selected and the activities of the 
Bicentennial Commission are being carried on. Congress has ap- 
propriated $145,000 to carry out the purposes of the Commission. 

he amendment to section 4 of the act creating the Commission is 
designed to simplify bookkeeping. At present the Commissioners 
may be reimbursed for expenses incurred in carrying out duties of the 
Commission. This amendment authorizes that in lieu of the exact 
dollars aud cents expenses, the Commissioners may be reimbursed 
for transportation and $20 per diem. 

Among other things the Commission plans to award scholarships 
to high school and college students. It is planned that private funds 
only will be used in this scholarship program. The main purpose of 
this resolution is to establish clear authority in the Commission to 
receive voluntary contributions in conjunction with this scholarship 
program. Similar authority to accept donations and voluntary 
services, to cooperate with private groups and to call upon Federal 
agencies for advice and assistance has been granted other recent 
celebration commissions. For example, similar authority is granted 
the Woodrow Wilson Centennial Celebration Commission (sec. 4 (a), 
Public Law 705, 83d Cong., 2d sess.) and the Jamestown-Williamsburg- 
Yorktown Celebration Commission (sec. 4 (a), Public Law 263, 83d 
Cong., Ist sess.) 

The House Judiciary Committee considers this meritorious legisla- 
tion and accordingly favorably reports House Joint Resolution 546 
with the above indicated amendment. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added in italics; 


Pusiic Law 601, 83p ConGress, 2p Session 


Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That there is hereby estab- 
lished a commission to be known as the ‘Alexander Hamilton Bicen- 
tennial Commission” (hereinafter referred to as the ‘“Commission’’) 
which shall be composed of nineteen Commissioners as follows: The 
President of the United States, the President of the Senate, and the 
Speaker of the House of Representatives, all ex officio; and eight 
persons to. be appointed by the President of the United States, four 
Senators to be appointed by the President of the Senate, and four 
Representatives to be appointed by the Speaker of the House of 
Representatives. 

nc. 2. It shall be the duty of the Commission to prepare plans 
and a program for signalizing the two hundredth anniversary of the 
birth of Alexander Hamilton. In preparing such plans and program 
the Commission shall give due consideration to any plan or plans 
which may be submitted to it, and to take such a as may be 
necessary to coordinate and correlate its plans with those prepared 


by State or civie bodies. If the participation of other nations in 
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the commemoration is deemed advisable, the Commission may com- 
municate to that end with the governments of such nations through 
the State Department. 

Sec. 3. The Commission shall select a Chairman and a Vice Chair- 
man from among its members, and may employ, without regard to 
the civil-service laws or the Classification Act of 1949, such employees 
as may be necessary in carrying out its functions. 

Sec. 4. The Commissioners shall serve without compensation, but 
may be reimbursed for expenses incurred by them in carrying out 
the duties of the Commission or in the alternative they may receive 
their transportation and not to exceed $20 per diem in lieu of subsistence. 

Sec. 5. The Commission is authorized to— 

(a) accept donations of money and property and to utilize the 
same in carrying out the purposes of this resolution; 

(6) accept and utilize services of voluntary and uncompensated 
personnel and to pay any such personnel when engaged in the work 
of the Commission necessary travel and subsistence expenses or, in 
the alternative, transportation, and not to exceed $20 per diem in 
lieu of subsistence; 

(c) cooperate with patriotic and historical societies and with 
institutions of learning; and 

(d) call upon Federal agencies for their advice and assistance in 
carrying cut the purposes of this resolution. 

Any Federal agency furnishing advice or assistance to the Commission 
may expend its own funds for this purpose, with or without reimbursement 
from the Commission as may be agreed upon by the Commission and 
the agency. 

The Commission, to such extent as it finds to be necessary, may, without 
regard to the laws or procedures applicable to Federal agencies, procure 
transportation, supplies, services and property, and make contracts, and 
may exercise those powers that are necessary to enable it to carry out effi- 
ciently and in the public interest the purposes of this resolution. 

Sec. [5.] 6. When the Commission has approved a plan of celebra- 
tion, it shall submit it, insofar as it relates to the fine arts, to the Com- 
mission of Fine Arts for its approval. 

Sec. [6.] 7. The Commission shall, on or before March 1, 1955, 
make a report to the Congress in order that further enabling legisla- 
tion may be enacted. 

Sec. [7.] 8. There are hereby authorized to be appropriated such 
sums as may be necessary to carry out the provisions of this joint 
resolution, but in no event shall the sums hereby authorized to be 
a a ey exceed a total of $10,000. 

ec. [8.] 9. The Commission shall expire upon the completion of 
its duties, but in no event later than January 11, 1958. 
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2d Session { No. 2632 





RELATING TO CLERK HIRE OF MEMBERS OF THE HOUSE 
OF REPRESENTATIVES 





Jouy 6, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burisson, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. R. 12119] 


_The Committee on House Administration, to whom was referred the 
bill (H.. R. 12119) having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


CHANGES IN EXISTING LAW 


Tn compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SEecTION 11 (a) oF THE LEGISLATIVE APPROPRIATION Act, 1956 
(69 Stat. 509; 2 U.S. C. 60g—1) 


Sec. 11. [(a) Notwithstanding any other provision of law] (a) (1) 
Notwithstanding any other provision of law but subject to the provisions 
of this subsection, the clerk hire of each Member of the House of 

epresentatives, Delegate from a Territory, and the Resident Com- 
missioner from Puerto Rico shall be at the basic rate of $17,500 per 
annum. No person shall be paid from such clerk hire at a basic rate 
in excess of $7,000 per annum, and not more than one person shall be 


paid at a basic rate of $7,000 per annum from such clerk hire at any 
one time. 
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(2) The basic rate of clerk hire specified in paragraph (1) of this 
subsection shall be UG in acbintonbe with Siragrapn (3) and (4) 
of this subsection, by— 

(A) $2,000 per annum for and in the case of each Member 
(including a Representative-at-Large), Delegate, and Resident Com- 
missioner, the population of whose constituency is 300,000 or more 
but less than 400,000; 

(B) $3,000 per annum for and in the case of each Member 
(ineluding a Representative-at-Large), Delegate, and Resident Com- 
missioner, the population. of whose constituency is 400,000 or more 
but less than 500,000; and 

(C) $4,000 per annum for and in the case of each Member 
(including a Representative-at-Large), Delegate, and Resident Com- 
missioner, the population of whose constituency is 500,000 or more. 

(3) Any increase in basic rate of clerk hire by reason of any provision 
of paragraph (2) of this subsection to which any Member (including a 
Representative-at-Large), Delegate, or Resident Commissioner may be- 
come entitled prior to the first day of the first session of the Eighty-fifth 
Congress (A) shall be made on the basis of the population of his constitu- 
ency as disclosed by the seventeenth decennial census, 1950, (B) shall 
become effective on the first day of the first calendar month following the 
date of enactment of this paragraph, and (C) shall remain in effect until 
the required date of submission under paragraph (4) of this subsection 
of any estimate which discloses his entitlement under paragraph (2) and 
paragraph (4) of this subsection to an increase in a greater amount or 
until the first day of the second calendar month following the required date 
of submission under such paragraph (4) of any estimate which discloses 
his entitlement under such paragraph (2) and paragraph (4) to an increase 
in a lesser amount or which discloses that his entitlement to any increase 
under this subsection no longer exists, whichever date first occurs. The 
Director of the Census is authorized and directed to certify and submit to 
the Clerk of the House of Representatives, as soon as practicable after the 
date of enactment of this paragraph, such population figures on the basis 
of the seventeenth decennial census, 1950, as may be necessary to carry 
out the purposes of this paragraph and paragraph (2) of this subsection 
with respect to any such increase in basic rate of clerk hire prior to the 
first day of the first session of the Highty-fifth Congress. 

(4) Any inereases (other than an increase in effect under paragraph 
(3) of this subsection) im basic rate of clerk hire by reason of any provision 
of paragraph (2) of this subsection to which any Member (including a 
Representative-at-Large), Delegate, or Resident Commissioner may be 
entitled at any time beginning on or after the first day of the first session 
of the Highty-fifth Congress shall be made on the basis of estimates 
certified and submitted in accordance with this paragraph. The Director 
of the Census is authorized and directed (A) to prepare, prior to the first 

y of each regular session of Congress, beginning with the Bighty-fifth 
Congress, an estimate of the population then current (as of such first day 
of each such session) of the constitue of each Member (including a 

epresentative-at-large), Delegate, and Resident Commissioner and (B) 
to certify and submit, on such first day of each such session, to the Clerk 
of the House of Representatives the results of each such estimate. Any 
such estimate so certified and submitted on any such day immediately 
following a year in which a decennial census is taken shall conform to 
the results of such decennial census in determining the population of 
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each such constituency. Each increase in basic rate of clerk hire made 
on the basis of any such estimate shall become effective as of the date on 
which such estimate disclosing entitlement to such increase is required 
under this h to be itted to the Clerk of the House of Repre- 
sentatives and shall remain in effect until the required date of submission 
under this paragraph of any estimate which discloses his entitlement 
under this paragraph and h (2) of this subsection to an increase 
in a greater amount or until t. feat day of the second calendar month 
following the required date of submission under this paragraph of any 
estimate which discloses his entitlement under this paragraph and para- 
graph (2) to an increase in a lesser amount or which discloses that his 


entitlement to any increase under this subsection no longer exists, which- 
ever date first occurs. 


Joint RESOLUTION oF JANUARY 25, 1923, ProvipIneG For Pay To 
C.LEeRKs TO MEMBERS OF CONGRESS AND DELEaatss (2 U.S. C. 92) 


That hereafter appropriations made by Congress for clerk hire for 
Members, Delegates, and Resident Commissioners shall be paid by 
the Clerk of the House of Representatives to those persons, not to 
exceed eight in number, to be designated by each Member, Delegate, 
or Resident Commissioner, or, in the case of each Member (including a 
Representative-at-Large), Delegate, or Resident Commissioner who is 
entitled to any increase in basic rate of clerk hire under section 11 (a) of 
the Legislative Appropriation Act, 1956, as amended, not to exceed nine 
in number for the period during which such increase is in effect, to be 
designated by each such Member (including a Representative-at-Large), 
Delegate, or Resident Commissioner, the names of such persons to be 
placed upon the roll of employees of the House of Representatives, 
together with the amount to be paid each; and Representatives, 
Delegates, and Resident Commissioners elect to Congress shall like- 
wise be entitled to make such designations: Provided, That such per- 
sons shall be subject to removal at any time by such Member, Dele- 
gate, or Resident Commissioner with or without cause. 
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84TH Concress } HOUSE OF REPRESENTATIVES { Rerorr 
2d Session No. 2633 





AMENDING SECTION 22 OF THE INTERSTATE COMMERCE 
ACT RELATING TO GOVERNMENT SHIPMENTS 





Jury 6, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Harris, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


(To accompany H. R. 525] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 525) to amend section 22 of the Interstate 
Commerce Act, as amended, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF Reportep BIL 


Section 22 of the Interstate Commerce Act provides that nothing 
contained in part I of the act (which part deals with the regulation of 
railroads, certain water carriers, oil pipelines, and express and sleeping- 
car companies engaged in interstate commerce)— 


shall prevent the carriage, storage, or handling of property 
free or at reduced rates for the United States, State, or muni- 
cipal governments, * * * or the transportation of 
persons for the United States Government free or at reduced 
rates,:.~..°::%..* 


The provisons of section 22 are also made applicable to common 
carriers by motor vehicle by section 217 (b), to common carriers by 
water by section 306 (c), and to freight forwarders as to transporta- 
tion or service in the case of property by section 405 (c) of the Inter- 
state Commerce Act. 


1 See. 22 also authorizes the common carriers, in their discretion, to carry, store, or handle property free 
or at reduced rates for charitable purposes, or to or from fairs, and expositions for exhibition, or the free 
carriage of destitute and homeless persons transported by charitable societies. It aiso authorizes the issuance 
of mileage, exeursion or commutation tickets, and the pranting of reduced rates to specified persons con- 
nected with religious or charitable organizations, as well as to armed services personne] traveling at their 
own expense while on furlough, or the granting of free carriage to the officers and employees of a railroad, etc. 
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2 AMEND SECTION 22 OF INTERSTATE COMMERCE ACT 


Thus, section 22 and the other related sections of the act merely 
authorize the above-mentioned common carriers, in their discretion, 
to grant free or reduced rates to particular classes of traffic, including 
the traffic of Federal, State, and municipal governments. So far as 
Government traffic is concerned, these sections have enabled the 
Government agencies, particularly the Department of Defense, to 
negotiate rates directly with the carriers for the carriage of property 
and personnel without requiring the carriers to conform to the pro- 
visions of section 6 of the Interstate Commerce Act and the Com- 
mission’s rules and regulations promulgated thereunder, which require 
principally the publication and filing of tariffs with the Commission 
and the strict adherence to the published tariff rates. 

The reported bill would delete from section 22 the words “for the 
United. States, State, or municipal governments, or” and the words 
“or the transportation of persons for the United States Government 
free or at reduced rates,”. The effect of this deletion would be to 

rohibit common carriers by railroad, motor vehicle, water, or freight 
orwarders from granting reduced rates (i. e., less than published 
tariff rates) for the transportation of Government property or per- 
sonnel, except in certain minor respects, such as armed services 
personnel traveling at their own expense while on furlough. In the 
absence of this authority, the carriage of Government property or 


personnel would have to be charged at the duly published tariff rates, 
fares, charges, and classifications. 


BACKGROUND INFORMATION 


Section 22 of the Interstate Commerce Act, so far as it applies to 
Government traffic, has been in the act substantially as it now stands 
since the original act to regulate commerce was enacted in 1887. At 
that time, the Government was a comparatively small shipper and 
small user of the passenger facilities of the carriers. In recent years, 
however, Government use of freight and passenger facilities has 
increased enormously. During World War h , the Federal Govern- 
ment was by far the largest single shipper and the largest user of 
-terotinig service in the United States. The same is probably true 
today. 

Up until 1946, the Government had the benefit of land-grant rates 
which undoubtedly limited the use of section 22 agreements. Those 
railroads which had been granted land by the Federal Government 
were required by the land-grant laws to carry Government freight at 
50 percent of the published tariff rate on the land-grant portion of the 
line. Railroads which received no land grant whatever from the 
Government, in order to compete for Government traffic, entered into 
rate-equalization agreements, under authority of section 22, by which 
they undertook to handle Government traffic at the same rate applying 
by law on the land-grant lines. From J898 to 1902, some 100 railroads 
had entered into such agreements and from 1901 to 1946, these rate- 
equalization agreements were in force by almost all important railroads 
except the New England lines. 

In order to participate to a greater extent in military traffic, the 
motor carriers during World War II also submitted rate-equalization 
agreements whereby they agreed to equalize the lowest rail net land- 
grant rates. The so-called equalization agreements remained in 
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effect until the repeal of the land-grant statute in 1946. During this 
period there also were many individual tenders quoting specific rates 
under section 22 which were not a part of the equalization agreements, 
such tenders being employed rather than formal tariff publications. 
With the repeal of the land-grant statute, section 22 became the 
main vehicle chroesti which special rates have been obtained by the 
Government. 


Neep For LEGISLATION 


The provisions of section 22 of the Interstate Commerce Act, which 
authorize the United States, State, and local governments to bargain 
with common carriers for reduced rates and fares, were enacted at a 
time when the Government of the United States was a very small user 
of transportation facilities. Such bargaining, if it took place, did not 
have any significant impact upon the economy of the carriers. Today, 
however, the United States Government has become the largest single 
shipper in the world. The volume of freight and passenger business 
which it controls can be, and according to certain witnesses who have 
testified before the committee has been, used by transportation officers 
to play one carrier off against another, and even to play one mode of 
transportation off against another, with the result that the carriers 
are encouraged to reduce the lawful rates and fares published in their 
tariffs in order to get the traffic, 

Evidence of the keen interest among carriers in obtaining Govern- 
ment traffic is indicated by the volume of tenders made by the carriers 
to the Government. During the calendar year 1955, rail and motor 
carriers submitted to the military departments over 19,000 rate tenders 
under section 22. Of this total, 95.3 percent consisted of tenders 
which were nonnegotiated, that is, voluntary offers never sought by 
the military departments. 

This large volume of tenders imposes an enormous administrative 
burden on the departments without any compensating benefits. All 
of these tenders have to be opened, stamped, acknowledged, and 
checked to ascertain the correct rates which the carrier intended to 
make available and whether the tendered rate is lower than the car- 
rier’s published rate. 

One of the important reasons for the enactment of the act to regu- 
late commerce in 1887 was to stop the railroads—which then had a 
practical monopoly of public transportation—from discriminating in 
favor of big shippers and against small shippers. The scope and 
purpose of the act has been expanded since that time, but the anti- 
discrimination provisions of the law remain of basic importance. 
Nevertheless, the provisions of section 22, which authorize a carrier 
to offer reduced rates on Government shipments, in effect, authorize 
discrimination in favor of the world’s biggest shipper and against the 
smaller users of transportation. 

That the shippers of the United States are conscious of this dis- 
crimination is evidenced by the fact that the National Industrial 
Traffic League, an organization with a membership of nearly 1,700 
shippers and associations of shippers in every State in the Union, is 
strongly urging the passage of the reported bill. Practically all of 
the transportation industry has felt the impact of governmental 
bargaining under section 22, and many of the carriers are urging the 
passage of this legislation. 
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It has been alleged by various Government departments and agen- 
cies which are op ni to this legislation, that, in order to obtain 
reasonable rates, the Federal Government needs special treatment to 
negotiate rates because of the unusual character of the Government 
traffic movements, the need for expedition, etc. It was also pointed 
out that a large volume of military shipments are not eligible for 
published commodity and exception tariff rates (which are lower than 
the overall class rates), since this military traffic does not coincide 
with the commercial traffic for which the lower commodity and 
exception rates are published. To require the Department of Defense 
to move its traffic on class rates, it was asserted, would substantially 
inerease transportation costs to the United States Government, and 
in a way that would be inequitable when compared with the cost of 
normal commercial shipments. 

The committee is not convinced of the merits of these allegations. 
The Government, as a user of transportation, is entitled to the same 
just and reasonable rates which are available to commercial shippers, 
and can obtain such rates by open negotiation with established carrier 
agencies, and, if necessary, by petitioning the Interstate Commerce 
Commission. The Interstate Commerce Act requires that all rates, 
fares, charges, and classifications must be just and reasonable, and 
not discriminatory or unduly preferential or prejudicial or otherwise 
in violation of the provisions of the act. The Interstate Commerce 
Commission is authorized to investigate, upon complaint or on its 
Own initiative, the lawfulness of all such rates, fares, charges, and 
classifications and is empowered to determine and prescribe just and 
reasonable rates, fares, charges, and classifications. It could be 
expected, therefore, that any Government department or agency 
which believes that available published rates are unjust or unreason- 
able would, like any other shipper, institute proceedings before the 
Interstate Commerce Commission to obtain the reasonable rates to 
which it is entitled under the act. 

The committee is convinced that common carriers should no longer 
be permitted to grant rate and fare concessions to the United States, 
State, or municipal governments. This practice is discriminatory, 
wasteful, and contrary to the public interest. 

The committee urges prompt enactment of the reported bill. 


HEARINGS 


Hearings on the reported bill were held in conjunction with the 
hearings on H. R. 6141 and H. R. 6142, the so-called omnibus trans- 
portation bills which were introduced to implement the recommenda- 
tions of the Presidential Advisory Committee on Transport Policy 
and Organization. 

Practically all elements of the shipping industry and certain seg- 
ments of the transportation industry have expressed themselves in 
favor of the reported bill. 


The reports of the executive departments and agencies on H. R. 
525 are included as an appendix to this report. 


CHANGES IN Existinec Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
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duced, are shown as follows (existing law eed to be omitted is 


Section 22 oF THE INTERSTATE ComMERCE Act, As AMENDED 
(49 U. S. C. 22) 


RESTRICTIONS 


Sec. 22. That nothing in this part shall prevent the car- 
riage, storage, or handling of property free or at reduced 
rates [for the United States, State, or municipal govern- 
ments, or] for charitable poreeens, or to or from fairs and 
expositions for exhibition thereat, or the free carriage of des- 
titute and homeless persons transported by charitable so- 
cieties, and the necessary agents employed in such transpor- 
tation, [or the transportation of persons for the United 
States Government free or at reduced rates, ] or the issuance 
of mileage, excursion, or commutation passenger tickets; 
nothing in this part shall be construed to prohibit any com- 
mon carrier from giving reduced rates to ministers of religion, 
or to municipal governments for the transportation of in- 
digent persons, or to inmates of the National Homes or State 
Homes for Disabled Volunteer Soldiers and of Soldiers’ and 
Sailors’ Orphan Homes, including those abeut to enter and 
those returning home after dathebes. under arrangements 
with the boards of managers of said homes; nothing in this 
part shall be construed to prohibit any common carrier from 
establishing by publication and filing in the manner pre- 
scribed in section 6 reduced fares for application to the 
transportation of (a) personnel of United States armed 
services or of foreign armed services, when such persons are 
traveling at their own expense, in uniform of those services, 
and while on official leave, furlough, or pass; or (b) persons 
discharged, retired, or released from United States armed 
services within thirty days prior to the commencement of 
such transportation and traveling at their own expense to 
their homes or other prospective places of abode; nothing in 
this part shall be construed to prevent railroads from giving 
free carriage to their own officers and employees, or to pre- 
vent the free carriage, storage, or handling by a carrier of the 
household goods and other personal effects of its own officers 
or employees when such goods and effects must necessarily be 
moved from one place to another as a result of a change in 
the place of employment of such officers or employees while 
in the service of the carrier, or to prevent the principal offi- 
cers of any railroad company or companies from exchanging 
passes or tickets with other railroad companies for their 
officers and employees; and nothing in this part contained 
shall in any way abridge or alter the remedies now existing 
at common law or by statute, but the provisions of this part 
are in addition to such remedies; nothing in this part shall be 
construed to prohibit any common carrier from carrying any 
totally blind person accompanied by a guide or seeing-eye 
dog or other guide dog specially trained and educated for 


ich no change is proposed 


7 


BPVAL WEES WA BER HRT Te 


WPS B bad bw be WK 








IGAN LIBRARIES 


MOU 
tks 3 


Ny i 


o 
; 


WS 


HNIVERS! 


AMEND SECTION 22 OF INTERSTATE COMMERCE ACT 


that purpose at the usual and ordinary fare charged to one 
person, under such reasonable regulations as may have been 
established by the carrier: Provided, That no pending litiga- 
tion shall in any way be affected by this part: Provided fur- 
ther, That nothing in this part shall prevent the issuance of 
joint interchangeable five-thousand-mile tickets, with special 
privileges as to the amount of free baggage that may be 
carried under mileage tickets of one thousand or more miles. 
But before any common carrier, subject to the provisions of 
this part, shall issue any such joint interchangeable mileage 
tickets with special privileges, as aforesaid, it shall file with 
the Interstate Commerce Commission copies of the joint 
tariffs of rates, fares, or charges on which such joint inter- 
changeable mileage tickets are to be based, together with 
specifications of the amount of free baggage permitted to be 
carried under such tickets, in the same manner as common 
carriers are required to do with regard to other joint rates by 
section six of this part; and all the provisions of said section 
six relating to joint rates, fares, and charges shall be observed 
by said common carriers and enforced by the Interstate 
Commerce Commission as fully. with regard to such joint 
interchangeable mileage tickets as with regard to other joint 
rates, fares, and charges referred to in said section six. It 
shall be unlawful for any common carrier that has issued or 
authorized to be issued any such joint interchangeable 
mileage tickets to demand, collect, or receive from any per- 
son or persons a greater or less compensation for transporta- 
tion of persons or baggage under such joint interchangeable 
mileage tickets than that required by the rate, fare, or charge 
specified in the copies of the joint tariff of rates, fares, or 
charges filed with the Commission in force at the time. The 
provisions of section ten of this part shall apply to any viola- 
tion of the requirements of this proviso. Nothing in this 
part shall prevent any carrier or carriers subject to this part 
from giving reduced rates for the transportation of property 
to or from any section of the country with the object of pro- 
viding relief in case of earthquake, flood, fire, famine, 
drought, epidemic, pestilence, or other calamitous visitation 
or disaster, if such reduced rates have first been authorized 
by order of the Commission (with or without a hearing) ; but 
in any such order the Commission shall (1) define such sec- 
tion, (2) specify the period during which such reduced rates 
are to remain in effect, and (3) clearly define the class or 
classes of persons entitled to such reduced rates: Provided, 
That any such order may define the class or classes entitled 
to such reduced rates as being persons designated as being 
in distress and in need of relief by agents of the United 
States or any State authorized to assist in relieving the dis- 
tress caused by any such calamitous visitation or disaster. 
No carrier subject to the provisions of this part shall be 
deemed to have violated the provisions of such part with 
respect to undue or unreasonable preference or unjust dis- 
crimination by reason of the fact that such carrier extends 
such reduced rates only to the class or classes of persons de- 
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fined in the order of the Commission authorizing such 
reduced rates. 


APPENDIX 


INTERSTATE CoMMERCE CoMMISSION, 
Washington, March 16, 1956. 
Hon. J. Percy Prisst, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

_ Dear Cuarrman Prizst: Your letter of February 3, 1955, request- 
ing a report and comment on a bill, H. R. 525, introduced by Con- 
gressman Hinshaw, to amend section 22 of the Interstate Commerce 
Act, as amended, and for other purposes, has been given careful con- 
sideration by the Commission, and I am authorized to submit the 
following comments: 

_ Section 22 of the act now permits “the carriage, storage, or hand- 
ling of property free or at reduced rates for the United States, State, 
or municipal governments,” or for certain charitable purposes, and 
allows “the transportion of persons for the United States Govern- 
ment free or at reduced rates.” The section also permits the issu- 
ance of mileage, excrusion, or commutation tickets and provides for 
giving reduced rates to specified persons connected with religious, 
charitable, or governmental organizations, as well as armed services 
ersonnel, free carriage to their own employees by railroads, etc. 

he provisions of section 22 are made applicable to motor common 
carriers by section 217 (b), to water common carriers by section 306 
(c), and to freight forwarders, as to transportation or service in the 
case of property, by section 405 (ce). 

H. R. 525 proposes to amend section 22 by striking from the first 
clause of the first sentence thereof the words “‘for the United States, 
State, or municipal governments, or’’ and the words “or the transpor- 
tation of persons for the United States Government free or at reduced 
rates,”. If enacted, the bill would, in effect, eliminate the granting 
of reduced rates for transportation of Government property or per- 
sonnel, except in certain minor respects such as armed-service personnel 
traveling while on furlough. 

Section 22, so far as it applies to Government traffic, has been in 
the act substantially as it now stands since 1887. A slight change 
was made in 1889, and other subjects have been added to the section 
since that time. At the time the original act was passed, the Govern- 
ment was a comparatively small shipper and small user of the passenger 
facilities of the carriers. In recent years, however, Government use 
of freight and passenger facilities has increased enormously. During 
World War II, the Government was by far the largest single shipper 
of freight and the largest user of passenger service in the United 
States. The same is probably true today. 

For many years the Government also had the benefit of land-grant 
rates, which undoubtedly limited the use of section 22. The section 
was utilized, however, by many carriers forming competitive routes 
in order to meet the rates available to the Government under the 
land-grant privileges. With the repeal of the land-grant statute in 
1945, section 22 became the main vehicle through which special rates 
are obtained by the Government, 
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The national transportation policy has among its objectives to 
“foster sound economic conditions in transportation” and to encourage 
the maintenance of reasonable charges without ‘unfair or destructive 
competitive practices.’ Some present practices under section 22 
seem to us to be no in furtherance of those objectives. 

For example, at the hearing held in 1950, pursuant to Senate 
Resolution 50, the executive secretary of what 1s now the Movers’ 
Conference of America testified that it was originally contemplated 
that the section 22 privilege of transporting at free or reduced rates 
was to be used only ir the case of a public catastrophe, such as a flood 
or drought, or where the volume of tonnage justified an appropriate 
reduction from filed tariff rates, but that the privilege has degenerated 
into an abuse by which the Government demands savings produced 
by cutthroat competition between the carriers. He stated that the 
Army has received as many as 30 bids or quotations for the trans- 
portation of a single lot, not a load, of household goods for one of 
its personnel, and that such quotations averaged 35 percent and some- 
times were as great as 50 percent under the lawfully filed tariff rates. 
He contended that any resultant economy is purely illusory in view 
of the cost of redtape involved in such a procedure and the poor and 
irresponsible service which must necessarily follow a condition where 
the contract for carriage is not representative of its true cost. He 
admitted that at least half the fault rests with the carriers who 
participate in such unsound bidding or quoting for Government 
traffic, but that human nature being what it is, the unsound economic 
results of such system are inevitable. (See printed hearings, pp. 
887-890.) 

The situation also seems to have had a detrimental! effect on the 
Government departments involved. At the present time, section 22 
quotations are not required to be filed with this Commission, and it 
is our understanding that such quotations or bids are filed with the 
Defense Department in extremely large numbers. Procurement 
officers, desirous of obtaining the cheapest transportation, have felt 
obliged to spend inordinate amounts of time examining bids for even 
the most inconsequential movement. 

The Commission is now giving consideration to a rule which would 
require the filing with the Commission of quotations to the Govern- 
ment under section 22 in Ex parte No. 192, Reduced Rates Under 
Section 22—Special Filing Rule. 

Although we are in accord with the general theory that the Govern- 
ment should pay the full tariff rates on property transported by it, 
the same as any other shipper, we do not believe that complete elimi- 
nation of the section 22 privilege as to Government transportation 
would be equitable or in the interest of the national defense. In war 
or threatened war, there are required by the Government a great 
many freight movements of commodities as to which there are no 
published rates or over routes and between points as to which fre- 
quently no reasonable rates apply. Often it is wholly unlikely that 
any commercial demand for the use of such routes, or in some cases 


for transit, storage, or other services, exists or ever will exist. There 
is also the obvious necessity, in emergencies, for arrangements under 
which the secrecy of movements could be preserved, 

Instead of making section 22 completely unavailable to the Gov- 
ernment, as proposed by H. R. 525, we suggest steps short of outright 
repeal of the privilege to correct the undesirable situations which seem 
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to have developed. As indicated above, we would support elimina- 
tion of the section 22 privilege with respect to household goods shipped 
by the Government. We would also favor, as recommended in the 

ommission’s annual reports for the past several years, a bill which 
would make section 22 contracts binding on both parties, in the 
absence of fraud or clear error. We believe such amendments would, 
to a great extent, remove the causes of much of the present criticism 
of | site under this section. 

hree members of the Commission favor the enactment of H. R. 

525. One of the members of the Commission is setting forth his 
views in a separate statement. 

We do not recommend the enactment of H. R. 525 at this time. 

Respectfully submitted. 

Ricwarp F. Mircue.y, Chairman. 


COMMISSIONER CROSS’ SEPARATE VIEWS 


This bill, in my judgment, does not provide a complete solution 
with respect to free transportation or reduced rates for governmental 
bodies. In addition to these exemptions, there are other exceptions 
written into the act which, when computed together, allow too many 
preferential and free riders. These burdens upon carriers are empha- 
sized now that passenger deficits have amounted to such staggering 
proportions. I believe that a full study of the section 22 exemptions 
should be made to enable the Congress to approach the situation 
objectively, rather than merely to rescind the reduced rates provision 
as the United States, State, and municipal governments as proposed 
in this bill. 

This matter is of magnitude and, in my opinion, fully warrants a 
thorough study by Congress as to the present-day needs respecting 
the furnishing of transportation free or at reduced rates. Except in 
the case of war or any other national emergency, the United States, 
State, or municipal governments should not be accorded reduced rates. 
It is reasonable to assume that the differences between the published 
tariff rates and such reduced rates in a large measure must be passed 
on to the shippers of commercial traffic or the users of passenger serv- 
ice. In view of the necessity of maintaining relatively high rates in 
order to provide adequate revenues for the carriers, I believe the 
national transportation policy would warrant the restriction of reduced 
rates to these agencies only during a period of national emergency. 
Furthermore, rates agreed upon under section 22 should be binding 
on both parties, in the absence of fraud or clear error. 

I also call attention to section 1 (7) of the act, which relates to free 
passes and free transportation. 

Hucu W. Cross. 





Assistant CompTROLLER GENERAL OF THE UNITED STraTEs, 
Washington, March 17, 1956. 


Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 
Dear Mr. CnatrMan: Reference is made to your letter of Feb- 
ruary 3, 1955, acknowledged by telephone on February 4, 1955, 
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requesting a report, together with any comment that we may care to 
make, concerning a pending bill, H. R. 525, which would amend 
section 22 of the Interstate Commerce Act, as amended. 

The bill would eliminate the “United States, State, or municipal 
a ens ant from the classes of shippers exempted by that section 
rom any provision of the act which would prevent the carriage, 
storage, or handling of property free or at reduced rates and would 
strike from the designated section a similar provision with repect to 
the transportation of persons for the United States Government free 
or at reduced rates. There are a number of reasons why we are of 
the opinion that this bill should not be enacted. 

Section 22 has been a part of the Interstate Commerce Act since 
its inception and has proven satisfactory, from a practical standpoint, 
as a vehicle for permitting the fixing, by agreement, of the charges to 
be collected by the carriers and paid by the United States Government 
on a considerable volume of traffic in the past. Rates established 
under section 22 presently are not required to be published in tariffs 
and filed with the Interstate Commerce Commission, but it seems 
reasonably certain that many such rates are established only after 
consideration by the committees of representatives of the carriers 
who fix the rates to be published in tariffs for general application on 
all traffic, including that of the Federal Government. 

One of the most impelling reasons why rates are established on 
Government traffic pursuant to section 22 is the flexibility of this 
method of establishing rates as compared to the publication of rates in 
tariffs conforming to the requirements of section 6 of the interstate 
Commerce Act and to the regulations promulgated by the Commission 
pursuant to the act. It frequently happens that traffic for account of 
the United States originates or terminates at points isolated from the 
more populous centers to and from which there is a normal flow of 
commercial traffic. Consequently, existing commodity rates that have 
been tailored to meet the requirements of the shipping public, to and 
from such centers, are not available for application on Government 
traffic from and to such isolated origins and dadtinations and no proper 
tariff adjustment of the rate structure is afforded from or to the 
points of origin and destination of the Government shipments. Fre- 
quently, the exigencies of the situation require the movement of the 

overnment’s traffic before adequate measures can be taken to secure 
the proper adjustments in the rate structure through changes in tariff 
publication. In such situations, rates can be established under sec- 
tion 22 for application both prospectively, on future movements, and 
retroactively, on shipments that are required to be moved before the 
negotiations for the proper rate adjustments are completed. This 
flexibility is important, since it operates to permit agreed reductions 
to become immediately available and to obviate the necessity of formal 
proceedings before the Commission, which often are time consuming 
and expensive to both the shippers and the carriers, in order to have 
applied, on past shipments, rates which meet the requirements for 
justness and reasonableness required by the other provisions of the 
act. If H. R. 525 is enacted, the number of formal proceedings before 
the Interstate Commerce Commission by the Government will no 
doubt be increased greatly with corresponding increased. costs and 
delays to all concerned. 

Proponents of the proposal to amend the Interstate Commerce 
Act, as outlined in H. R. 525 and in identical proposals presented to 
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the 83d Congress, advance the theory that the provisions of section 22 
are being improperly used by the Government to auction its traffic to 
the lowest bidder, and that, frequently, rates below a compensatory 
level are required to be made by the carriers in order to secure the 
business. Aside from the fact that few, if any, concrete examples 
have been found to have been cited to establish that, in fact, Govern- 
ment traffic has been handled at a loss by the carriers, the theory 
advanced completely ignores the fact that the terms of section 22 are 
— rather than mandatory and that no carrier can be required 

y the Government, except pursuant to procedures available to the 
public as well, to establish a reduction in rates for application on past 
or future traffic for the Government. The principal traffic-procuring 
services of the Government are understood to have denied the alle- 
—- that they engage in the practices to which complaint has 

een voiced by some of the proponents of this legislation, and it is 
believed that, if any abuses have resulted from tenders of individual 
carriers, those carriers reasonably may be expected to be the prime 
victims of any noncompensatory rates tendered by them. It is not 
believed that such instances as may occur in this respect would 
justify changing the law by eliminating a most useful and wholesome 
eta for securing proper rate adjustments designed to benefit 

oth the carriers and the Government. Some idea of the magnitude 
and importance of this matter to the Government financially is 
indicated by a report received from the Department of Defense in 
December 1953, which states that a statistical study of all movements 
of household goods by motor carrier shows that, as to that commodity 
alone, an increase of $11% million annually in cost to that Department 
would result if all traffic were required to be moved at rates provided 
in MF-ICC No. 57 rather than at rates provided in other tariffs 
actually used, apparently by virtue of section 22 agreements. 

For the reasons outlined above, it is recommended that H. R. 525 not 
be given favorable consideration by your Committee. 

Sincerely yours, 
Frank H. Werrzet, 
Assistant Comptroller General of the United States. 





Executive Orrick OF THE PRESIDENT, 
BurEAU OF THE BupGeET, 
Washington, D. C., February 24, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CurarrMan: This is in reply to your letter of Febru- 
ary 3, 1955, requesting the views of the Bureau of the Budget with 
respect to H. R. 525, a bill to amend section 22 of the Interstate Com- 
merce Act, as amended, and for other purposes. 

This bill would amend section 22 of the Interstate Commerce Act 
so as to remove the present authority under which common carriers 
may establish reduced rates for Government traffic. 

The problem of rates for Government transportation was, in the last 
year, given intensive study by the Advisory Committce on Transport 

olicy and Organization. The Committee recommended legislation 
to repeal section 22 and to provide new authority for special Govern- 
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ment rates subject to most of the provisions of the Interstate Com- 
merce Act. This proposal is incorporated in H. R. 6141, now pending 
before your committee. 

H. R. 6141 attempts to retain for Government rates a special status 
consistent with the unusual character of Government traffic move- 
ments and the need for expedition, especially in national emergencies. 
Military shipments in particular need the flexibility and speed pro- 
vided through special rate procedures in order to obtain reasonable 
rates. Large amounts of military shipments are not eligible for 
published commodity and exception tariff rates, which are lower 
than the overall class rates, since this military traffic does not coincide 
with the commercial traffic for which the lower commodity and ex- 
ception rates are published. To require the Department of Defense 
to move its traffic on class rates would increase its freight costs. It 
could be expected that the Department would institute proceedings 
before the Interstate Commerce Commission to obtain the reasonable 
rates the Interstate Commerce Act prescribes. 

It should also be noted that the Commission on Organization of 
the Executive Branch of the Government considered arguments for 
and against amending the Interstate Commerce Act in a manner 
similar to that proposed in H. R. 525 and concluded not to recom- 
mend amendment. 

The General Services Administrator in the report he is making to 
your committee on this bill sets out in an attachment some pertinent 
reasons for maintaining authority for special Government rates. 
The Secretaries of Defense and Commerce in the reports they are 
making to the Senate Interstate and Foreign Commerce Committee 
oppose enactment of a similar bill, S. 2114. Copies of these two 
reports are enclosed. 

In light of these considerations, the Bureau of the Budget recom- 
mends against enactment of H. R. 525. 

Sincerely yours, 
(Signed) Psercy Rappaport, 
Assistant Director. 





GENERAL Services ADMINISTRATION, 
Washington, D. C., May 1, 1956. 
Re H. R. 525 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: The letter of February 28, 1956, from the 
former Administrator submitted GSA’s comments on H. R. 525, a 
bill to amend section 22 of the Interstate Commerce Act, as amended, 
and for other purposes. 

In that report, it was stated that GSA took no position on whether 
this bill should be enacted. A number of points for consideration 
were listed in the enclosure to the letter based on GSA’s operational 
experience. Since the preparation of that report, additional review 
of these considerations and the other considerations developed by 
Transportation and Public Utilities Service, GSA, have pointed to 
the fact that the repeal of section 22 will adversely affect the opera 











AMEND SECTION 22 OF INTERSTATE COMMERCE ACT 13 


tions of the Federal Government, as a shipper. Accordingly, it is 
desired to supplement our prior report to this extent. 

In the event of hearings by your committee, GSA will desire to 
testify in opposition to the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. FLoeETe, 
Administrator. 





GENERAL Services ADMINISTRATION, 
Washington, D. C., February 28, 1956. 
Re H. R. 525 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear ConGressMAN Priest: Your letter of February 3 requests 
our comments on H. R. 525, a bill to amend section 22 of the Interstate 
Commerce Act, as amended, and for other purposes. 

This bill proposes to delete from the Interstate Commerce Act 
(49 U.S. C. 22), the provision which permits common carriers to trans- 
port property or passengers for the United States, State or municipal 
governments free or at reduced rates. 

The present provision has been in effect for many years and as 
a result the rates on a portion of Government traffic are established by 
the carriers through so-called section 22 quotations rather than by 

ublication in the usual tariffs. The enactment of the proposed legis- 
ation would change this system and would have the effect of requiring 
that all Government traffic be shipped at published tariff rates. 

The interest of GSA in this legislation is based on its responsibility 
to provide traffic management services on Government shipments for 
the use of the executive agencies of the United States (63 Stat. 383; 
40 U.S. C. 481). 

The GSA takes no position as to whether the present system of 
ratemaking on Government traffic should be changed. In order to 
assist your committee, however, in making a determination on this 

uestion, we believe that it is important that your committee have 
the most accurate and factual information available concerning this 
subject matter. Accordingly, there is attached hereto for considera- 
tion a statement relating to this matter compiled on the basis of the 
experience of GSA. 
he attention of your committee is respectfully invited to the report 
of the Presidential Advisory Committee on Transport Policy and Or- 
ganization, issued on April 18, 1955. Its recommendations are incor- 
porated in H. R. 6141 and S. 1920, now pending before the Congress. 

In the event of pag ay, & on this legislation, GSA would cooperate 
with your committee in the event any information is desired. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Cordially yours, 


Epmunp F. Mansure, 
Administrator. 
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POINTS TO BE CONSIDERED IN THE REPEAL OF SECTION 22 OF 
INTERSTATE COMMERCE ACT 


1. Government transportation operations are not comparable with 
those of commercial concerns. The Government with its farflung oper- 
ations and large volume of traffic must often meet emergencies that 
cannot be anticipated. Such action calls for an immediate movement 
of traffic and a subsequent adjustment in rates. Section 22 gives 
flexibility and allows movements of traffic to be made on a few hours’ 
notice with rate adjustments being made retroactively under section 
22. It should be emphasized that Government traffic often moves 
from origins to destinations in large volume where there is no commer- 
cial movement of traffic in existence and therefore only high class rates 
are available for movement of this traffic. 

The rate committees of the carriers are often slow in making their 
decisions. They are allowed to operate free from the antitrust laws 
and establish rates on what they consider to be fair and reasonable 
levels. Often these groups take many months or even years to reach a 
decision. While private industry can plan in advance and obtain 
action from the rate bureaus, often the Government is forced to move 
without the advance information that is available to industry. Sec- 
tion 22 allows Government business to be carried on expeditiously 
and the rate adjustments to be made later. 

2. Repeal of section 22 will increase the cost of Government 
transportation operations. In addition to requiring the taxpayers to 
foot bills on unreasonably high rate levels, there will be a number of 
other increases in Government costs, An increase in personnel will 
be needed in Government transportation organizations to comb care- 
fully all tariffs issued for transportation services—a tremendous job. 
The staffs of regulatory bodies, particularly the Interstate Commerce 
Commission, will also require substantial increases. There will be an 
increase in litigation requiring more legal work and more lawyers 
because most of what was formerly handled by negotiation would 
have to be handled by litigation before regulatory bodies and the 
courts if section 22 is repealed. This cost would fall both on the 
Government and the carriers. Another increased cost would be that 
of publishing tariffs which cost would fall on the carriers. To handle, 
review and file these tariffs would be an added cost to the Government 
as pointed out above. 

3. The present rates made by GSA on Government traffic on the 
whole compare more than favorably with rates paid on similar classifi- 
cation of traffic by commercial shippers. This is borne out by exhibit 
3 of Witness Hudson in ICC Ex Parte No. 192 and exhibits filed in 
the published Senate hearings on S. 906, 83d Congress, 2d session. 
Testimony to the contrary was confined to claims not based on facts. 
Repeated invitations have been given to bring to GSA for considera- 
tion, rates that are unduly low which the carriers wish to have canceled, 
but no response has been made. 

4. There is no unanimity of opinion among the carriers concerning 
the repeal of section 22. Some favor it while others state that it gives 
them an area in which they may operate free from Government regu- 
lation and thereby render the service in which they have a natural 
advantage. 


5. The present attitude generally is to lessen the amount of Gov- 
ernment regulation over business. The repeal of section 22 extends 
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substantially the jurisdiction of regulatory bodies over the business 
of transportation. In view of this, does the Hoover Commission wish 
to deprive the carriers of an area in which they are now free to make 
rates subject to the forces of free competition and render it subject 
to more Government regulation? 

6. Section 22 of the Interstate Commerce Act, under which the 
carriers may give free or reduced rates to the Government, is a purely 
voluntary procedure. There is no requirement that rates be quoted 
under section 22 unless the carriers choose to do so. GSA follows the 
policy of asking only for fair and reasonable rates but, under the 
rulings of the Comptroller General, must accept all reduced rates 
under which adequate service can be rendered. 

7. The Hoover Commission in its efforts to obtain simplification 
of Government operations and reduction of cost will not attain such 
ends by recommending repeal of section 22 which will add to the 
complexity of procedures and increase the burden for the Government 
as a shipper, for the carriers, and for the regulatory bodies. 

8. When the Government alone is the complainant, the ICC has in 
several cases enunciated the policy that no rate adjustment is necessary 
because there is no “commercial necessity” for an adjustment. 

With repeal of section 22, the Government would find it increasingly 
difficult, in view of this announced policy of the Commission, to 
obtain rates comparable to the commercial traffic levels. Quotations 
from the following cases are offered to illustrate the attitude of the 
Commission: 

“«* * * With respect to complainant’s request for alternative rates 
made on basis of column 27.5, minimum, 80,000 pounds, it is sufficient 
to state that there is no showing of commercial necessity or desirability 
for such an adjustment * * *” 

“* * * Also we are not unmindful of the fact that the Federal 
Government is at present the sole shipper of the commodities, but 
that this situation need not necessarily obtain after the termination 
of the present emergency. * * * Our conclusions (to deny repara- 
tions) might well be otherwise if we were considering the complaints 
of numerous shippers, all interested in the same class of traffic. Here 
we have but one shipper (the Government) * * *” (Stimson v. 
Akron, C. & Y. Ry. Co., 262 1. C. C. 418, 423). 

“* * * We have stated that we would not prescribe alternative 
rates and minima in the absence of a showing of a general commercial 
necessity or desirability for such an adjustment” (Stimson v. Akron, 
C. & Y. Ry. Co., 262 I. C. C. 418, 423). 

«“* * * The circumstances and conditions which influenced the 
movement were abnormal and of a transitory nature * * *” (Recon- 
struction Finance Corp. v. Akron, C. & Y. Ry. Co., 287 I. C. C. 353, 
359, 382). 

“* * * The Commission has stated that it will not ordinarily pre- 
scribe alternative rates and minima in the absence of a showing of 
general commercial need for such an adjustment. See Reconstruction 
Finance Corp. v. Akron, C. & Y. Ry. Co. (287 1. C. C. 353, 359), and 
proceedings there cited. No general commercial need for an alter- 
native adjustment on cement is here indicated” (Ul. S. v. Great 
Northern Ry. Co., 293 1. C. C. 341). 


.* * 


wb ** wees @S * 











HINIVERSITY OF MICRIGAN LIBRARIES 





16 AMEND SECTION 22 OF INTERSTATE COMMERCE ACT 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATroRNEY GENERAL, 
Washington, D. C., June 20, 1956. 
Hon. J. Percy Priest, 


Chairman, House Interstate and Foreign 
Commerce Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: It has come to the attention of this Depart- 
ment that your committee is conducting hearings at the present time 
on H. R. 525, a bill designed to pairs. section 22 of the Interstate 
Commerce Act, as amended, and for other purposes. The bill would 
repeal that part of section 22 of the Interstate Commerce Act which 
enables the various Government agencies, particularly the Depart- 
ment of Defense, to negotiate rates for the carriage of Government 
property with the various classes of carriers. 

The Department of Justice has had occasion to study the implica- 
tions of this bill in connection with rather extensive litigation recently 
conducted by the Transportation Section of the Antitrust Division. 
The studies we have made in this connection indicates that the passage 
of this bill will greatly increase the cost of transportation of the 
Government, and in a way that will be inequitable when compared 
with the cost of normal commercial shippers. Studies by the Inter- 
state Commerce Commission indicate that at the present time the 
general level of cost of Government shipping is higher than that of 
normal shippers. This, we understand, is due to the frequent neces- 
sity of the military to ship at class rates in order to perform the military 
mission involved. In addition our investigations have shown that 
regulation of rates for shipments of military property by either Federal 
or State agencies will place a serious burden on the defense effort and 
disrupt the lines of supply in many instances, particularly in times of 
emergency. 

The Department of Justice strongly opposes the enactment of this 
bill. In addition to removing one of the few remaining significant 
elements of competition in the field of transportation ratemaking, by 
abolishing the Government’s privilege of seeking competitive rates 
among carriers of all classes, it is unjustified from the standpoint of 
rate equality between the Government and commercial shippers and 
is directly contrary to the military needs. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
Warren Oxney III, 
Acting Deputy Attorney General. 


O 
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Juy 6, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Roserts, from the Committee on Interstate and Foreign Com- 
merce submitted the following 


REPORT 


[To accompany H. R. 11969] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 11969) to require certain safety devices 
on household refrigerators shipped in interstate commerce, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That it shall be unlawful for any person to introduce or deliver for introduction 
into interstate commerce any household refrigerator manufactured on or after 
the date this section takes effect unless it is equipped with a device, enabling 
the door thereof to be opened from the inside, which conforms with standards 
prescribed pursuant to section 3. 

Sec. 2. Any person who violates the first section of this Act shall be guilty of 
a misdemeanor and shall, upon conviction thereof, be subject to imprisonment 
for not more than one year, or a fine of not more than $1,000, or both. 

Sec. 3. The Secretary of Commerce shall prescribe and publish in the Federal 
Register commercial standards for devices which, when used in or on household 
refrigerators, will enable the doors thereof to be opened easily from the inside; 
and the standards first established under this section shall be so prescribed and 
published not later than 90 days after the date of the enactment of this Act. 

Sec. 4. As used in this Act, the term “interstate commerce’ includes com- 
merce between one State, Territory, ion, the District of Columbia, or the 
Commonwealth of Puerto Rico and another State, Territory, possession, the 
District of Columbia, or the Commonwealth of Puerto Rico. 

Sec. 5. This Act shall take effect on the date of its enactment, except that the 
first section of this Act shall take effect one year after such date of enactment. 


PURPOSE OF LEGISLATION 


The reported bill would make it unlawful for any person to introduce 
or deliver for introduction into interstate commerce any household 
refrigerator (manufactured 1 year or more after the date of enactment 
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of this act) unless such refrigerator is equipped with a device which 
will enable the door thereof to be opened easily from the inside. 
The purpose of the legislation is to minimize, if not entirely eliminate, 
the number of tragic deaths of innocent children entrapped inside 
refrigerators, which have been occurring with increasing frequency in 
recent years. 


NEED FOR LEGISLATION 


From time to time the people of this Nation have been shocked to 
read in the newspapers stories of children who were entrapped inside 
refrigerators and iceboxes and were suffocated to death. In 1952, 
14 such deaths were recorded, and in 1953, 26 deaths were recorded. 
From January 1954 to June 1956, the records show that there were 
at least 33 incidents of suffocation in household refrigerators, involving 
54 children, of whom 39 died. With the number of such deaths 
increasing each year, it is imperative that the Congress enact legislation 
to minimize these deaths insofar as possible. 

The legislation here proposed to attack this problem is to require 
that all household refrigerators hereafter shareelactared and shipped 
in interstate commerce shall be equipped with an effective device which 
will enable a child trapped inside to open the door. 

Some opposition has been expressed to this legislation on the ground 
that most of these tragic accidents have occurred in abandoned 
iceboxes. This fact does not lessen the urgency of this legislation 
because the problem is not confined to abandoned iceboxes. There 
are instances where children have suffocated in refrigerators which 
were being defrosted or otherwise in use. Furthermore, the refriger- 
ators that are being manufactured today may be the coffins of innocent 
children 15 years , See when these refrigerators will be abandoned. 
The Congress should not fail to act now because the effect of this 
legislation cannot be felt immediately. 

No doubt publicity campaigns to make parents alert to the dangers 
of deaths in refrigerators are helpful, but they are inadequate to meet 
the problem. Likewise, State laws and local ordinances forbidding 
the abandonment of these potential death traps, without first removing 
the door or the door latch, are inadequate. The bill here being 
reported is essential to protect the lives of the innocent children of 
this Nation, 

STANDARDS FOR SAFETY DEVICES 


While many of the new refrigerators being sold today already are 
equipped with some type of safety device which will enable one to 
open the door from the inside, the reported bill does not prescribe any 
one device. Rather, it directs the Secretary of Commerce to pre- 
scribe commercial standards for such devices. The National Bureau 
of Standards of the Department of Commerce, with the cooperation 
of the refrigerator manufacturing industry, has been engaged for some 
time in experiments to determine the basic criteria of reasonable 
safety which manufacturers could incorporate in the design of their 
refrigerators for preventing the suffocation of children entrapped in 
refrigerators. 

The committee is confident. that satisfactory criteria can be devel- 
oped which will be effective in saving the lives of children and yet not 
work undue hardship on the refrigerator manufacturing industry. In 
fact, 6 months ago the Department of Commerce advised a subcom- 
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mittee of this committee that substantial accord had already been 
reached between representatives of the refrigerator manufacturing 
industry and the National Bureau of Standards with respect to the 
criteria for such safety devices. 


SECTION-BY-SECTION EXPLANATION OF THE COMMITTEE AMENDMENT 


Section 1 would make it unlawful for any person to introduce or 
deliever for introduction into interstate commerce any household 
refrigerator manufactured 1 year after the date of enactment of this 
act, or thereafter, unless such refrigerator is equipped with a device 
which will enable a person entrapped inside to open the door easily. 

Section 2 provides a penalty for violation of section 1 of this act. 
Upon conviction, a person shall be subject to imprisonment for not 
more thar 1 year or a fine of not more than $1,000, or both. 

Section 3 directs the Secretary of Commerce to prescribe and pub- 
lish in the Federal Register commercial standards for such devices, 
containing the basic criteria of reasonable safety which manufacturers 
of household refrigerators shall incorporate in the design and manu- 
facture of such refrigerators for enabling the doors thereof to be 
opened easily by a person entrapped inside. These standards must 
be initially prescribed and published not later than 90 days after the 
enactment of this act. They could subsequently be modified in the 
ity of experience and the felure development of new or improved 
devices. 

Section 4 contains a definition of “interstate commerce.” 

Section 5 provides for the effective date of this act. 


HEARINGS 


Hearings on this legislation were held on July 20 and 21, 1955, and 
May 28, 1956. These hearings were on H. R. 2181. H. R. 11969 
was introduced as a clean bill to achieve the objectives sought by H. R. 
2181. 

The reports of the executive departments and agencies on H. R. 
2181 are set forth in the appendix to this report. 





APPENDIX 


INTERSTATE COMMERCE COMMISSION, 
Washington, February 17, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear CHarrMan Priest: Your letter of February 5, 1955, addressed 
to the Chairman of the Commission and requesting comments on a 
bill (H. R. 2181) introduced by Congressman Roberts, to require 
safety closing devices on the doors of household refrigerators shipped 
in interstate commerce, has been referred to our committee on legis- 
lation and rules. After careful consideration by that committee, 
I am authorized to submit the following comments in its behalf: 

This bill would make it unlawful for any person to introduce or 
deliver for introduction into interstate commerce any household 
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refrigerator not equipped with a door-closing device which enables 
it to be opened from the inside. 

The broad objective of the bill is not related to the jurisdiction of 
the Interstate Commerce Commission, and for that reason we are not 
in & position to express an opinion with respect to its merits. Our 
interest in a measure of this kind extends only to its possible effect on 
agencies of transportation subject to our regulatory powers. 

Since the prohibition of the bill would apply only to the introduction 
or delivery for introduction into interstate commerce of such refrig- 
erators, and would not cover the receipt and transportation thereof, 
it is presumed that the bill is not intended to be applicable to carriers 
subject to the Interstate Commerce Act, which are usually specifically 
exempted in such measures. We believe, however, that under certain 
circumstances interstate carriers might be considered as coming within 
the bill’s prohibition. We suggest, therefore, that a new provision 
be added, either as a proviso at the end of the first section or as a new 
section, providing that the act shall not apply to any common carrier, 
contract carrier, or freight forwarded with respect to any such house- 
hold refrigerator introduced or delivered for introduction in interstate 
commerce in the ordinary course of business. 

Respectfully submitted, 

Ricwarp F. Mircueni, 

Howarp G, Fras, 

Kennetu H. Tuaa.e, 
Chairman, Committee on Legislation and Rules. 





Executive Orrick OF THE PRESIDENT, 
BurEAv OF THE BupGeET, 
Washington, D. C., February 23, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, New House Office Building, 
Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
February 5, 1955, requesting the views of this office with respect to 
H. R. 2181, a bill to require safety closing devices on the doors of 
household refrigerators shipped in interstate commerce. 

The Bureau of the Budget believes that improvement of safety 
closing devices on the doors of household refrigerators could be 
handled adequately without Federal legislation. As for abandoned 
refrigerators, local police action can effectively handle the problem. 
The Bureau, therefore, recommends against enactment of H. R. 2181. 

Sincerely yours, 
Haroitp PEARSON, 
Assistant Director, 
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DEPARTMENT OF JUSTICE, 


March 2, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CnrarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (CH. R. 2181) 
to require safety closing devices on the doors of household refrigerators 
by in interstate commerce. 

e bill would make it unlawful to introduce or deliver for intro- 
duction into interstate commerce any household refrigerator unless 
the door of such refrigerator is equipped with a door-closing device 
enabling it to be opened from the inside. Violations of the measure 
would be punishable by imprisonment for not more than 1 year or 
fine of not more than $1,000, or both. 

Whether the bill should be enacted involves a question of policy 
concerning which this Department prefers to make no recommenda- 
tion. It is believed, however, that the bill should be clarified in 
certain respects. 

There would appear to be some question as to the advisability of 
using the term “door-closing device” since such a device ordinarily 
relates to the closing of a door, rather than to a safety device on the 
inside which would enable the door to be easily opened. It would 
seem preferable to use the term “latch” or “inside latch.” 

Also, it is suggested that the bill should contain a definition of the 
term “househo refrigerator.” 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report. 

Sincerely, 
WituiaM P. Rogers, 
Deputy Attorney General. 





Tue Secretary or CoMMERCE, 
Washington, July 18, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in reply to your letter dated Febru- 
ary 5, 1955, requesting the views of this Department with respect to 
H. R. 2181, a bill to require safety closing devices on the doors of 
household refrigerators shipped in interstate commerce. 

We recommend against enactment of this bill. 

This bill is similar in purpose to S. 2876 and S. 2891 of the 83d Con- 
gress, which were the subject of hearings before a subcommittee of 
the Senate Committee on Interstate and Foreign Commerce during 
the preceding session. As a result of those hearings Senate Resolution 
272 was introduced, which contained findings, inter alia, that the 
hearings failed to establish the existence of a device which would pro- 
vide a proper seal for a modern refrigerator door and which would also 
allow the door to be opened easily by a small child. It was concluded 
that it would seem wise for Congress to await the invention of such a 
device before enacting legislation on the subject. This resolution was 
adopted by the Senate on July 7, 1954. 
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We know of no change in the state of the art which would warrant 
a different conclusion from that contained in Senate Resolution 272. 

In addition, we believe the bill if enacted into law would give rise 
to certain other problems. For example, household refrigerators are 
not defined, and might or might not be taken to include home-freezers 
to which they bear a resemblance. The problem of providing ade- 
quate closures for freezers and refrigerators appears to be somewhat 

ifferent, and there seems to be no assurance that a safety device, if 

developed, which would perform satisfactorily on refrigerators would 
do the same for freezers. In view of the fact that freezers represent a 
comparable hazard to small children we think it would be unfortunate 
if an impression were created that all new appliances of this general 
class were equipped with safety devices. On the other hand, in view 
of the existence of the mechanical problem we would also consider 
it unsatisfactory if a conclusion were reached that the two types of 
appliances were both subject to the bill. 

Ve have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this letter. 

Sincerely yours, 
Sinctarrk WEEKs, 
Secretary of Commerce. 





Hovusr or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C., July 30, 1955. 
Hon. Stncuarr WEEks, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 

Dear Mr. Secrerary: The Special Subcommittee on Health and 
Science of the Committee on Interstate and Foreign Commerce has 
voted to report to the entire committee H. R. 2181, introduced by 
our colleague Mr. Roberts, of Alabama, with the recommendation 
that the bill be favorably reported to the House. This bill would 
require the installation of safety devices on household refrigerators 
shipped in interstate commerce so as to enable a person to open the 
doors from the inside. Its purpose is to reduce, if not eliminate 
entirely, the number of tragic deaths of children caught inside refrig- 
erators which events have been occurring with increasing frequency. 

Hearings on H. R. 2181 were held on July 20 and 21, 1955. Mr. 
Carl F. Oeschle, Deputy Assistant Secretary for Domestic Affairs of 
the Department of Commerce, and several industry witnesses testi- 
fied with respect to this bill. The subcommittee was so favorably 
impressed with the testimony of the industry witnesses, to the effect 
that every effort was being made to perfect a satisfactory safety device 
that would enable a person to open a refrigerator or icebox from the 
inside, that it has decided not to press for entire committee action on 
this bill until the next session of the Congress. 

However, the subcommittee has expressed the earnest desire that 
during the adjournment period, all parties concerned shall work 
cooperatively with the National Bureau of Standards in a determined 
effort to obtain a solution to this problem in order to prevent a need- 
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less loss of life of the children of this Nation. The subcommittee 
expects that the industry and the National Bureau of Standards will 
be ready to submit a progress report in January 1956, with their 
recommendation for further action. It is my understanding that Mr. 
Leslie D. Price, manager, engineering and safety regulations fapettr 
ment of the National Electrical Manufacturers Association of 155 
East 44th Street, New York, N. Y., will serve as contact man for the 
industry concerned with this problem. 

Our committee trusts that you will give this subject your active 
support. 

Sincerely yours, 
F. Ertet CAry.e, 
Chairman, Special Subcommiitee on Health and Science. 





DEPARTMENT OF COMMERCE, 
Orrice oF THE GENERAL COUNSEL, 
Washington, D. C., December 30, 1955. 
Hon. F. Erter Carty ep, 
Chairman, Special Subcommittee on Health and Science, 
Committee on Interstate and Foreign Commerce 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrmMan: This letter is in further reply to your letter 
of July 30, 1955, to the Secretary of Commerce. In that letter you 
describe the active interest of the Committee on Interstate and 
Foreign Commerce, and of the Special Subcommittee on Health and 
Science, in action necessary to minimize the hazard to small children 
from confinement in iceboxes and refrigerators. 

As is indicated in your letter, the Department of Commerce, through 
its National Bureau of Standards, is assisting industry in the develop- 
ment of criteria to which devices allowing escape of confined children 
should conform. 

In accordance with your letter and with suggestions made by your 
special subcommittee during the hearings on if. R. 2181 in late July 
1955, officials of NBS and of the National Electrical Manufacturers’ 
Association discussed and undertook independent consideration of the 
problem, subsequently conferred in Washington, and have, as a result, 
jointly drafted a set of criteria establishing minimum performances of 
devices which will minimize the risk created by these cooling devices. 

The Children’s Bureau of the Department of Health, Education, 
and Welfare has cooperated in a study to determine the force which 
children between the ages of 2 to 5 could exert under conditions such 
as would face a child confined to an icebox. Such figures were not 
available elsewhere. 

Substantial accord has been reached between representatives of 
industry and of NBS with respect to the criteria. It is expected that 
tentative criteria will be issued either today or tomorrow to assure 
that interested parties may comment thereon. This phase of develop- 
ment is most important as it will enable anyone with an interest in 
the field to point out if the criteria are unwarrantedly narrow or so 
restrictive as to preclude devices which may be proved effective in 
accomplishing our purposes. 
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8 REQUIRE SAFETY DEVICES ON HOUSEHOLD REFRIGERATORS 


Tt was indicated in your letter of July 30, 1955, that a progress 
report was expected in January 1956. Please consider this letter as 
such a report. It is expected that NBS and NEMA will, in the near 
future, prepare a joint report of action taken, together with documents 

developed Hote ear or which will be forwarded to you at that time. 
Sincerely yours, 
Harotp B. Corwrn, 
Deputy General Counsel. 











841TH CoNGREsS } HOUSE OF REPRESENTATIVES Report 
2d Session | No. 2635 





TO AUTHORIZE THE CONSTRUCTION OF CERTAIN WORKS 
OF IMPROVEMENT IN THE NIAGARA RIVER FOR POWER 
AND OTHER PURPOSES 





Juty 6, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Buartnik, from the Committee on Public Works, submitted the 
following 


REPORT 


together with 
MINORITY VIEWS 


(To accompany H. R. 11477] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 11477) to authorize the construction of certain works of im- 
provement in the Niagara River for power and other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of the bill, H. R. 11477, is to preserve and enhance the 
beauty of the Niagara Falls, to authorize the development of hydro- 
electric power on the Niagara River at Niagara Falls, N. Y., by 
utilization of the United States share of that amount of water made 
available for redevelopment under the terms of the 1950 treaty 
between the United States and Canada. This authorization would be 
accomplished under the provisions of the reported bill by directing the 
Federal Power Commission to issue a license to the New York Power 
Authority, an instrumentality of the State of New York, for construc- 
tion and operation of the project, in accordance with existing general 
laws of the United States, and with other special conditions relating 
to disposition of the power therefrom to be included in the license, 
such authorization to constitute compliance with the reservation 
placed in the treaty of 1950. The project would be financed by the 
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2 CONSTRUCT CERTAIN WORKS IN NIAGARA RIVER 


New York Power Authority without aid or assistance from the 
Federal Government, including the United States share of the cost of 
the remedial works. ne 


NATURE OF MAJORITY REPORT 


This is a majority report in support of the bill, H. R. 11477, which 
a majority of the committee voted to report favorably to the House. 
This report does not include the opinions of those members who have 
hearse the right to express their separate views in the minority 
report. 


BILLS BEFORE COMMITTEE 


Since the submission to the Senate, and the subsequent approval 
and ratification of the Niagara Treaty between the United States and 
Canada in 1950, various bills have been introduced in each Congress 
containing different proposals for the redevelopment of the waters 
of the Niagara River at Niagara Falls for power purposes. In the 
84th Congress, six bills on this subject were considered by the Com- 
mittee on Public Works. A brief summary of the legislation is as 
follows: 

H. R. 142, introduced by Representative Miller of New York, and 
H. R. 420, introduced by Representative Dondero, the purposes of 
which are substantially the same, declare it to be the policy of Congress 
to preserve and enhance the scenic beauty of Niagara Falls, to further 
national security, and to assure development of low-cost electric power 
by the private utility companies. The bills authorize and direct the 
Federal Power Commission to issue a license for power development 
of Niagara River to citizens of the United States, any association of 
such citizens, or any corporation, with preference to be given to the 
applicant most able to proceed promptly. The licensee shall give 
preference to the Department fi Defense for supplying power for 
national security, and pay for remedial works to preserve the scenic 
beauty of the falls. The ascites would include all the other applicable 
provisions of the Federal Power Act. Tie Federal Power Commission 
would make arrangements, if necessary, to apportion power equitably 
among States witain economic transmission distance. 

H. R. 5706, introduced by Representative Buckley. provides for the 
development of project power with the licensee to be designated 
pursuant to the provisions of the Federal Power Act. Certain prefer- 
ences are enumerated, also the cost of the remedial works as well as 
the cost of the scenic drive and park are project costs to be borne by 
the licensee. 

H. R. 5377, introduced by Representative Radwan, authorizes the 
immediate construction of works of improvement on the Niagara 
River for power purposes. The project would be constructed by 
the Corps of Engineers in accordance with plans of the Bureau of 
Power of the Federal Power Commission contained in a report dated 
September 28, 1949. Upon completion of the project, the Congress 
would determine the disposition of the project power. Whoever is 
granted the right to dispose of the power would, if they obtained title 
to the project, be required to pay to the United States the full cost 
of the construction of the project. 

H. R. 8109 and H. R. 5878, introduced by Representative Buckley 
and Representative Davidson, respectively, which are companion 
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bills to that introduced by Senator Lehman, S. 1823, provide for the 
development of the project by the New York State Power Authority 
and are similar in most respects to the bill, H. R. 11477, which is 
herein reported favorably by the committee. 

After the bill, S. 1823, introduced by Senator Lehman, was amended 
and passed by the Senate, Representative Buckley introduced H. R. 
11477, to conform to the amended Senate bill. i R. 11477 recog- 
nizes that the primary purpose of the 1950 treaty was to preserve 
and enhance the scenic beauty of the Niagara Falls by controlling 
the water at that point and that only the excess water could be diverted 
for power purposes. 

With respect to the water available for power purposes, the reported 
bill authorizes construction of power facilities for utilization of the 
United States share of the waters of Niagara River in compliance with 
the reservation contained in the treaty between the United States and 
Canada, and in accordance with existing general laws of the United 
States. The bill authorizes and directs the Federal Power Commission 
to issue a license to the New York Power Authority for construction 
and operation of a project for power development of Niagara River, 
subject to the terms deemed necessary and required under the Federal 
Power Act, and including specific licensing conditions as follows: 

1. In contracting for the disposition of project power, the New 
York Power Authority will give preference to public and nonprofit 
agencies, including rural electric cooperatives, and defense agencies of 
the United States, and make flexible arrangements in its contracts 
with private utility companies for withdrawal of sufficient power to 
meet the future needs of preference customers. 

2. The use of such transmission lines as are necessary to make 
power and energy available to privately owned companies, preference 
customers, or neighboring States at reasonable rates, shall be arranged 
by contract or acquired by lease, purchase, or construction. 

3. Provisions shall be included to make a reasonable share of the 
power available to neighboring States, within economic transmission 
distance, the Federal Power Commission to determine the applicable 
portion of such power available in event of disagreement. 

4. Power shall be sold and distributed primarily for the benefit of 
the people, particularly domestic and rural consumers, at the lowest 
possible cost and to enco the widest possible use. 

5. If power is sold for resale, provisions shall be made for establish- 
ing resale rates approved by the licensee, consistent with (4) above. 

6. In cooperation with the appropriate agency of the State of New 
York concerned with development of parks, the licensee shall con- 
struct a scenic drive and park on the American side of the Niagara 
River near Niagara Falls, pursuant to a plan approved by the Federal 
Power Commission, the cost of such drive and park up to a maximum 
of $15 million to be borne by the power project and considered a part 
of the licensee’s net investment in said project. 

7. The licensee shall pay to the United States and include in its 
net investment in the project the United States share of the cost of 
the construction of the remedial works to be undertaken in accordance 
with article II of the 1950 treaty, whenever such remedial works are 
constructed by the United States. 

The license issued shall be in conformance with the Rules of Practice 
and Procedure of the Federal Power Commission, but in the event of 
any conflict, the provisions of H. R. 11477 shall govern. 
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TREATY BETWEEN THE UNITED STATES OF AMERICA 
AND CANADA CONCERNING USES OF THE WATERS OF 
THE NIAGARA RIVER 


The United States of America and Canada, recognizing 
their primary obligation to preserve and enhance the scenic 
beauty of the Niagara Falls and River and, consistent with 
that obligation, their common interest in providing for the 
most beneficial use of the waters of that River, 

Considering that the quantity of water which may be di- 
verted from the Niagara River for power purposes is at. pres- 
ent fixed by Article V of the treaty with respect to the bound- 
ary waters between the United States of America and 
Canada, signed at Washington, January 11, 1909, between the 
United States of America and Great Britain, and by notes 
exchanged between the Government of the United States of 
America and the Government of Canada in 1940, 1941, and 
1948, authorizing for emergency purposes temporary addi- 
tional diversions, 

Recognizing that the supply of low-cost power in north- 
eastern United States and southeastern Canada is now in- 
sufficient to meet existing and potential requirements and 
considering that the water resources of the Niagara River 
may be more fully and efficiently used than is now permitted 
by international agreement, 

Desiring to avoid a continuing waste of a great natural 
resource and to make it possible for the United States of 
America and Canada to develop, for the benefit of their 
respective peoples, equal shares of the waters of the Niagara 
River available for power purposes, and, 

Realizing that any redevelopment of the Niagara River 
for power in the United States of America and Canada is 
not advisable until the total diversion of water which may 
be made available for power purposes is authorized perma- 
nently and any restrictions on the use thereof are agreed 
upon, 

Have resolved to conclude a treaty in furtherance of these 
ends and for that purpose have appointed as their pleni- 
potentiaries: 

The United States of America: 
Dean Acheson, Secretary of State of the United 
States of America, 
and 


Canada: 


H. H. Wrong, Ambassador Extraordinary and 
Plenipotentiary of Canada to the United States of 
America, 

Who, after having communicated to one another their 


full powers, found in good and due form, have agreed upon 
the following articles: 
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ARTICLE I 


This Treaty shall terminate the third, fourth, and fifth 
a of Article V of the treaty between the United 

tates of America and Great Britain relating to boundary 
waters and questions arising between the United States of 
America and Canada dated January 11, 1909, and the pro- 
visions embodied in the notes exchanged between the Govern- 
ment of the United States of America and the Government of 
Canada at Washington on May 20, 1941, October 27, 1941, 
November 27, 1941, and December 23, 1948, regarding tem- 
porary diversions of water of the Niagara River for power 
purposes. 

ARTICLE It 


The United States of America and Canada agree to com- 
plete in accordance with the objectives envisaged in the final 
report submitted to the United States of America and 
Canada on December 11, 1929, by the Special International 
Niagara Board, the remedial works which are necessary to 
enhance the beauty of the Falls by distributing the waters so 
as to produce an unbroken crestline on the Falls. The United 
States of America and Canada shall request the International 
Joint Commission to make recommendations as to the nature 
and design of such remedial works and the allocation of the 
task of construction as between the United States of America 
and Canada. Upon approval by the United States of 
America and Canada of such recommendations the construc- 
tion shall be undertaken pursuant thereto under the super- 
vision of the International Joint Commission and shall be 
completed within four years after the date upon which the 
United States of America and Canada shall have approved 
the said recommendations. The total cost of the works shall 
be divided equally between the United States of America 
and Canada. 


ARTICLE Iil 


The amount of water which shall be available for the pur- 
poses included in Articles LV and V of this Treaty shall be the 
total outflow from Lake Erie to the Welland Canal and the 
Niagara River (including the Black Rock Canal) less the 
amount of water used and necessary for domestic and sanitary 
purposes and for the services of canals for ie: pacbonee of 
navigation. Waters which are being diver into the 


natural drainage of the Great Lakes System through the 
existing Long Lac—Ogoki works shall continue to be governed 
by the notes exchanged between the Government of the 

nited States of America and the Government of Canada at 
Washington on October 14 and 31 and November 7, 1940, 
and shall not be included in the waters allocated under the 
provisions of this Treaty. 
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ARTICLE IV 


In order to reserve sufficient amounts of water in the 
Niagara River for scenie purposes, no diversions of the water 
specified in Article III of this Treaty shall be made for power 

urposes which will reduce the flow over Niagara Falls to 
ess than one hundred thousand cubic feet per second each 
day between the hours of eight a. m., E. S. T., and ten p. m., 
E. S. T., during the period of each year beginning April 1 
and ending September 15, both dates inclusive, or to less 
than one hundred thousand cubic feet per second each day 
between the hours of eight a. m., E. S. T., and eight p. m., 
E.S. T., during the period of each year beginning September 
16 and ending October 31, both dates inclusive, or to less 
than fifty thousand cubic feet per second at any other time; 
the minimum rate of fifty thousand cubic feet per second 
to be increased when additional water is required for flushing 
ice above the Falls or through the rapids below the Falls. 
No diversion of the amounts of water, specified in this 
Article to flow over the Falls, shall be made for power pur- 
poses between the Falls and Lake Ontario. 


ARTICLE V 


All water specified in Article III of this Treaty in excess of 


water reserved for scenic purposes in Article [IV may be 
diverted for power purposes. 


ARTICLE VI 


_The waters made available for power purposes by the pro- 
visions of this Treaty shall be divided equally between the 
United States of America and Canada. 


ARTICLE VII 


The United States of America and Canada shall each 
designate a representative who, acting jointly, shall ascertain 
and determine the amounts of water available for the pur- 
poses of this Treaty, and shall record the same, and shall 
also record the amounts of water used for power diversions. 


ARTICLE VIII 


Until such time as there are facilities in the territory of one 
party to use its full share of the diversions of water for power 
purposes agreed upon in this Treaty, the other party may use 
the | roca of that share for the use of which facilities are not 
available. 


ARTICLE IX 


Neither party shall be responsible for physical injury or 
damage to persons or property in the territory of the other 


which may be caused by any act authorized or provided for by 
this Treaty. 
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ARTICLE X 


This Treaty shall be ratified and the instruments of ratifi- 
cation thereof exchanged at Ottawa. The Treaty shall come 
into force upon the date of the exchange of ratifications and 
continue in force for a penn of fifty years and thereafter 
until one year from the day on which either party shall give 
bs to the other party of its intention of terminating the 

reaty. 

In witness whereof, the undersigned plenipotentiaries have 
signed this Treaty. 

Done in duplicate at Washington this twenty-seventh day 
of February, 1950. 

For the United States of America: 

Dean ACHESON 

For Canada: 

H. H. Wrone 


The United States Senate ratified the Niagara River Treaty on 
August 9, 1950, and in its resolution of ratification provided as follows: 


The United States on its part expressly reserves the right to 
provide by Act of Congress for redevelopment, for the public 
use, and benefit, of the United States share of the waters of 
the Niagara River made available by the provisions of the 
treaty, and no project for redevelopment of the United 
States share of such waters shall be undertaken until it is 
specifically authorized by Act of Congress. 


This reservation was adopted pursuant to the recommendation in 
the report of the Senate Committee on Foreign Relations. The 
committee recommended that the Congress, instead of the Federal 
Power Commission under the Federal Power Act, decide what method 
of additional development is in the best public interest. Accordingly, 
the Congress is now called upon to make the decision. 


COMMITTEE HEARINGS 


The Committee on Public Works held ae on H. R. 142, H. R. 
420, H. R. 5377, H. R. 5706 and H. R. 5878 on June 8, 9 and 10, 1955, 
at which from 20 to 24 Members were in attendance each day. At 
these hearings testimony was received orally or in written form from 
Senators, Members of the House of Representatives, the executive 
departments, representatives of the Governor of the State of New 
York, the chairman of the New York Power Authority, city and 
county officials, representatives of farm, labor, and citizen groups, 
private power companies and rural electric cooperatives. The com- 
mittee held a further hearing during the morning and afternoon of 
June 28, 1956, at which testimony was received from representatives 
of the New York State Power Authority and the Niagara Mohawk 
Power Co. with respect to the provisions of H. R. 11477 and S. 1823. 

These witnesses expressed their views with regard to the bills before 
the committee. All of them agreed that there is urgent need for early 
development of additional power at Niagara Falls, to prevent the 
waste of water now going over the falls and to utilize the portion of 
such water allocated to the United States by the treaty. Informa- 
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tion was presented on the need for power in the northeastern region 
of the United States, and the high power rates that now exist in the 
area. 

It was estimated that about 95 percent of the consumers of electric 
energy in New York State are now served by privately owned utilities 
and that a large portion of the rural areas are served by those utilities. 
Information was received that the New York Power Authority is 
ready and financially able to develop the project and the power 
facilities without further delay. 


EMERGENCY 


S. 1823 was approved in the Senate May 16, 1956, and since that time 
the Schoellkopf hydroelectric plant. below the Falls, owned and oper- 
ated by the Niagara Mohawk Power Co., and the only development 
of its kind on the American side of the Niagara River, was destroyed 
in an accident caused by a rockslide. 

During the evening of June 7, 1956, a rock slide started at the 
Schoellkopf station. "The powerhouse was crushed under the impact 
of the falling rock and was pushed into the Niagara Gorge. This was 
the principal plant of the company with a capacity of about 360,000 
kilowatts of power which could be turned out 24 hours a day, because 
of the regular flow of the water from the river. The company has a 
50-year license from the Federal Power Commission expiring in 1971 
which permits it to take 20,000 cubic feet per sical of water to 
generate power, but now, due to the loss of the plant, the company is 
unable to utilize this water for power purposes, The committee was 
informed that the cost of constructing a new plant might exceed 
$100 million. Rather than the Niagara Mohawk Co. constructing 
a new Levy the representatives of both the New York Power Author- 
ity and the Niagara Mohawk Power Co. informed the committee that 
they would work out a satisfactory ¥ ng whereby the Power 
Authority would develop the project and sell to the company the power 
produced by 20,000 cubic feet per second of water at the same rates 
as comparable companies would pay for power sold to them. The 
committee strongly favors such an agreement to assure that all of the 
persons affected by the destruction of the Schoellkopf plant will not 
suffer any greater loss. 

In order to continue its operation and furnish power to industries 
and residents in the Niagara area, the company has been compelled 
to buy replacement power from the Canadian plants in Ontario and 
other private utility companies in the area. This arrangement has 
necessarily resulted in increased costs to the company and its con- 
sumers. 

The chairman of the New York Power Authority and his represent- 
atives also informed the committee that in view of the fact the real 
property taxes paid on the Schoellkopf plant to the city of Niagara 

alls constituted upward of 15 percent of all the taxes that city col- 
lects annually, the authority would use its best offices to obtain 
emergency State legislation to make payments to that city in lieu of 
taxes lost by the Schoellkopf plant destruction. Such payments 
would be made in decreasing amounts annually while new industry is 
being developed as a result of the additional available power to take 
the place of the lost tax base and while other adjustments are being 
made by the city of Niagara Falls. 
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The committee believes that development of the Niagara power 
project by the New York Power Authority is a constructive solution 
to these emergency situations. 


DETAILS OF THE PROJECT 


Location.—The Niagara River is a navigable boundary stream about 
36 miles long, extending between Lake Erie and Lake Ontario. Ni- 
agara Falls is about 22 miles below Buffalo and Lake Erie. 

Deseription.—The river, draining four of the Great Lakes, has a 
large and fairly uniform flow. For 22 miles below Buffalo the river 
—— 10 feet to the head of the cascades. The cascades drop about 
60 feet in 1 mile, where they are divided into 2 channels by Goat 
Island and lead to the American and Horseshoe Falls before plunging 
160 feet into the Maid-of-the-Mist Pool. The river then flows north- 
ward in a narrow gorge between vertical cliffs 300 feet high, and falling 
about 100 feet in 6 miles. 

Existing power development.—The first large-scale hydroelectric 
power development in the United States was undertaken at Niagara’ 
= 50 years ago. The present development consists of the following 
plants: 











Plant Installed Date com- 
capacity pleted 
American side: Kilowatts 
ag th a ele BRIE 4 EE DD Geel UE RE a8 BROS PO Ae 365, 000 1903-24 
IIE, .. sks chensninnnteusadonpanandmnneihdd UbG dank ehhh ad bhbibbien 80, 000 1895-1904 
co WES SoS Re BEET Be ot TET OTE MORAL BR RS a 445, 000 
Canadian side 
ONG atthe ha. wk den ddd ddd ke ddbsbitiadaddddveuiidenad) bbedabseubes 80, 000 1902 
eee RR I TT IE EE ET RL CS BE? EB 108, 000 
ol ee eT Ee CRE REST NOGS U8 cee PAS BOSE Ea es 138, 000 
Sir Adam Beck No. 1. ...-.. St FE PS SEONG SCT OR 373, 000 1930 
| REE AR RFRA ET.” 7S ce eee Sy A PC a 609, 000 











1 Seriously damaged on June 7, 1956, 


Treaty of 1950.—The United States and Canada ratified the 
Boundary Waters Treaty of 1909, which permitted permanent diver- 
sion of water for power purposes from the Niagara River above the 
falls, 20,000 cubic feet per second to the United States and 36,000 
cubic feet per second to Canada. The two Governments negotiated 
and ratified a treaty in 1950 governing the uses of water for power 

urposes. That treat mah that no diversions for power shall 
e made which will reduce the flow over the falls to less than 100,000 
cubic feet per second each day between the hours of 8 a. m. and 10 
p. m., from April 1 to September 15, and between 8 a. m. and 8 p. m. 
rom September 16 to October 31, or to less than 50,000 cubic feet 
per second at any other time. The water to be diverted for power 
purpoeds under the treaty, amounting to an average of 130,000 cubic 
eet per second, is to be divided equally between the two Governments. 
Under this treaty the diversions for power purposes would be from 
44,000 to 210,000 cubic feet per second depending on the river flow, 
the time of year, and the time of day. 


90015°—57 H. Rept., 84-2, vol. 459 
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The 1950 treaty contained a reservation: 


The United States on its part pep en od reserves the right 
to provide by act of Congress, for development, and for the 
public use and benefit, of the United States share of the 
waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the 
United States share of such waters shall be undertaken until 
it be specifically authorized by act of Congress. 


In accordance with this reservation, Congress must pass legislation 
before a private power company, State, or individual can be issued a 
license or permit by the Federal Power Commission to construct and 
develop a power project for vse of the waters made available to the 
United States under the terms of the treaty. 

Remedial works.—The treaty of 1950, consistent with one of its 
purposes of providing for the preservation and enhancement of the 
beauty of Niagara Falls, requires the construction and completion 
of certain remedial works which are necessary to preserve the falls, 
which have been in a gradual process of erosion, especially on the 
American side. These works would consist of construction of a sub- 
merged weir upstream from the head of Goat Island to raise the 
level of the Grass Island Pool and to redistribute the water so as to 
produce an unbroken crestline of the falls, to cover the flanks of the 
Horseshoe Falls, and increase the flow over the American Falls. 
These works have been under construction as a Federal project since 
1951, and Federal appropriations, under the authorization of the 
treaty, have been regularly made therefor. 

Plan of development.—The Corps of Engineers, the Federal Power 
Commission, and the New York Power Authority have been engaged 
in studies of plans to develop the additional power at Niagara. Fur- 
therance of these studies was authorized by resolution dated June 5, 
1951, of the Senate Committee on Public Works. The proposed 
developments are: 

(1) An intake structure for diversion in the vicinity of Conners 
Island, about 2.8 miles above the falls, from which water would be 
carried through conduits for a distance of about 5 miles to a power- 
plant below the falls at Lewiston, having an installed capacity of 

about 1,500,000 kilowatts. The power head would be about 314 feet. 

(2) A pump-storage plant at the top of the Niagara escarpment 
0.8 mile east of Lewiston, where water would be pumped during the 
night hours to a reservoir with surface area of 850 acres and a storage 
capacity of 22,000 acre-feet, to be used for generating electric power 
during the high-load hours of the day. The installed capacity would 
be 130,000 kilowatts. 

(3) The recapture of the discharge from the damaged Schoellkopf 
plant below the falls, to be carried through a tanfiel about 3 miles to 


the Lewiston plant, where an installation of about 120,000 kilowatts 
would operate on a head of a little less than 100 feet. 
The entire average annual energy output from the three installations 
Moho kilowatts) would be approximately 9.1 billion kilowatt- 
ours. 
Estimated cost—The estimated cost of the proposed project is 
about $405 million using closed conduits for conducting water from 
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Conners Island to Lewiston. The cost of constructing the remedial 
ne is $17,100,000, divided equally between the United States and 
anada. 

Canadian development.—Immediately after ratification of the treaty 
of 1950, the Canadian Government, through the Hydroelectric Power 
Commission of Ontario, initiated construction on the Sir Adam Beck 
No. 2 development on the Canadian side with an installation of 
1,375,000 kilowatts of geensing capacity, of which about one-half 
is already in service and additional capacity is being placed in opera- 
tion from time to time. These facilities will utilize more than the 
Canadian share of the water. Under the terms of article VIII of the 
treaty it is provided that: 


Until such time as there are facilities in the territory of one 
party to use its full share of the diversion of water for power 
purposes agreed upon in this treaty, the other party may use 
the | eT of that share for the use of which facilities are not 
available. 


Canada has already used almost three times the flow used on the 
United States side for power development, and will continue to do so 
Fs redevelopment will permit use of the United States half of the 
flow. 

Three of the plants utilizing Niagara water in Canada, 2 above and 
1 immediately below the falls, operate at less than the full head 
available from the falls and rapids, are obsolescent, and no longer 
efficient. After completion of the plants on the American side, these 
plants will be retired or used for standby or for voltage regulation 
purposes. 

Benefits.— The electric power that can be produced at Niagara 
Falls is urgently needed in the northeastern United States, and this 
power can be produced at a cost far below the cost of generations by 
any other means, probably at less cost than any other power in the 
United States. It is estimated that by 1960 there would be a demand 
in the Niagara area alone of 1,500,000 additional kilowatts, and an 
additional need for 1,600,000 kilowatts in Ohio and Pennsylvania 
within economic transmission distance of the Niagara site. The 
economic ratio for the Niagara project is about 2 to 1. 


GENERAL STATEMENT 


As to the economic feasibility and the desirability of developing the 
full power potential of the Niagara River, the committee is convinced, 
and in fact there is no difference of opinion. The committee is further 
convinced that the unique Niagara Falls hydroelectric resource should 
be utilized under the long-established congressional power policy in a 
manner to assure lower electric bills to consumers throughout the 
Northeast. 

Before the Niagara power can be developed in any way legislative 
action is necessary because of the reservation which the Senate at- 
tached to its ratification of the Niagara Water Treaty, retaining the 
jurisdiction of Congress over the manner of development of this 
resource. The Senate, under the terms of the reservation, reserved to 
Con the final disposition of this hydroelectric resource. 

ere is no controversy as to the most desirable engineering plan 
of development. - Plans have been developed for the proposed project 
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by cooperation among the Bureau of Power of the Federal Power Com- 
mission, the Corps of Engineers, the New York Power Authority, and 
the Niagara Mohawk Power Co. Clarification of certain points in 
connection with the project, or modifications considered necessary, 
may be determined by the Federal Power Commission in their study 
and analysis of the application for a license. 

The committee gave careful consideration to the bills before it and 
to the testimony and arguments advanced in favor of each. In view 
of all the evidence, argument and testimony and, because this presently 
wasted waterpower is badly needed in the northeastern part of the 
United States, the committee approved H. R. 11477. 

The committee feels that the bills, H. R. 142 and H. R. 420 un- 
justifiably reverse a national policy of half a century by. turning over 
to a private corporate monopoly a major public resource whose 
benefits belong to all the people. The Niagara project provides an 
instance in which a public entity, the New York ower Authority, is 
willing and eager to develop this resource in the public interest and 
for the sublio hens, without cost to the Federal Government. No 
particular enterprise on the part of private capital is required for 
this development. No risk is involved. Its extreme profitability is 
assured in advance. The cost figures are established. 

The capital for this project would be supplied, in any case, by 
individual private investors, in the one case, te buying the revenue 
bonds of the State Power Authority, and in the other case by pur- 
chasing the stocks or bonds of the private utility corporations. But 
in the latter case, the consumers would be required to pay for the use 
of their own resource, the large extra cost of private corporate financ- 
ing. corporate expenses and profits, and corporate taxation. 

inally, the bill, H. R. 420 proposes, in effect, to make a completely 
unjustified exception to that provision of the Federal Power Act, 
section 7, as quoted herein, which assures to public agencies a priority 
and preference over private applicants in securing a license for the 
development of the hydroelectric potential at any particular site. 

Under the Federal Power Act, State and municipal agencies are 
entitled to preference as applicants for licenses, provided their plans 
for development are as well adapted in the public interest as the plans 
of —— applicants. 

he committee recommends in conformity with the intent of the 
Federal Power Act, that legislation be enacted directing the Federal 
Power Commission to issue the Niagara license to the New York 
Power Authority, the only State or municipal agency directed by State 
law to undertake the development, subject to certain licensing condi- 
tions for the protection of the consumers, not provided for in the 
Federal Power Act, but consistent with national power policy as 
expressed in scores of statutes enacted over the past 40 years (Boulder 
Dam Act, TVA Act, Bonneville Power Act, Flood Control Act of 1944, 
etc.). 

The preference for public agencies has been part of national policy 
for over 50 years. The requirement for consumer safeguards has been 
part of national policy for almost that long. 

The approval of H. R. 420 would reverse both of these aspects of 
national policy. 

The committee also took note of the fact that turning the Niagara 
resource over to private enterprise, as provided in H. R. 420, would 
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disregard the laws. of New York State. These laws have conserved 
the Nisgare power potential as a public resource to be publicly de- 
veloped by the State power authority. Officials of the State of New 
York testified before the committee that approval of H. R. 420 would 
result in an immediate court challenge, which would result in further 
delay of the project. 

It is further noteworthy that the leading political parties of New 
York State have consistently favored, in their State platforms, public 
development of the hydroelectric potential of the Wingtes) as well 
as of the St. Lawrence Rivers. For the past 30 years or more, every 
New York Governor, regardless of party, has also favored some form 
of public development. 

yovs. Charles Evans Hughes, Alfred E. Smith, Franklin D. Roose- 
velt, Herbert H. Lehman, Thomas E. Dewey, and the incumbent 
Governor, Averell Harriman, have taken this position. It is under- 
stood that the same is true of the United States Senators from New 
York, past and present. 

H. fe. 11477 was believed to be the only legislation before the 
committee consistent with Federal policy and the desires and views 
of the people of New York State, as expressed in its laws and in the 
statements of policy by its political parties and State officials. 

As to the question of Federal or national power policy, the bill 
is further consistent and in accordance with both the spirit snd the 
letter of the terms of the Senate reservation to the treaty of 1950. 
This bill provides for the redevelopment of the United States share 
of the waters of Niagara “for the public use and benefit,’ as set forth 
in the reservation. 

The consumer safeguards, previously referred to, are required in 
H. R. 11477 as conditions of any license issued by the Federal Power 
Commission to the New York Power Authority for the construction 
and operation of the Niagara project. 

These safeguards include the usual preferential rights of public 
agencies and nonprofit cooperative distribution systems to obtain 
power supply from the Niagara project, and the obligation to arrange 
for the use, acquisition, or construction of transmission lines as needed 
to make the preference an operating reality. These safeguards are 
believed essential to make effective the yardstick influence of this 

ower development on high electric rates throughout the region. 
he average residential rates in New York State are among the highest 
in the Nation as shown in a table included in this report. 


DISCUSSION 


Section 7 (a) of the Federal Power Act provides that, in issuing 
preliminary permits or licenses, the Commission shall give preference 
to applications therefor by States and municipalities, provided the 
plans for the same are deemed by the Commission equally well 
adapted, or shall within a reasonable time to be fixed by the Commis- 
sion be made equally well adapted, to conserve and utilize in the public 
interest the water resources of the region. 

The committee notes that many municipalities and State agencies 
have developed waterpower priests under this licensing system. 
Among the larger of them are the cities of Tacoma and Seattle, 


ash. 
the Box Canyon project of the Public Utility District No. 1 of Pend 
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Oreille County, Wash.; the Rock Island project of the Public Utility 
District No. 1 of Chelan County, Wash.; Grand River Dam Authority, 
Oklahoma; South Carolina Public Service Authority; and the Loup 
River Public Power District, Central Nebraska Public and Power 
Irrigation District, and Platte Valley Public Power and Irrigation 
District, all in Nebraska. 

In support of the assertion that the laws of the State of New York 
require public development of the Niagara resource, there is quoted 
the following excerpt from the New York Power Authority Act, 
enacted in 1931 and revised and amended in subsequent years. 


Section 1001. Declaration of Policy.—Those parts of the 
Niagara and St. Lawrence Rivers within the boundaries of 
the State of New York are hereby declared to be natural re- 
sources of the State for the use and development of commerce 
and navigation in the interest of the people of this State and 
the United States. In order to provide for the most bene- 
ficial use of these natural resources for the creation and de- 
velopment of hydroelectric power in the interest of the people 
of this State, and to preserve and enhance the scenic beauty 
of the Niagara Falls and River, such natural resources, in- 
cluding the beds and waters of the said rivers as instru- 
mentalities of commerce and navigation, and the beds, 
waters, power and power sites in, upon, or adjacent to or 
within the watersheds of the said rivers owned or controlled 
by the people of the State, or which may hereafter be recov- 
ered by or come within their Gwherahin, possession, and 
sonteyl thereof shall always be vested in, the people of the 
tate. 

Section 1002. Power Authority of the State of New 
York.—For the purposes of effectuating the policy declared 
in section 1001 of this chapter and of improving the Niagara 
and St. Lawrence Rivers as instrumentalities of commerce 
and navigation and developing the hydroelectric power re- 
sources thereof, there is hereby created a corporate munici- 
pal instrumentality of the State to be known as Power Au- 
thority of the State of New York, hereinafter in this title re- 
ferred to as ‘‘the authority,”’ which shall be a body corporate 
and politic, a political subdivision of the State, exercising 
governmental and public powers, perpetual in duration, 
capable of suing and being sued, and having a seal, and 
which shall have the powers and duties hereinafter enu- 
merated, together with such others as may hereafter be con- 
ferred upon it by law. 

It shall report annually to the Governor and the legislature 
upon its operations and transactions. 


The committee believes that if traditional Federal power policies 
and the provisions of H. R. 11477 are applied, Niagara power develop- 
ment would enable homes and farms to use more electricity and indus- 
try to modernize and expand. Both mean rising standards of living 
and full employment in an expanding economy. 

The testimony at the hearings pointed out that about 95 percent 
of the consumers of electric energy in New York State are now served 
by privately owned utilities. The preference provisions included in 
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H. R. 11477 would require the State power authority to give preference 
to public agencies in New York and in neighboring States where 
feasible. This would not preclude sale of power by the authority on 
a wholesale basis to large industrial users whose demand would be 
ore the capacity of the facilities of a local distributing agency, or 

e to a privately owned utility for resale to preference customers 
and for general distribution to consumers through the systems of 
these utilities. 

The Federal Government has given financial assistance by loans 
and grants and has issued licenses for waterpower developments to 
numerous State, municipal and cooperative public power agencies 
in the past, such as those in Oklahoma, Nebraska, and South Carolina. 
These were public power agencies which were chartered and dedicated 
to the marketing of power in the best public interest. Their preference 
status did not render them uneconomical or interfere with their 
financing arrangements for construction of the projects. The com- 
mittee does not believe that the preference provisions of H. R. 11477 
are unreasonable or that they will prejudice the conduct of operations 
of the New York Power Authority. On the contrary, it believes it 
desirable and wise and within congressional authority to include such 
preference provisions in the bill. 

The committee is also of the opinion that the contracts for sale of 
project power for resale should include provisions insuring reasonable 
rates to domestic and rural consumers. While it is recognized that 
the preference customers of the licensee are public agencies directly 
responsible to and saps the interests of their customers, and 
that the ren utility companies are under State regulation which 
presumably safeguards the interests of their customers, it is believed 
that the control of resale rates by the licensee is desirable and necessary 
in the protection of the public interest. 

The New York Power Authority was organized a number of years 
ago primarily for the purpose of developing the power at the Inter- 
national Rapids section of the St. Lawrence River. The act creating 
the authority was amended in 1951 to include the development of 
power on the Niagara River. The authority is now constructing the 
power facilities on the St. Lawrence River under a license issued by 
the Federal Power Commission. That work is proceeding on schedule 
with a well-qualified construction organization. While the St. Law- 
rence and Niagara projects are not physically dependent upon each 
other for the generation of electric power, the committee believes that 
their joint development with full integration and interchange of power 
will permit more efficient operation and use of the power from both 
i and reduce administrative cost and overhead. 

oday the State of New York, and generaliy the entire northeastern 
region, has no great public source of power supply upon which public 
and electric cooperative systems have a priority, and has never had 
the advantages of an electric rate yardstick program. With the 
greatest population density of any region in the country, the north- 
eastern area should enjoy electric rates as low as any in the United 
States. It is believed that public or cooperative competition with 


an assured adequate low-cost power supply will provide the needed 
stimulus to this end, without any significant change in the portion of 
the business handled by private power companies. 

In New York State there are 52 municipal and rural electric co- 
operative systems serving almost 100,000 customers, while in the New 
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land area and Pennsylvania in the market area of the Niagara 
and St. Lawrence developments, there are 113 additional public 
cooperative systems. The number of community-owned systems 
totaling about 165 serve 400,000 electric customers which represent. a 
population comprising over a million ple. These community 
systems, preference customers under Federal power policy and the 
provisions of this bill are now paying on an average of more than 12 
mills for their purchased power supply, as compared with about half 
that cost for similar community systems in many States where the 
influence of the preference clause under Federal power policy is felt. 
They only need access to a low-cost power supply to permit lowering 
their rates. 

The committee believes that development of Niagara power by 
the Power Authority of the State of New York as thee bide H. R. 
11477 will have the effect of bringing down power supply costs for 
these public and cooperative systems, and will mean lower rates for 
all the consumers throughout the region. Testimony presented at 
the hearings estimated that such development would result in a re- 
duction of 20 percent in the power costs in the area, which would 
mean an annual saving of about a third of a billion dollars in the 
region’s annual electric bill. It was estimated that the Niagara 

ower alone would save approximately $25 million annually in fuel 
ills, over an equal amount of power developed by steam-electric 
sources. 

The development by the New York Power Authority of low-cost 
energy and the sale of this power to the private utility companies will 
mean a substantial reduction rate to the consumers supplied by the 
utility companies. Consequently, a rate reduction will be made 
possible to the consumers by the utility companies acquiring blocks 
of power from the New York Power Authority. 

It is recognized that both Niagara and St. Lawrence power will be 
generated, transmitted, and distributed on the Canadian side of the 
rivers on a public-ownership basis. This may become a factor in 
competition for expansion of business and population. All classes of 
electric service are available at lower rates in Canada. As a result, 
average consumption of electricity in Ontario is more than double that 
on the United States side of the border. In 1950, the average home 
in Toronto purchased 3,888 kilowatt-hours of electric service at less 
cost than the average home in Rochester, N. Y., that only used 1,252 
kilowatt-hours. Industrial power rates in Rochester are 82 percent 
higher than in Toronto, based on a power demand of 1,000 kilowatts 
and a monthly use of 400,000 kilowatt-hours of energy. 

The committee notes that the fundamental objective of the legis- 
lature of the State in adopting the policy in the Power Authority Ket 
was to make sure that benefits of further development should flow to 
smal! consumers of electricity in lower rates and increased use, rather 
than t» a very few large consumers. This policy further emphasized 
the cu'stion of States rights. It is their contention that the State of 
New York owns the water and the power site. They have created a 
State agency to construct and operate the power project, with funds 
provided by revenue bonds to be retired with revenue from the power 
proceed, without any appropriation from the State treasury. The 
eneficiaries of the project are to be the small consumers, especially 
farms and homes, who will be placed in the same bargaining position 
for low rates now enjoyed by large industries, 
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Experience in both the TVA and Bonneville Power Administration 

areas has demonstrated how low-cost power increases a region’s 
contribution to the Public Treasury far more than would be ac- 
complished by private utilities if the same power resources are turned 
over to them for development. The people of the area should not be 
asked to forego the inevitable expansion of business and industry, 
increased ional prosperity, and the increased revenues of more 
widespread, less burdensome taxes. 
This tax feature is particularly interesting when the operations 
of the private power companies are viewed in connection with the 
accelerated tax-amortization program, which- permits companies to 
enjoy material reductions in their Federal income taxes over. 5-year 
certificate periods. In effect, this provides them with interest-free 
capital, which they can pay back in small amounts over the full life 
of the projects, and of which the stockholders, rather than the con- 
sumers, receive the benefits. 

The committee realizes that the reservation placed in the treaty 
has precluded development of the Ni a power under the Federal 
Power Act. The reservation specifically reserves the right for Con- 
gress to provide for such development ‘for the public use and benefit.” 

Section 5 of the Flood Control Act of 1944 contained a preference 
clause that provided “Preference in the sale of such power and energy 
shall be given to public bodies and cooperatives.’’ This provision 
was to apply to power sold from dams constructed and operated by the 
Federal Government. The preference provisions of H. R. 11477 
further these provisions for sale to public agencies to encourage the 
most widespread use at the lowest possible rates to consumers. The 
policy of providing preference to municipalities and to other local 
public agencies in marketing the power produced at projects in the 

ublic interest was first adopted in the act of April 16, 1906, and has 

een repeatedly reaffirmed by the Water Power Act of 1920, the Salt 
River Project Act of 1922, the Boulder Canyon Project Act of 1928, the 
Tennessee Valley Authority Act of 1933, the Fort Peck Project Act 
of 1933, the Rural Electrification Act of 1936, the Bonneville Project 
Act of 1937, the Reclamation Project Act of 1939, and the Flood 
Control Act of 1944. 

The Reclamation Project Act, approved August 4, 1939, provides 
that in the sale of electric power or lease of power privileges preference 
shall be given to municipalities and other public corporations or 
agencies, and also to cooperatives and other nonprofit organizations, 
financed in whole or part by loans made pursuant to the Rural 
Electrification Act of 1936 and any amendments thereof. Section 5 
of the Flood Control Act of 1944 provides that the Secretary of the 
Interior shall dispose of excess electric power and energy generated 
at reservoir projects under the coatrol of the Department of the Army, 
and that preference in the sale of such power and energy shall be 
given to public bodies and cooperatives. 

Laws have been enacted as far back as 1906, and in 4 different 
decades providing generally for preference to municipalities and other 
local public agencies in marketing the power. The Reclamation Act 
covers specifically the 17 Western States where reclamation law is 
operative. The Flood-Control Act of 1944 covers all of the projects 


built for navigation or flood control by the pepertaeens of ox Peale 
ority that the South- 


throughout the country, and it is under this aut 
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western Power Administration and the Southeastern Power 
Administration, both under the Department of Interior, have been 
established. 

In addition to these general laws, the Salt River Project Act of 
September 18, 1922, the Boulder Canyon Project Act of December 21, 
1928, the Tennessee Valley Authority Act of May 18, 1933, the Rural 
Electrification Act of May 20, 1936, the Bonneville Project Act of 
August 20, 1937, the Fort Peck Project Act of May 18, 1933, the 
Water Conservation and Utilization Act of August 11, 1939, all pro- 
vide for preference to public bodies in the marketing of electric energy. 
While general legislation applies to national programs and under such 
legislation provision has been made for power marketing in the Texas- 
Oklahoma-Arkansas-Missouri area, the Georgia-Carolina area, and 
the Cumberland River Basin, Congress has seen fit to be specific 
regarding projects on the Salt River, the Colorado River, the Ten- 
nessee River, the Columbia River, and the Missouri River. 

Thus 10 basic acts and the amendments thereto enunciate and 
repeat both generally and specifically, for applicability throughout 
the Nation, the Federal policy of preference to municipalities and other 
earch sbi bodies in the sale of electric energy from the develop- 
ment of a public resource. The committee believes that continuation 
of this policy is necessary in the public interest and welfare. 

The committee urges and strongly recommends that legislation 
be enacted as soon as possible to permit utilization of the United 
States share of the waters of the Niagara River for the production 
of hydroelectric power. The Federal Government has a responsibility 
to use its offices and its resources in such a way as to yield the maxi- 
mum total benefit for the Nation. 

The committee therefore recommends enactment of H. R. 11477 
to permit prompt planning and early completion of this most desir- 
able project by the New York Power Authority, in view of the emer- 
gency resulting from the collapse of the Schoellkopf plant and to serve 
the urgent needs of the northeastern region of the United States, 











MINORITY VIEWS IN OPPOSITION TO H. R. 11477 


We, the undersigned, members of the Committee on Public Works, 
oppose H. R. 11477 because of our sincere conviction that it is not in 
the public interest and that it is another step toward the destruction 
of pent enterprise. 

We favor and recommend passage of H. R. 142, the bill which would 
authorize the additional development of Niagara Falls power to be 
undertaken by publicly regulated, privately owned utilities in accord- 
ance with our traditional private enterprise concepts which have 
made our Nation great and strong and which have given the American 
people the highest standard of living in the world. H. R. 142 will be 
offered on the floor as a substitute for H. R. 11477. 

It is doubtful whether H. R. 11477 would have been reported to the 
House of Representatives in its present form had there been procedure 
in the Committee on Public Works which permitted amendments. 
For instance, the members had no opportunity to amend the bill 
by striking out the so-called preference clause, which might be more 
appropriately called the discrimination clause. Further, no hearings 
were held on H. R. 11477; also, although 16 members of the present 
committee were not Members of the House when hearings were held 
on the private enterprise bill In 1953, all requests to hold hearings 
on H. R. 142 were brushed aside. 

The preference clause is in H. R. 11477 as reported to the House. 
In the course of executive consideration of H. R. 11477, it was pointed 
out by the attorney general for the State of New York that such a 
clause would not be in conformity with the laws of the State of New 
York, yet this position was not challenged and no hearings were held 
on this point. If the proponents of H. R. 11477 succeed in keeping 
the preference clause in the bill, it is certain that the privately owned 
utilities will not get a single kilowatt of power. 

The proponents of public power are most anxious to keep the prefer- 
ence clause in the bill because, no doubt, their unsuccessful attempts 
to put the clause in H. R. 4351 in the 83d Congress are still vivid in 
their minds. In the 83d Congress a New York Power Authority bill 
was introduced, a bill similar to H. R. 11477 except that it contained 
no preference clause; the preference amendment offered by Mr. Jones 
of Alabama was overwhelmingly voted down (ayes 55, noes 128) and 
then the House proceeded to reject the New York Power Authority 
bill (ayes 17, noes 136). A similar amendment was proposed to 
H. R. 4351 and it was likewise rejected, this time without a record 
vote. The House then passed the private enterprise bill by a more 
than 2 to 1 vote (262 ayes to 120 noes). 

The New York Power Authority, through a statement issued by 
Robert Moses, its chairman, to the Committee on Public Works, 
went so far as to dare Congress to pass a private-enterprise bill. Read 
this statement: 


The Niagara Mohawk Co. no longer has any prospect of 
obtaining, through action of Congress, a license to develop 
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additional power from the water available in New York 
through the international treaty and the remedial works re- 
cently constructed. Even if such a license were granted, 


the State, which owns this water, would have to challenge it 
in the courts. 


The issue here at stake is unmistakably clear and distinct. On the 
one hand is the development of Niagara Falls electric power by tax- 
paying private enterprise, and on the other, development by a State 
government organization which pays no taxes and must be supported 
by the taxpayers. 

Our reasons, derived from facts which are not in dispute, may be 
summarized as follows: 

(1) The proposed project does not involve irrigation, navigation, 
reclamation, flood control, or any other function of government hereto- 
fore advanced as justification for a Government power development. 
The project is not a multiple-purpose project, and H. R. 11477 would, 
for the first time in the entire history of electric power development 
in this country, authorize by Federal legislation public development 
of a pure power project. In this instance, the plant is to be operated 
by an entity of the State of New York (New York Power Authority), 
not the Federal Government. 

(2) In other areas of the country the Congress has authorized the 
expansion of public power development where government constructed 
the initial development. At Niagara, however, it was private enter- 
prise that pioneered. The redevelopment project is not a new proj- 
ect, but is an addition to the hydroelectric development which has 
been in existence at Niagara Falls beginning in 1895. he existing 
development utilizes all of the water legally available prior to the 
1950 treaty, and the additional development pursues substantially 
the engineering plans of private enterprise which have been on file 
with the Federal Power Contuiiseials for some 35 years awaiting pro- 
mulgation of a new treaty. Thus, the public project which H. R. 
11477 would authorize would bear no relation to any existing public 
project, and would actually displace private enterprise. In this con- 
nection it is to be noted that the St. Lawrence power project, under 
construction by the Power Authority of the State of New York, has 
no physical, engineering, or other relationship to the proposed Niag- 
ara project. The powerplants of each project will be some 250 
miles apart. 

(3) It seems doubtful that the State of New York can build or 
operate the project more efficiently or cheaper than the public utility 
companies. Indeed, since the State and its power authority have yet 
to complete the construction of its first project and have never oper- 
ated one, the reverse is more likely to be the fact. The New York 
Power Authority will not generate its first kilowatt-hour of power 
until 1958 and its operations have already been subject to consider- 
able controversy and criticism. In contrast, we must point out, the 


private companies have been developing power at Niagara for some 
60 


years. 

(4) One of the reasons the proponents of H. R. 11477 cite for their 
support of New York public power is their belief it will provide low- 
cost power. We believe, and the facts will demonstrate, the power 


cost is low to those who consume it.only, because the rest of the people 
will pay the differential in taxes. 
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(5) The investor-owned utility companies would pay an estimated 
annual tax bill of $30 million on the Niagara development— 
$9,500,000 in local taxes, $4,500,000 in State taxes, and $16 million 
in direct and indirect Federal taxes. If the Government agency 
develops the Niagara power, taxpayers in Alabama, Nebraska, 
Minnesota, Michigan, New Hampshire, and everywhere else in the 
country will pay the $16 million in lost Federal revenues. Tax ayers 
of New York, principally in New York City which will not get Niagara 
power, will make up the $4,500,000 lost. taxes to the State whether they 
get low-cost power or not. 

Another major factor in the cost differential in private and govern- 
ment power was emphasized by the witness who appeared before the 
Senate committee in behalf of the New York State Association of 
Electrical Workers, A. F. of L., Mr. Robert W. McGregor. He 
pointed out that the revenue bonds which the New York Power 
Authority would issue to finance the project would be exempt from 
Federal, State, and local taxation, in distinct contrast to the bonds 
to be issued by the private companies. Power authority bonds 
constitute a $10 million annual giveaway to financiers who purchase 
tax-free bonds. 

Against the tax-free status of Government utility operations, 
privately owned companies cannot compete. Carried to its logical 
conclusions, the philosophy behind H. R. 11477 would doom private 
utilities in America. 

Congress is thoroughly familiar with the fiscal problems existing at 
every level of government. When regulated taxpaying business enter- 
prise is ready to complete the development which it has commenced, 
there is no justification for subsidies in the form of many millions of 
dollars in tax-exempt securities. 

(6) In industrial development, New York is first in the Nation. 
In dairy farming, itissecond. It is more fully developed economicall 
than dozens of other States combined. In New York more electric 
power is produced than in any other State. There are no areas or 
people in the State without electric service. In the past, Government 
projects, attended by tax subsidies, may have been justified in areas 
asserted to have been underdeveloped or otherwise in need of economic 
rehabilitation. No such assertions are or can be made here. 

(7) Notwithstanding the complete availability of electric service, 
H. R. 11477 seeks to impose upon the marketing area the provisions, 
in substance, of the 1944 Federal Flood Control Act in the distribution 
of oe power. Although 95 percent of the people of the State 
of New York receive their electricity from taxpaying distributin 
agencies, this bill would discriminate against dene: They would 
receive project power only after the needs of public agencies are 
satisfied and then subject to withdrawal if the helt * of public agencies 
should increase. Under such circumstances it is doubtful that a 
single kilowatt will be sold to existing utilities for distribution to its 
customers. The pur of this provision is to discriminate against 
customers receiving their power from existing utility companies and 
ultimately, but surely, drive such companies out of business. 

The terms of H. R. 11477 in themselves not only abrogate the 
New York State law, by requiring a preference provision which is 
contrary to that provided in the Power Authority Act, but in effect 
would amend the State act by requiring this provision. H. R. 11477 
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calls for preference to municipalities, governmental bodies, and rural 
electric cooperatives, while the State law provides preference for all 
domestic and rural consumers. It would appear that this proposal 
would result in severe injustices to over 95 percent of the people in 
the State who are presently being served by private utilities. 

If the preference group represented the majority of customers in 
the State, there might be some reason for such preference clauses. 
But, there are only about 100,000 customers out of 5 million in New 
York State who might qualify for this special discriminatory treat- 
ment. 

(8) The preservation of the scenic beauty at Niagara Falls is, of 
course, a prime consideration. The committee was given every assur- 
ance that the scenic beauty at Niagara Falls will be maintained and 
preserved under all circumstances and regardless of whether the 
redevelopment is investor-owned or Government-owned. The 1950 
treaty with Canada which makes this additional development possible 
places the full responsibility for the scenic beauty upon the Inter- 
national Joint Commission representing both Governments. The 
necessary remedial works are under construction by a Canadian entity 
on the Canadian side, where most of the work must be done, pursuant 
to the plans and under the supervision of the International Joint 
Commission. 

The remedial works in the river are an essential and integral part 
of the power development and should be paid for by the power project, 
as provided for in i R. 142, not imposed on the taxpayers at large. 

(9) The scenic drive and park development ulersieionl: in H. R. 11477 
is equally available under H. R. 142. The State of New York exacts 
from the investor-financed utility company developing power at Ni- 
agara Falls a water rental of almost $2 million a year. If, as pro- 
vided in H, R. 142, private enterprise should undertake the additional 
development, the water rentals paid to the State would be increased 
to $5 million a year. Thus, there could be made available in as little 
as 3 years the entire amount of $15 million which H. R. 11477 provides 
as the maximum to be expended for scenic drive and park develop- 
ment. 

(10) Substantial evidence is available as to the nature and scope of 
the regulation in the public interests of electric companies in New York 
and of hydroelectric power companies licensed by the Federal Power 
Commission. The Public Service Commission of the State regulates 
rates upon a cost-of-service basis so that operating savings are required 
to be passed on to the consumer. Further, pursuant to the Federal 
Power Act, the Federal Power Commission requires licensees to apply 
any earnings in excess of a fair return upon investment to the reduc- 
tion of the cost to the Government should it elect to recapture the 
project upon the expiration of the license. Further, the Federal Power 
Commission agulete wholesale interstate power rates. There is no 
evidence that electric rates in New York are unreasonable in relation 
to the necessary cost of operation including the tax burden which the 
electric companies and their consumers must bear. We believe that 
existing control of electric utilities under New York State and Federal 
regulation renders invalid any contention that development by private 
enterprise would be detrimental to the public interest. 

Information with respect to rates in New York State was made 
available to the Subcommittee on Flood Control and Rivers and 
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Harbors of the United States Senate and the Committee on Public 
Works of the House of Representatives sitting in joint hearings in 
1953 on H. R. 4351, a bill involving the same issue. In the record of 
the hearings it is shown that the cost for residential and farm service 
in the upstate area was 2.71 cents per kilowatt-hour, as compared to 
the national average of 2.77 cents; and the average for farm service 
was 2.26 cents, compared to a national average of 3 cents. 

The New York Power Authority is not subject to any regulation or 
supervision by the public service commission of the State. It is not 
required to give the consumer a hearing. Consumer protection 
becomes a matter of bargaining and not regulation. 

(11) We agree that the project should en constructed as soon as 
practicable so as to utilize a natural resource otherwise wasted. 
Assurances were submitted to the committee that the public utility 
companies could initiate construction immediately upon the issuance 
of a license to them by the Federal Power Commission pursuant to 
H. R. 142. One of them—the company now developing power at 
Niagara Falls—owns all of the riparian lands and all of the rights-of- 
way required for the Severopmeant, The experience of its engineers 
in hydroelectric power at Niagara Falls goes back to 1895. There 
is every assurance that development could proceed at least as rapidly 
under H. R. 142 as under H. R. 11477. Evidence previously sub- 
mitted to the committee (hearings, 83d Cong.) indicates that the 
facilities of the five taxpaying public utilities serving all but a very 
small percentage of consumers in the marketing area would afford 
the most efficient utilization of project power. Their interconnected 
and coordinated facilities make available an efficient power pool 
which is further interconnected with the facilities of other electric 
utility companies in New York and in neighboring States. In the 
latter connection, H. R. 142 also protects the rights of consumers in 
neighboring States by providing that project power be distributed 
equitably among States within economic transmission distance, under 
supervision of the Federal Power Commission. H. R. 11477 would 
require such States to adhere to the Federal type of preference in the 
resale of power. It should be pointed out that the New York Power 
Authority testified that no appreciable amount of power would be 
available to Ohio or any other adjacent State if the service point is 
beyond the 150-mile transmission radius. 

he use of the word “may” instead of “shall” in H. R. 11477 
gives dictatorial power to the New York Power Authority as to 
whether they allocate power to any other neighboring State. The 
word ‘‘may,” referring to the Federal Power Commission, gives that 
body no definite washori¢y to intercede in behalf of neighboring 
States who feel they have been discriminated against in the distribu- 
tion of power. Under H. R. 142, which will be offered as a substitute, 
neighboring States will have an opportunity to obtain definite con- 
sideration in the distribution of Niagara power. 

(12) While a minority in the committee, we do not stand alone on 
this issue. To the contrary, the people of New York have widely 
indicated a tremendous opposition to H. R. 11477 and great support 
for H. R. 142. 

More than 200 organizations within the State have supported our 
sy isnt including all majer farm organizations, the New York State 

ederation of Labor, Independent Brotherhood of Electrical Workers, 
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CIO Utility Workers of America, Empire State.Chamber of Com- 
merce, Associated Industries of New York State. The Supervisors 
Association of New York State and the. Association of Towns (493 
out of 500) of the State both indicated their support of private enter- 
prise. Further, every poll that has been taken among the people of 
the area shows that they, by an overwhelming margin, want private 
development. 

For all the reasons set forth above, we oppose H: R. 11477 as con- 
trary to the public interest and recommend passage of H. R. 142. 


ANALYSIS OF H, R. 142 


In order that the House of Representatives may be fully advised 
as to the provisions of H. R. 142, an analysis of the bill is as follows: 

Section 1 of this bill declares it to be the policy of Congress (1) to 
preserve the scenic beauty of Niagara Falls and its environment, 
(2) to further the national security, and (3) to assure the development 
of low-cost electric power by private enterprise under conditions later 
set forth in the bill. 

Seetion 2 authorizes and directs the Federal Power Commission, as 
soon as practicable, to issue a license for the redevelopment of the 
Niagara River to citizens of the United States, to any association of 
such citizens, or to any corporation organized under the laws of any 
State. The redevelopment is to be accomplished in substantial 
accordance with the project plans outlined in the report of the Bureau 
of Power of the Federal Power Commission. The Commission shall 
have authority to require such modifications of said project, not 
inconsistent with this bill, as it may deem advisable in accordance 
with the provisions of the Federal Power Act, as amended. In issuing 
the license, the Federal Power Commission is directed to give prefer- 
ence to the applicant most able to commence actual construction of 
the project and put it into operation promptly. 

Section 3 provides that, except where inconsistent with the provi- 
sions of the bill, the license ko be issued shall incorporate all of the 
provisions of the Federal Power Act, as amended. 

In contracting for the disposition of project power, preference 
shall be given to directions aa the Department of Defense for 
supplying power to governmental installations or to industries 
requiring power to produce materials essential to the national security. 

he bill also provides that the licensee shall pay to the United States 
and include in its net investment in the project the United States 
share of the cost of the construction of the remedial works to be under- 
taken in accordance with article Il of the 1950 treaty whenever such 
remedial works are constructed by the United States. 

In section 4, the bill protects the rights of people in nearby States 
who have long been interested in this source of power. This. section 
gives the Federal Power Commission jurisdiction, after proper notices 
have been given and hearings held, to require the companies to enter 
into reasonable and practical arrangements whereby power from the 
project will be apportioned equitably among States within economic 
transmission distance, provided project power is not needed by the 
Department of Defense for purposes of defense production. 

Under the provisions of section 5 nothing in this act shall be con- 
strued as affecting any valid existing rights under licenses heretofore 
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issued pursuant to the provisions of the Federal Power Act (49 Stat. 

#838), as amended, or as now or hereafter affecting the applicability 
of the provisions of that act in the case of waters of the Niagara 
River presently authorized to be diverted for power purposes under 
licenses heretofore issued under that act. 

Section 6 ae ebegss that in the event of any conflict between the 
rovisions of the proposed legislation and the provisions of the 
‘ederal Power Act and the license to be granted for the development 

of this project, the provisions contained in this bill shall govern. 

Further information concerning H. R. 142 may be obtained by 

consulting House Report 713, 83d Congress, on H. R. 4351, providing 
for development by private enterprise, which was passed by the House 
on July 9, 1953, by a vote of 262 to 120. H.R. 142 corresponds to 
H. R. 4351 as it was passed by the House. We recommend the 
passage of H. R. 142. 
Grorce H. Fation. 
Brapy Gentry. 
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MUTUAL SECURITY APPROPRIATION BILL, 1957 





Juty 6, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Passman, from the Committee on Appropriations, submitted the 
following 


REPORT 
(To accompany H. R. 12130) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for 
Mutual Security for the fiscal year ending June 30, 1957. 


GENERAL COMMENTS 


As has been pointed out previously, one of the problems which faces 
this Committee each year is the necessity for it to consider appropria- 
tion requirements for this program in advance of enabling legislation. 
Again this year, the Committee has had to hold its hearings and pre- 
pare the appropriation bill without knowing how much will finally be 
authorized for each program and what special restrictions and limita- 
tions may be imposed on the various activitities. 

The accompanying appropriation bill is based largely on the author- 
izing bill as neil the ouse. Final adjustments will be worked 
- with the Senate when the appropriation bill is considered in Con- 
erence. 

Consideration of the bill is further complicated by the worldwide 
scope of the program and the fact that some 60 or more nations are 
receiving assistance from funds provided for this purpose. Each of 
these countries has its own internal military, economic, and political 
problems as well as its international relationships. Further, each 
change in the international approach of the Soviet introduces new 
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factors which affect the internal and external policies of the nations 
with which this program deals. 

Committee sdiberationn are made more difficult, too, by the lack 
of information as to past accomplishments and the vagueness of data 
on projected programs. It appears that frequently programs are 
formulated with little or no consideration of the needs of the country 
or countries concerned, 

In order that the Committee may have more complete information 
with which to judge appropriation needs in the future, it proposes to 
have a thorough investigation made during the next year of both the 
military and nonmilitary phases of the program. 


SumMaArY oF BILL 


The total of the budget estimates as contained in House Document 
No. 360, dated March 20, 1956, is $4,859,975,000. In addition to the 
request for $4,859,975,000 in new appropriations, it was requested 
that unobligated balances totaling $211,900,000 be reappropriated. 
The sum of $90,000,000 remaining unobligated in the President’s 
fund for Asian economic development automatically remains avail- 
able by the terms of last year’s Act until June 30, 1958. Thus the 
total obligational authority proposed for fiscal year 1957 is $5,161,- 
875,000. 

In order to reconcile the appropriation request of $4,859,975,000 
with the authorization request of $4,672,475,000, it is to be noted 
that the appropriation request of $75,000,000 for infrastructure, the 
request of $100,000,000 for the President’s fund for Asian economic 
development and the request of $12,500,000 for the Intergovernmental 
Committee for European Migration were all authorized under prior 
legislation. The amount of the authorization request plus the three 
items previously authorized total the sum of the appropriation request. 

Appropriations totaling $3,425,120,000 are included in the accom- 
panying bill for fiscal year 1957. This is an increase of $721,778,250 
over the appropriation for fiscal year 1956. It is a reduction of 
$1,434,855,000 in the 1957 budget estimate. In addition the Com- 
mittee is recommending the reappropriation of $240,800,000 of un- 
obligated balances of prior year appropriations. This makes a total 
of $3,665,920,000 available in the bill for obligation. This sum plus 
the $90,000,000 already available in the President’s Asian fund makes 
a total obligational authority for fiscal year 1957 in the amount of 
$3,755,920,000. 


The following tabulation summarizes the appropriation by major 
program. 
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EXPENDITURES 


While it was estimated at the time of the hearings last year that 
expenditures during fiscal year 1956 would exceed $5 billion, present 
estimates are that only $3.77 billion will be expended. The total 
unexpended balance for the Mutual Security pores as of June 30, 
1956, is estimated at $6,877 ,700,000, which at the 1956 rate of expendi- 
ture would carry the program for nearly two years. This balance is 
made up of $5,059,100,000 for the miitaey and $1,818,600,000 for 
non-military. 

The expenditure figure for fiscal year 1957 for this program as con- 
tained in the Budget submission is $4,265,000,000. The military 
witnesses contended that they expect to expend an additional 
$400,000,000 over their earlier estimate, making total expenditures 
of $4,665,000,000 for both military and non-military. Based on esti- 
mated versus actual expenditures during fiscal year 1956, it is possible 
that this could be overstated as much as 20-25 percent. 

The sum of the unexpended balance as of June 30, 1956, of $6.87 
billions and the new funds recommended by the Committee will permit 
total expenditures of $10.3 billions. At the 1956 rate of expenditure, 
this amount would be enough for nearly three years of operation. 
Even at the most optimistic rate of expenditure envisioned by military 
and ICA officials, the new amount recommended herein, together 
with the unexpended balance as of June 30, 1956, would meet expendi- 
ture requirements for well over two years. 


Miuirary AssIsTANCB 


Programs included under this general head are designed to provide 
the military equipment, training, and direct forces support for 36 
nations to develop or maintain specific military and related units at 
a given level of effectiveness. 

The budget request for military assistance is $3,000,000,000. The 
following tables show a comparison between the fiscal year 1956 pro- 


gram and the amount requested for fiscal year 1957 by region and 
service: 
































Region Fiscal year 1956 | Amount requested 

for fiscal year 1957 
ii nd natn <n etches emesessaent we etemats bide wridialemesanaiedaeeal $282, 545, 000 $760, 471, 000 
pe Re a es SSS Ss ESE ae 105, 076, 000 471, 918, 000 
BURR. 1 ctnitie apnin dm iptcatnennpabempidaipitabenigihtnamebihting etnias 604, 848, 000 1, 166, 813, 000 
DOE MN. «. - « o00dsdsccmedbcakees onihebeaunambiasUreinnediein &, 833, 000 35, 546, 000 
EGOIIOEE DPORTOID |... cn cccccosasccsccsbebisassbeetubpacouubans 355, 898, 000 565, 252, 000 
TOs hns jcnecdsennevedapnibbenthcenaideiegebuabann 1, 357, 200, 000 3, 000, 000, 000 
Service Fiscal year 1956 | Amount requested 

for fiscal year 1957 
ROUND « <c wcicaitiviiusntiibiiin tenia mtdcnbibieaksiiinicticaecama mann $615, 601, 000 $1, 432, 200, 000 
SO | RIT STEEN BENE. ad 262, 856, 000 385, 767, 000 
pg, San eae XS 122, 847, 000 616, 780, 000 
Nonregional program 355, 896, 000 565, 253, 000 
Total 1, 357, 200, 000 3, 000, 000, 000 
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The authorizing legislation as passed by the House provided 
$1,925,000,000 for military assistance exclusive of infrastructure 
which had been previously authorized and for which the budget 
request for fiscal year 1957 is in the amount of $75,000,000. The 
Senate version of the authorizing bill provides $2,525,000,000 for 
military assistance, exclusive of the infrastructure program 

This Committee recommends $1,735,000,000 for military assistance, 
of which $60,000,000 is for infrastructure, plus the reappropriation of 
peo ona of unobligated and unreserved funds heretofore appro- 

riated. 

. The estimated unexpended balance on June 30, 1956, is 
$5,059,100,000. The total expenditures in fiscal year 1955 were $2.3 
billion and the latest estimate of expenditures for fiscal year 1956 is 
$2.2 billion. During the hearings last year the Committee was ad- 
vised that estimated expenditures for the military for fiscal year 1956 
would be $3.0 billion. The military, according to testimony, will 
therefore actually have between $700 and $800 million more unex- 
pended and in the pipeline as of June 30, 1956, than they had antici- 
pated a year ago. 

It should be pointed out, however, that expenditures through May 
31 as reported by the Department of Defense are $1,734 million. 
Other military expenditures through May 31 made directly by the 
International Cooperation Administration are reported to be $127 
million. This results in total military expenditures of $1,861 million 
for eleven months, against an estimated $2.2 billion for the entire 
fiscal year. It is extremely doubtful that total expenditures for fiscal 
year 1956 will exceed $2.1 billion. 

As of March of this year the expenditures for the military portion 
of this program for Fiscal Year 1957 were estimated at $2.5 billion. 
Since that date, this estimate has been revised several times; the 
latest figure furnished the Committee is $2.9 billion. Based on actual 
expenditures compared with estimates for previous years, particularly 
for fiscal year 1956, the Committee is inclined to believe that even 
the original estimate of $2.5 billion is optimistic. 

The new funds provided herein together with the unexpended bal- 
ance will provide sufficient funds to continue the military assistance 
ws for over three years at the same rate of expenditure as that 
or fiscal year 1956. Even at the maximum projected rate estimated 
for 1957, funds available would cover a period of 33 to 34 months. 

Explanations presented to the Committee on the matter of lead- 
time required for military items has been very unsatisfactory. With 
the —e of certain advanced weapons, most of the items have 
been and are being delivered from inventories on hand in the military 


departments. Also there is an increasing trend toward a mainte- 
nance rather than a buildup program, especially in Europe. There- 
fore, the Committee concludes that the stated average lead-time of 
two years is excessive. Furthermore, the administrative lead-time 
of six to eight months for a program that has been in full operation 
beginning with fiscal year 1952 is definitely excessive and inefficient. 
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Derense Support 


Programs within this classification are designed primarily to support 
the military efforts of certain countries which are receiving oe son 
assistance. Such support involves the provision of general supple- 
mental resources which a recipient country requires if its economy 
is to support a defense program of the size which United States policy 
regards as necessary and if, at the same time, it is to maintain or 
attain that minimum level of economic strength or growth which is 
consistent with the United States national interest. The Committee 
was advised that thirteen countries, exclusive of Latin America, alined 
with us do not have the resources to maintain defense forces at neces- 
sary levels and simultaneously to develop and stabilize their own 
economies. 


The budget estimates for this item total $1,130,700,000 distributed 
as follows: 











Europe (2 nations): Asia (8 nations): 

ANS Yuli Jus. $45, 000, 000 Pakistan. ...-..-. (4 
Yugoslavia__.....-. 30, 000, 000 Cambodia. -~..-...-. (*) 
Interregional ex- DO. o biinia nce $300, 000, 000 

eagle age 1, 200, 000 Ee ce tconcenekn () 
estern Europe tech- Philippines _.-.... 25, 000, 000 
nical exchange.... 2, 500, 000 Taiwan__.-...-.-. 86, 000, 000 
ee Thailand_......-. 30, 000, 000 
Subtotal_...... 78, 700, 000 Viet Nam._..-..- (?) 
Near East and Africa (3 Subtotal_—...-- 882, 000, 000 
nations) : 
[RS oc cccic came (*) Grand total..... 1, 130, 700, 000 
I re in ait (1) 
aS Sani sick Ab he (*) 
Subtotal__......- 170, 000, 000 
? Amount ts classified. 


The authorization bill as passed by the House provided a total of 
$1,152,700,000. This was a net increase of $22,000,000 over the 
authorization request and budget estimate due to the inclusion of 
$37,000,000 for Latin America under this heading, offset by a reduc- 
tion of $15,000,000 in the amount for Y lavia. The total provided 
in the Senate Committee version of the authorizing bill was 
$1,167,700,000, or an increase of $15,000,000 over the House bill due 
to the restoration of the full amount for Yugoslavia. 

This Committee recommends a total of $1,128,700,000 for this item. 
A comparison of the amount recommended with the budget estimates 
by area is as follows: 


























Area Budget Amount 
estimate recommended 
Pik inincnusnigasssdandiantneswsitinpeeameteeerthniienibdetis $78, 700, 000 $63, 700, 000 
Near East and Africa... +e 170, 000, 000 165, 000, 000 
pO ES SO CEL AG Sanne: ewan sip 882,000,000 | . 865, 000, 000 
VOM NN Sb od dsk ei exe decent dccdcadnbdcuctecdhbeqicsatabee oocbe causa ubeearee 35, 000, 000 
iissbhssinddekeontansonenpicaaen 1, 130, 700, 000 1, 128, 700, 000 
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The Committee was advised that there was a total of $2,445,523,000 
available for expenditure for defense support in fiscal year 1956. 
The estimated expenditures in fiscal year 1956 are $1,213,316,000, 
leaving an estimated unexpended balance as of June 30, 1956, of 
$1,232,207,000. 

The amount recommended for fiscal year 1957 together with the 
unexpended balance on hand, will provide sufficient funds to cover 
expenditures for approximately two years. Testimony furnished the 
Committee indicates that a pipeline or lead time of approximately 
18 months is sufficient for this operation. 


DEVELOPMENT ASSISTANCE 


Development assistance is economic aid supplied to certain nations 
not receiving significant military assistance from the United States 
and is provi cause of United States and Free World interest in 
maintaining economic and political stability in the recipient country. 


é a budget request for this item totals $170,000,000 distributed as 
ollows: 

















Near East and Africa: 
ypt. sui ssc. (4) Ps Sic ceweknle $1, 000, 000 
Israel... (UUs duis ti... () a 
Jordan. iki fae. k (4) ES ae 80, 000, 000 
Lebanon... ----. (*) 
Libyan. (ui ee ce (*) Latin America: 
OMVEO tisk wid eines () 
Subtotal... 2... $63, 000, 000 Guatemala. .......- (4) 

Asia: Subtotal. .....-.- 27, 000, 000 
Sep ices pee 70, 000, 000 ees 
Covltitss ois. ccs ccde 5, 000, 000 Grand total_...... 170, 000, 000 
Indonesia... ......- 4, 000, 000 


1Amount is classified, 


The authorization bill as passed by the House provided a total of 
$243,000,000 for development assistance. This amount included the 
funds for Asia and for Near East and Africa, the President’s fund for 
Asian economic development and the special authorization requested 
for the Middle East and Africa. The amount for Latin America was 
deleted from this item and included in defense support. 

As approved by the Senate, the enabling bill includes the full amount 
requested for Asia and the Near East and Africa under this appro- 
priation item. In addition, it reestablishes the authorizations for the 
two Presidential funds as separate items later in the bill. 

The accompanying appropriation bill includes $130,000,000, of 
which $60,000,000 is for the Near East and Africa and $70,000,000 
is for Asia. As noted above, funds for Latin America have been 
included under the appropriation for defense ae The Presi- 
dential funds were considered separately and the Committee action 
in regard thereto is set out separately later in this report. 

The Committee was informed that there was a total of $385,073,000 
available for expenditure for development assistance during fiscal 
year 1956. The estimated expenditures for fiscal year 1956 are 
$163,030,000, leaving an estimated unexpended balance of $222,- 
043,000 as of June 30, 1956, which represents considerably more than 
another full year’s expenditure requirements. 
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TrecunicaL CooperATION 


Technical cooperation—known also as Point 4—involves the sharin 
of skills, RSs and techniques with people of the underdevelop 
areas of the world. Such programs are carried out at the request of 
foreign governments to supplement their own efforts to increase their 
levels of technical competence, to further their economic develop- 
ment, and to improve the standard of living of their people. Technical 
cooperation is extended by sending technicians to participating 
countries to advise and teach, and by bringing selected foreign tech- 
nicians to the United States or other countries for advanced training. 

Technical cooperation, general authorization.—The budget request 
for this purpose totals $140,500,000. This is broken down by country 
and area as follows: 


Near East and Africa: 


MN a ats 01s 5 Sous se ied oo tw Gt gee ee GE EI $3, 800, 000 
Woemmonng 0 Ole LU Pek Ber 3, 000, 000 
Wee UL ch Ss i a cea UL Sa 1, 000, 000 
(Ne RRS aR et yt Se ER gn RAE CE 2 CES “Lop icleapna rt .8, 000, 000 
Te is ahh osm ce cow ms si Sie A ORE ea ele oo 2, 300, 000 
Re ae eRe tes at Sa RIE creed Arr 2, 000, 000 
Pe Teor | TT AIEISES femiemps jt SRS a 2, 700, 000 
MUI cos Gen id a teas th 6 see 2, 100, 000 
II ds 0b be eeicren eee Re chk, See kil in e's SR a 1, 800, 000 
Ne ne ee ee Ee eal 2, 000, 000 
PEROT bin iucin nn chub aed uu eed snecaduesccaue 2, 000, 000 
Gvrerscan Tertitories... 2:65. down ee oe 1, 200, 000 
Regional and undistributed __-..........-..-----. 2, 200, 000 
OL Skid seawall s Plt a cd iubbadgtdundaicnasousadudnes $34, 100, 000 
Asia: 
South Asia: 
BIePeOMtEG - Loc cemasnkesSaueaeeb oda $3, 000, 000 
WINE so Sickie cennnene neces ae eanem 1, 000, 000 
a a a 10, 000, 000 
RO SiN wun tpoatiiugebdinkunntans De 1, 000, 000 
URGED 6 *: oo nathan cinema neni muelitils «dim 9, 000, 000 
Far East 
Cembotial i. gi. Salk Sea 2, 500, 000 
End@lonteltsicus oni in ct ciea wads chou Queens 8, 000, 000 
ORs i dodnd chick ead Pee on aubbhda de 2, 850, 000 
TM a. ain uhicies wnieaitte AAR Aeies bute Gino 5, 500, 000 
pe ogee RLS hd SET! PS) A ASE AR A 1, 500, 000 
Philippines Uo. 6c. CUI ss sek 5, 900, 000 
Meiwetiiis ech ik catias SRR aes ns 3, 400, 000 
MIMO. 3 ns Bae eerie ae pak 4, 600, 000 
1 alla el EO tees ahaa See SSPE. phat te 5, 000, 000 
MOONS 6 os eeisi 30d DIL. ees 63, 250, 000 
Latin America: 
DIO iii Kx stein dele ddetunnimntantin : 
Tn ih i ona 3, 195, 000 
VOM okie kc ub doe cd sees ee IRV eas 4, 739, 000 
Ce: oo Sik) SU COLLAGE Cees 2, 521, 000 
ColombihisGii. 666 5 oss cada. Soa due ndus Jans chs 1, 536, 000 
Cee Fl 6 oc in cy apes he aeadkeuaies we 1, 026, 000 
BM GRRE nt aes Rieginneel ees ee pope Vee a pagent ees 690, 
Derdinisan Republic... .. sicccccceccpeccsces , 
Meader... ook. od RLU ae. 1, 993, 000 
Bt Galvadorscs . Je ica cai - balsa - stance 1, 005, 000 


Graben lbixk iiss dninccgewneas cheba aRddiinse 1, 730, 000 
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8S SENT ORE Be POE PT ae aN aEEE, Te PAS” SIN $1, 152, 000 
RN ios as oe on 0s de as encan tadciee nat anie ulema acai 1, 290, 000 
RaeMOO. 2 SJE Ra a ee ee ed 1, 185, 000 
Micarag@ie. Uiwigb. bs ee sd eusb uss Ss 919, 000 
PMNS 41550) 133 ed Wek es iw Rares cin edd ene 1, 195, 000 
OT a ta piri hie iliac dager ti gies ain inaieennlite 1, 684, 000 
Lag tes stlntend sratraas her, Sitapireipeitectie = Sani hen hiptig Sabeig on a 2, 996, 000 
LGU = se kee s ee eet ew aes ate eset ienda 619, 000 
WanGweees ee ti eats Bose Se eee ake 225, 000 
Overseas territories. _..............-.--.------- 812, 000 
Regional and undistributed_......-....----..--- 1, 458, 000 
NR OE ee I oe cawes $32, 350, 000 
Interregional Gxpenses... 10. Jes ect i ce is 10, 800, 000 
PON a dicta oncwewdaudla oibedwiida Dadian aes nenae 140, 500, 000 


The Committee recommends a total of $135,000,000 for the fiscal 
ear 1957 for this purpose. This is an increase of $7,500,000 over 1956. 
n recommending less than the budget request, the Committee took 

into account two factors: (1) The large increases approved for this 
program for the past two years, and (2) the difficulties in recruiting 
trained technicians for overseas assignments and resulting delays in 
filling authorized positions. 

The appropriation for this program for fiscal year 1955 was 
$105,000,000. The amount etovited for fiscal year 1956, $127,500,000, 
represented an increase of over 20 percent. The budget request for 
fiscal year 1957 is a further increase of over 10 percent. The Com- 
mittee feels that a more modest rate of increase than that proposed 
by the Executive Branch for fiscal year 1957 will result in a more 
effective and efficient program. 

Recruitment of technicians during the past several years has been 
difficult and slow. The appropriation for fiscal year 1956 provided 
funds for a total of 5,070 technicians. As of March 31, 1956, only 
3,965 technicians had actually been employed, leaving 1,105 authorized 
positions unfilled. As of April 30, 1955—a year earlier—unfilled posi- 
tions totaled about 1,200. 

The budget request for fiscal year 1957 provides for 5,748 techni- 
cians, an increase of 1,783 over those on the payroll as of March 31. 
About 900 persons were added to this program during the past year. 
Based on the experience of the past two years, it appears reasonable 
to expect that no more than half of the vacant positions covered by 
the 1957 budget can be filled during the next year. 

United Nations technical assistance——An appropriation of $15,- 
500,000 is requested to meet the United States contribution to this 
activity for the calendar year 1957. The estimated program for the 
— agencies participating in this program in 1957 totals $31,- 

,000. 

The Committee is not fully satisfied with several features of this 
program. In the first place, the various United Nations agencies re- 
ceiving funds from this source also receive United States support 
through State Department speciation. It is extremel difficult 
to distinguish between their regular activities and those for which 


these additional funds are provided. Further, a certain amount of 
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duplication between this program and the bilateral technical assistance 
program of the United States continues to exist. Also, the oppor- 
tunity for unfriendly nations to use this program for their own 
propaganda purposes is inherent in this type of operation. 

Accordingly, the Committee is proposing only $10,000,000 for 1957 
for this purpose. It believes that a greater portion of United States 
funds should be used for those programs over which more direct 
control can be exerted. 

Organization of American States —The full budget estimate of 
$1,500,000 is recommended for the calendar year 1957. This is the 
same amount as was provided for 1956. This program is making an 
important contribution to the development of Latin America. The 
Committee feels that it should be supported as fully next year as in 
the past. 

OrHEeR PROGRAMS 


Special Presidential Fund—This fund which was established by 
the Mutual Security Act of 1954 is intended to cover program require- 
ments in any part of the world which may become important subse- 
quent to passage of the appropriation bill. The play legislation 
as passed by both Houses includes authority for the budget request 
of $100,000,000. It also permits the President to transfer to the fund 
up to $150,000,000 of amounts appropriated to other items in the bill. 

The Committee recommends the full budget estimate of $100,000,000 
for fiscal year 1957. 

Special assistance, joint control areas.—This program provides for 
financial assistance to West Berlin and technical exchange projects 
in Berlin and Austria. The budget estimate for this purpose, which 
conforms to the authorizing legislatioa, includes $12,000,000 for 
Berlin and $200,000 for Austria. 

The full budget estimate is recommended by the Committee for 
fiscal year 1957 in view of the continued strategic importance of these 
areas to the Western World. 

Intergovernmental Committee for European Migration: This program 
is intended to assist the movement of persons from overpopulated 
countries of Europe to countries such as Canada, Australia, and vari- 
ous Latin American countries, which can use additional manpower. 
The Committee, which is composed of 26 governments, was organized 
in 1951. It is estimated that about 500,000 people have been re- 
located to date and an additional 145,000 refugees will be moved 
during the calendar year 1957. 

The budget request for 1957 of $12,500,000 is based on the continu- 
ing authorization included in the Mutual Security Act of 1954. This 
is the same amount as was appropriated for 1956. 

The full budget estimate is approved. The results of the program 
to date and the continuing aaa to lessen the economic and political 


strain on European Boverniapen by moving such migrants to other 

areas appear to justi 

present levels. 
United Nations refugee fund.—This is a voluntary United Nations 

program established in 1954 (1) to assist refugees in establishing them- 

selves as self-supporting members of the free world, (2) to find insti- 

tutions which will accept difficult cases for lifetime care and main- 


y the continuation of United States support at 
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tenance, and (3) to provide emergency assistance for refugees who are 
destitute and can obtain assistance from no other source. Those 
being assisted are persons who, owing to fear of being persecuted for 
reasons of race, religion, nationality, or political opinion, are outside 
the aire of their nationality. 

The budget request of $2,300,000 for fiscal year 1957 is an increase 
of $1,100,000 over funds appropriated for fiscal year 1956. The 
amount requested covers 18 months—the calendar year 1956 plus the 
first six months of calendar year 1957. This represents an effort to 
move part way in the direction of placing the financing of this program 
on a calendar year basis similar to that for other United Nations 
activities. 

The Committee has included the sum of $2,000,000 in the bill, 
which is intended to cover all United States contributions through 
June 30, 1957. A reasonable rate of expansion of this program will 
be possible within the amount recommended during the 18 months’ 
period covered. 

Escapee program.—The purpose of this United States program is to 
provide reception, interim care and maintenance, and resettlement 
assistance to Soviet and satellite esca in Europe and to undertake 
special assistance projects in behalf of selected escapee groups or 
individuals in all areas of the world. It is used to supplement the 
care and help extended by the countries of asylum to such escapees. 

Between March 1952, the date on which this program was started, 
and January 1956, a total of 80,600 persons in Europe and the Middle 
East had been registered. Of these, 26,900 had been resettled in the 
United States, Canada, Australia, and Latin America, or had been 
locally integrated in Europe. 

An appropriation of $6,000,000 is proposed for the fiscal year 1957— 
the same amount as provided for fiscal vear 1956. In view of the 
decrease in the caseload of this program during the past several years, 
the Committee does not feel that the additional $1,000,000 requested 
can be recommended. 

United Nations Children’s fund.—This fund supports programs for 
the health and welfare of mothers and children in the newly developing 
areas of the world. In the calendar year 1955, the fund aided 264 
projects in 92 countries and territories which benefited an estimated 
32 million children and mothers. 

As is the case with other United Nations programs, this activity is 
operated on a calendar-year basis. Last year the Congress appro- 
priated $14,500,000 to cover a full 18 months’ period, July 1955 
through December 1956, so as to place the financial support on a 
calendar-year basis. The $10,000,000 included in the bill for next 
year represents the United States contribution for only 12 months, 
the calendar year 1957. 

United Nations Relief and Works Agency.—This organization is 
concerned with relief and rehabilitation of the Arab refugees from 
Palestine. As of June 30, 1955, there were nearly one million such 
refugees located in the Middle East, including 499,606 in Jordan, 
214,601 in the Gaza strip, 103,600 in Lebanon, and 88,179 in Syria. 

The 1956 appropriation bill provided $62,000,000 for this program, 
$58,366,750 by new appropriation and $3,633,250 by reauthorizing 
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the use of unobligated balances of prior year funds. It is estimated 
that $16,700,000 of this amount will be used in fiscal year 1956, 
leaving $45,300,000 unobligated as of June 30, 1956. The large 
unobligated balance is due to the fact that the resettlement projects 
included in the 1956 program have not proceeded according to plans 
outlined a year ago. 

The Committee is including language in the bill continuing the 
unused balance available through June 30, 1957. 

Ocean freight, voluntary relief shipments.—This appropriation is used 
to pay costs of ocean freight on shipments of relief supplies colleeted 
by United States voluntary agencies from their members for dis- 
tribution overseas to those in need. 

The appropriation request for fiscal year 1957 is $1,400,000, a 
decrease of $600,000 below 1956. ‘This amount was included in the 
authorizing bill as passed by the House. It was increased to 
$3,000,000 by the Senate in view of the elimination of the separate 
authorization for ocean freight on surplus agricultural commodities. 

The Committee recommends the full amount approved by the 
House in the authorizing bill, $1,400,000. 

Ocean freight, surplus agricultural commodities.—This appropriation 
has been used to pay costs of ocean freight on shipments of United 
States surplus agricultural commodities made available by the United 
States Department of Agriculture to United States voluntary agencies 
for distribution overseas. 

An appropriation of $13,000,000 was made for the fiscal year 1956 
for this purpose. The budget estimate for fiscal year 1957 included 
$14,000,000, an increase of $1,000,000. The enabling legislation as 
passed the House included authorization for the budgeted amount. 
However, the Senate eliminated this authorization from the bill in 
view of the fact that Public Law 540, the Agricultural Act of 1956, 
authorizes the Commodity Credit Corporation to take over the cost 
of transportation on these commodities. 

No funds have been included in the bill for this purpose in view of 
_~ change in basic authorization included in the Agricultural Act 
of 1956. 

Control Act erpenses.—The Director of the International Coopera- 
tion Administration is responsible for the administration of the Battle 
Act program (the Mutual Defense Assistance Control Act of 1951) 
for controlling exports of strategic materials to the countries behind 
the Iron Curtain by countries which receive United States aid. 

The sum of $1,175,000 was provided for administration of this 
program during the fiscal year 1956. The authorizing legislation as 
approved by both Houses and the budget estimate provide for the 
same amount for the fiscal year 1957. Phe Committee has included 
this amount in the bill for the coming fiscal year. 

President’s fund for Asian decdopaiont:=-!Thde fund is provided to 


cover regional projects in the areas of east and south Asia and to 
meet emergency programs which cannot be planned in advance. 
In fiscal year 1956 the enabling legislation authorized a total of 
$200,000,000 to be obligated over a period of three years. Of this 
amount, $100,000,000 was appropriated last year. The budget for 
fiscal year 1957 requests the appropriation of the second $100,000,000. 

The authorizing legislation adopted by the House for fiscal year 1957 
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combined this fund with the special authorization for the Middle 
East and Africa and the development assistance programs for the Near 
East and Africa, Asia, and Latin America, reducing the combined total 
by $100,000,000. It also deleted the separate authorization for the 
Asian development fund. The Senate restored the basic authoriza- 
tion for this fund as a separate item and authorized the full request 
for the other items. 

Testimony before this Committee indicates that only about $10 
million of the fund provided for fiscal year 1956 will be obligated as 
of June 30, 1956. This will leave $90 million available for use in fiscal 
year 1957. In view of this situation, the Committee has not approved 
the additional $100,000,000 requested in the 1957 budget document. 

Special authorization for Middle East and Africa.—This is a new 
appropriations item which has not appeared in previous legislation. 
The fund is proposed for economic purposes only and is designed for 
use exclusively in the Middle East and Africa. 

The budget requested $100,000,000 for this purpose for fiscal year 
1957. As discussed in the previous paragraph, the authorizing bill 
as passed by the House combined this fund with the President’s 
Asian fund and the development assistance programs. The Senate 
version of the enabling bill restored the fund as a separate item in the 
amount of $100,000,000. 

The Committee recommends the full $100,000,000 for fiscal year 
1957 in view of the necessity of providing the President with sufficient 
financial flexibility to meet any type of economic problem which may 
arise in this area during the next twelve months. The bill includes 
the amount as a separate appropriation, rather than as a combined 
ne assistance fund as provided by the House authorizing 

ill. 

Foreign research reactor projects—The bill includes $5,500,000 for 
expenses necessary to enable the President to carry out foreign re- 
search reactor projects as authorized by section 10 of the Mutual 
Security Act of 1956 to help other nations acquire the basic equipment 
knowledge and skills required for widespread peaceful use of atomic 
energy. The United States contribution to any one reactor project 
is limited to $350,000. The Committee was informed that the average 
cost of a project is $700,000. 

Administrative expenses.—The Committee recommends $34,145,000 
for necessary administrative expenses other than military under 
chapter 1 of title I and section 124. The amount provided is 
$1,105,000 below the budget estimate and is the same amount as used 
for the fiscal year 1956 when comparative transfers are taken into 
consideration. 

GENERAL PROVISIONS 


The provision prohibiting the use of mutual security appropriations 
and counterpart funds for the payment of foreign government debt 
is continued. The additional proviso recommended by the executive 
branch has been agreed to with the understanding that it is applicable 
to only two countries and relates only to transactions which occurred 
prior to the original enactment of the provision. 
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The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 


MUTUAL SECURITY APPROPRIATION BILL, 1957 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


On page 6, in connection with General Provisions: 


Sec. 104. None of the funds provided by this Act nor any of 
the counterpart funds generated as a result of assistance under 
this or any other Act shall be used to make payments on account 
of the principal or interest on any debt of any foreign govern- 
ment or on any loan to such government by any other 


foreign government; nor shall any of these funds be expended for 


any purpose for which funds have been withdrawn by any 
reciment country to make payment on such debts: Provided, 
however, That to the extent that funds have been borrowed by any 


foreign government in order to make a deposit of counterpart 


and such deposit is in excess of the amount that would be required 
to be deposited pursuant to the formula prescribed by section 
142 (b) of the Mutual Security Act of 1954, as amended, such 
counterpart may be used in such country for any agreed purpose 
consistent with the provisions of such Act. 


CompuiAnce With Rute XIII, Crause 3 





XII 


PENDING BILL 


On page 7, lines 4 to 10 in- 
clusive, in connection with a 
general provision relating to the 
renee Security Appropriation 

ct: 

Sec. 106. Section 108 of the 
Mutual Security Appropriation 
Act, 1956 (Public Law 208, 84th 
Congress), is hereby amended b 
substituting “‘during the two tn 
ing fiscal years” for ‘‘until June 
30, 1958” in the third sentence 
thereof, and by substituting “under 
the authority of the Mutual Security 
Act of 1954, as amended”’ for “in 
this Act” in the fifth proviso 
thereof. 


The following is submitted in compliance with clause 3, of rule 


EXISTING LAW 


Public Law 208, 84th Congress, 
section 108 of the Mutual Security 
Appropriation Act, 1956: 


Sec. 108. Funds heretofore or 
hereafter allocated to the Depart- 
ment of Defense from any ap- 
propriation for military assistance 
(including funds consolidated with 
any such appropriation but ex- 
cepting funds obligated directly 
against any such appropriation 
for offshore procurement or other 
urposes) shall be accounted for 
y geographic area and by country 
solely on the basis of the value 
of materials delivered and services 
performed (such value to be de- 
termined in accordance with the 
applicable provisions of law gov- 
erning the administration of mili- 
tary assistance). Within the limits 
of amounts available from funds 
so allocated, the Department of 
Defense is authorized to incur, in 
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PENDING BILL 


EXISTING LAW 


applicable appropriations, obliga- 
tions in anticipation of reimburse- 
ment from such allocations, and 
no funds so allocated and available 
shall be withdrawn by administra- 
tive action until the Secretary of 
Defense shall certify that they 
are not required for liquidation of 
obligations so incurred. Unobli- 
gated amounts of such allocations 
equal to the value of orders placed 
with the military departments 
against such allocations shal! be 
reserved and shall remain avail- 
able until June 30, 1958, for 
making such reimbursements (ex- 
cept in case of funds obligated 
directly against such allocations) 
only upon the basis of materials 
delivered and services rendered: 
Provided, That reports of items to 
be delivered against funds reserved 
as provided herein shall be fur- 
nished quarterly by the Secretary 
of Defense to the Committees 
on Appropriations of the Senate 
and the House of Representatives 
and, not less often than once each 
quarter, said Secretary shall make 
a detailed report to the Com- 
mittees on Appropriations of the 
Senate and the House of Repre- 
sentatives, on a delivery or service- 
rendered basis, on all military 
assistance funds allocated and 
available to the Department of 
Defense as of the end of the 
preceding quarter: Provided fur- 
ther, That no reimbursements for 
materials or services shall be made 
after June 30, 1955, until the value 
of materials delivered and services 
performed shall equal the amount 
of expenditures made from all 
appropriations herein and _ here- 
tofore made for military assistance 
as of said date: Provided, however, 
That not to exceed $302,000,000 
of any reimbursement heretofore 
made by the Air Force to military 
assistance appropriations as of 


90015°—57 H. Rept., 84-2, vol. 4——61 
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PENDING BILL 


EXISTING LAW 


June 30, 1955, pursuant to the 
provisions of this section shall be 
considered null and void and 
materials and services of an equiv- 
alent amount shall be delivered or 
performed by the Air Force for 
military assistance purposes with- 
out reimbursement: Provided fur- 
ther, That in the event the Presi- 
dent shall determine that supplies 
and equipment ordered against 
funds so allocated are required for 
the defense of the United States, 
the amount allocated for supplies 
and materials required for such 
purpose shall be returned to the 
appropriation from which allo- 
cated: Provided further, That funds 
appropriated in this Act for mili- 
tary assistance (including specified 
amounts of unobligated balances 
and funds consolidated with any 
such appropriation), amounts 
certified pursuant to section 1311 
of the Supplemental Appropria- 
tion Act, 1955, and, where author- 
ized by the President, funds made 
available to the Department of 
Defense under seciion 401 of the 
Mutual Security Act of 1954, as 
amended, shall be maintained in 
one account which shall be used 
for all transactions involving mili- 
tary assistance during the current 
fiscal year and no expenditure 
shall be made from such account 
except as may be within the limits 
of the sum of the amounts men- 
tioned in this proviso: Provided 
further, That nothing in this Act 
shall be construed as making any 
appropriation or fund available 
for obligation after the end of the 
current fiscal vear except as may 
be necessary for reimbursements 
authorized herein. 
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84TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2637 





CONSIDERATION OF H. R. 12130 





Jury 6, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 583) 


The Committee on Rules, having had under consideration House 
Resolution 583, report the same to the House with the recommendation 
that the resolution do pass. 


O 


71008 
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SUPPLEMENTAL APPROPRIATION BILL, 1957 





Jvory 7, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


(To accompany H. R. 12138) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations to supply 
certain regular and supplemental appropriations for the fiscal year 
ending June 30, 1957, and for other purposes. 

The estimates upon which the bill is based are contained in House 
Documents Nos. 256, 318, 373, 400, 401, 403, 420, 424, 426, and 440. 
The bill is divided into chapters corresponding to the subcommittees 
considering the estimates. The recommendations contained in the 
bill are a result of deliberations of the several subcommittees as 
approved by the full Committee. 


SuMMARY OF BILL 


Budget estimates considered by the Committee total $1,222,849 525. 
Appropriations recommended total $1,555,535,425, an increase of 
$332,685,900. The various items of increase are more than offset by 
specific and indefinite rescissions in excess of $365,000,000. Amounts 
of the estimates and recommendations are distributed by chapters of 
the bill as indicated in the following table. 
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CHAPTER I 


SUBCOMMITTEE 


JAMIE L, WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
CHARLES B. DEANE, North Carolina WALT HORAN, Washington 
WILLIAM H. NATCHER, Kentucky CHARLES W. VURSELL, Illinois 


DEPARTMENT OF AGRICULTURE 


AGRICULTURAL RESEARCH SERVICE 


Salaries and expenses.—House Documents Nos. 403 and 407 in- 
cluded estimates of $2,500,000, $2,175,000 for eradication of the 
Mediterranean fruitfly in Florida and $325,000 for the burrowing 
nematode problem in Florida. Of the amount for the Mediterranean 
fruitfly, $1,250,000 was provided for the fiscal year 1956; the balance 
was proposed for the fiscal year 1957. 

Inasmuch as these items were included in the regular appropriation 
bill for fiscal year 1957 (P. L. 554, 84th Congress), they have been 
excluded from the accompanying bill. 


CommopitTy STABILIZATION SERVICE 


Sugar Act program.—Language was included in House Document 
No. 403 to increase by $189,000 the limitation for administrative 
expenses for fiscal year 1957 to meet additional functions contained 
in revisions to the Sugar Act approved on May 29, 1956 (P. L. 545, 
84th Congress). To enable he Department to meet these new 
responsibilities, and to place compliance checking on a current basis 
as rapidly as possible, the Committee recommends the budget proposal. 


FeperAL Crop INSURANCE CORPORATION 


Subscription to capital stock.—The prppreed language contained in 
the accompanying bill will authorize the Secretary of the Treasury to 
provide an additional $13,000,000 for capital stock of the corporation. 
Capital stock of $100,000,000 is authorized of which $27,000,000 has 
been subscribed to date. 

In view of heavy crop losses in certain disaster counties in recent 
years, the capital stock of the Corporation has been substantially 
reduced. It is estimated that the Corporation’s net capital was 
about $13.7 million as of June 30, 1956. Since a major portion of 
indemnities for the current year will be due in August and the bulk 
of op ee collections are not available until several months later, 
early loss claims could exhaust the $13.7 million before premium 
income is available. 

The Committee therefore recommends the proposed increase in the 
capital stock at this time to assure continued operation of this pro- 

, particularly in view of possible heavy losses in drought and 
isaster areas. It believes that assistance in disaster areas through 
this program is preferable to aid through disaster relief programs. 
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CHAPTER II 


SUBCOMMITTEE 
PRINCE H. PRESTON, Georgia, Chairman 
ALBERT THOMAS, Texas CLIFF CLEVENGER, Ohio 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 
SIDNEY R. YATES, Miinois WALT HORAN, W: 
JOHN F. SHELLEY, California EDWARD T. MILLER, Maryland 


DANIEL J, FLOOD, Pennsylvania 


DEPARTMENT OF COMMERCE 
Civi. AERONAUTICS ADMINISTRATION 


Land isition, additional Washington Airport—The Committee 
recommends the budget estimate of $2,429 to cover two deficiency 
judgments in connection with land acquired near Burke, Va. in 1951. 

his amount will complete settlement with landowners who had 
requested court review of land appraisals acquired under initial con- 
demnation proceedings. 


Coast AnD Gropetic SuRVEY 


Salaries and expenses.—The bill includes language which will permit 
the use of up to $10,000 during the calendar year 1957 to commemorate 
the 150th anniversary of the Coast and Geodetic Survey. A similar 
event was held at the time of the 100th anniversary of this organization. 


BusINEss AND DEFENSE SERVICES ADMINISTRATION 


Salaries and expenses.—The sum of $75,000 is provided to undertake 
a special study by contract of available supplies of scrap within the 
United States. House Document No. 403 proposed this amount to 
undertake such a study for iron and steel scrap pursuant to Public 
Law 631. 84th Congress. In approving this amount, the Committee 
directs that such survey be expanded to include a similar study of 
supplies of nickel pursuant to legislation now pending before Congress. 


Bureau or Foreign CoMMERCE 


Export control.—The budget estimate of $3,000,000 is proposed for 
the fiscal year 1957 for this program. This item was not included in 
the regular annual appropriation bill in view of the need for legislation 
to continue the program after June 30, 1956. Now that continuing 
legislation has been enacted, the Committee recommends funds for 
the coming fiscal year. 

Effective enforcement of export controls requires checking of export 
declarations and inspection of outgoing shipments by Customs Agents. 
In order to permit more careful dieting and more complete inspec- 
tions, an increase of $200,000 for transfer to the Bureau of Customs is 
provided for the next year. 
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Bureau or Pusuic Roaps 


Jones Point Bridge-—The Committee recommends the full budget 
estimate of $14,325,000 for this project. This amount provides 
$12,755,000 for construction, $500,000 for right-of-way and approach 
grading in Maryland, and $1,070,000 for field supervision and con- 
tingencies. It is expected that work will get underway early in 
calendar year 1957 and will be completed in about three years. 

Insofar as the Committee is advised, this is the first time Federal 
funds have been appropriated to cover the full cost of constructing a 
bridge between two States with neither end touching the District of 
Columbia. It does not feel that approval of this appropriation estab- 
lishes any precedent on this matter, however, since the principal 
purpose of the bridge is to provide a by-pass for interstate traffic and 
thereby relieve congestion on District of Columbia streets. The 
Committee does feel, however, that benefits to the States of Maryland 
and Virginia justify their assumption of the full cost of maintenance 
and operation, as contemplated by the authorizing legislation. 


INDEPENDENT OFFICE 
ApvisoryY CoMMITTEE ON WEATHER CONTROL 


Salaries and expenses—The Committee has denied the estimate of 
$350,000 for this activity, feeling that serious question exists as to 
whether or not its continuation is necessary. In addition, legislation 


authorizing extension of the Advisory Committee has not as yet been 
approved, 
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CHAPTER III 


SUBCOMMITTEB 

GEORGE H. MAHON, Texas, Chairman 
HARRY R. SHEPPARD, California RICHARD B. WIGGLESWORTH, Massachusetts 
ROBERT L. F. SIKES, Florida ERRETT P. SCRIVNER, Kansas 
W. F. NORRELL, Arkansas GERALD R. FORD, Jr., Michigan 
JAMIE L. WHITTEN, Mississippi EDWARD T. MILLER, Maryland 
GEORGE W. ANDREWS, Alabama HAROLD C, OSTERTAG, New York 
JOHN J. RILEY, South Carolina GLENN R. DAVIS, Wisconsin 


CHARLES B. DEANE, North Carolina 
DANIEL J. FLOOD, Pennsylvania 


CENTRAL INTELLIGENCE AGENCY 


The bill includes the full budget estimate of $49,000,000 for proceed- 
ing with the construction of a building to house this agency. This 
amount represents the balance of the total of $54,500,000 authorized 
for the project, although the Committee is informed that an increase 
in the amount authorized will be requested of the Congress next fiscal 
year. Of the total thus far authorized and appropriated, $46,000,000 
is for the building and appurtenances and $8,500,000 for transfer to the 
Bureau of Public Roads for extension of the George Washington 
Memorial Parkway. 


DEPARTMENT OF DEFENSE 
Miuirary ConstructTION 


The budget documents (H. Doc. 318 and 373) contained a total 
request of $1,041,450,000 in direct appropriations for military con- 
struction, including $5,450,000 to be transferred to the Coast Guard 
for construction of Loran stations. The bill includes the total amount 
of $1,398,450,000, an increase of $357,000,000, which increase results 
from a decision of the Committee to provide a direct appropriation to 
the Air Force in lieu of partially funding this program by a transfer of 
$357 ,000,000 from the Army Stock Fund as proposed by the Budget. 
Instead, a rescission of this amount is recommended in the Army 
Stock Fund. The total in direet appropriations represents an increase 
of $210,080,700 over the amount provided for fiscal year 1956. 

However, an accurate statement as to the cost of the military 
construction program must include the amounts made available by 
transfer from other appropriations or departmental funds. The total 
fund availability for the fiscal year 1956 program (including $2,250,000 
for access roads) is $1,928,446,300, of which $740,077,000 was derived 
by transfer from the procurement and production appropriation of 
the Army. The comparable fund availability for the fiscal year 1957 
program, as recommended, is $1,826,450,000, of which the amount of 
$428,000,000 is to be derived by transfer from Army, Navy and 
Marine Corps stock funds. Accordingly, total funds made available 
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for the fiscal year 1957 program are nearly $102,000,000 less than for 
the 1956 program. 

The total of unobligated balances anticipated to be carried into 
fiscal year 1957 by the three military departments is approximately 
$873,000,000. While nearayas of these funds are expand to be com- 
mitted, the Committee feels that such large unobligated balances are 
unnecessary and discusses the matter subsequently in this report. 

The total cost of projects contained in the 1957 program, as pre- 
sented, is estimated at $2,967,000,000. Reduction by the Committee 
of the number of projects that may be initiated during the ensuing 
fiscal year reduces this total to approximately $2,305,000,000. 

The Committee recalls its recent investigation of procurement 
policies and procedures of the Department of Defense and the im- 
provements which have been made are continuing to be made as a 
result of this inquiry. A similar investigation covering all phases of 
military construction will be soon initiated and the results thereof 
considered in connection with the fiscal year 1958 program. 


FAMILY HOUSING 


The matter of adequate family housing continues to be of great 
interest to the Committee, and the bill reflects substantial approval 
of the family housing program which was presented. 

The major portion of the military construction program is based on 
peacetime requirements projected into an indefinite future. Methods 
of warfare are becoming increasingly complex and technical, and, 
similarly, the duties and responsibilities of the individual serviceman 
have become increasingly complex and technical. The tremendous 
annual cost resulting from the large turnover of military personnel 
is undoubtedly one of the most wasteful features of our defense spend- 
ing. The Committee ascribes a substantial portion of this turnover 
and resultant costs to inadequate and substandard family housing. 

Legislation, recently enacted and pending, will do much to retain 
the highly skilled and trained technicians required to operate our 
preeeer nny war machine. One important factor which has been 
acking and to which the Department must devote greater effort is 
that of family housing. Technicians trained by the Services are in 
constant and increasing demand for employment in private industry. 
While the Services cannot provide all of the benefits entailed in private 
po ee reasonable living conditions, a basic requirement, can 
and should be provided. 

The fiscal year 1957 program provides for a total of 84,218 housing 
units, as follows: 


90015°—57 H. Rept., 84-2, vol. 4——-62 
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Number Cost 
of units 





yr 
Appropriated funds 









































TARR aera Cee OES ME Sn en | ee a SORE A ons 196 $4, 136, 000 
Public Law 480, 83d Cong. (surplus agricultural commodities) .............-- 505 5, 046, 000 
Public Law 345, 84th Cong. (Capehart)_... 19, 000 1 15, 000, 000 

Subtotal. --| 19,701 24, 182, 000 

Navy— 
popronetated QenNG et stick Bins onwqddbdehiichhcascilogehochdbhebbiaed 338 6, 807, 000 
Public Law 345, 84th Cong. (Capehart) - sd sihiaihahais tniienlieeeiibihatiaamheiiges 7, 670 @ 

Subtotal ae és oieaindnindnaeniistrniusderclmammatalianise 8, 008 6, 807, 000 

Air Force— 
opps MITE TAI did nisin nctencdinnes aah an enn nei dink meetieemenainemaiiiaian 3, 349 54, 292, 000 
Public Law 480, 83d Cong (surplus agricultural commodities). ..............- 607 12, 541, 000 
Public Law 345, Sth Cong (Capehart) . 1... cccc cccccedccncccecscane= 52, 000 1 15, 238, 000 
Public Law 534, 82d Cong. (rental guaranty) - ...........2--- 222-2 n eee neeee WP tanatacunencede 

DO sania > ncuulinseRuanubuceenenounde 56, 509 82, 071, 000 
Chea CAA oicendntnendhbiad duanteenebatll cae a, 84, 218 113, 060, 000 














1 Provides for land, utilities and site preparation. 
2 Revolving fund of $2,000,000 previously established. 


While it is not expected that more than 10 or 20 percent of the Public 
Law 345 housing will be constructed during 1957, the Department is 
urged to do everything possible to expedite all family housing con- 
struction. 


GROUND-TO-AIR GUIDED MISSILES 


Recent developments and testimony before the Committee have 
disclosed the fact that the Army and the Air Force are planning 
ground-to-air guided missile installations for air defense purposes 
that appear to be duplicative from the standpoint of missions assigned 
to each of these Services. In this regard, the Air Force is now pro- 
posing to purchase sites and install launching equipment for the 
ground-to-air Talos guided missile for the air defense of certain 
important areas in the same manner that the Army is planning an 
increase in the present number of equipped sites for launching the 
Nike-B guided missile for air defense of similar areas. This raises 
the question as to which Service can best carry out the mission. In 
the opinion of the Committee, based on currently available informa- 
tion, this mission should not be divided between the two Services. 
There has been considerable discussion of the relative merits of the 
Talos and Nike missiles as air defense weapons, as well as charges by 
both Army and Air Force officials that each Service is invading mis- 
sions in the air defense field assigned to the other Service. It appears 
that the taxpayer will be the principal loser in such a quarrel. 

It is the responsibility of the Secretary of Defense to see that funds 
and effort are not wasted in useless competitive rivalry between the 
Services. The Committee has previously requested, but not yet re- 
ceived, a statement from the Secretary on this problem. That request 
is reiterated. The Committee is most anxious that this phase of the 
air defense program be finalized and specific service assignments made. 
This problem should be immediately resolved in the interest of national 
defense and the most effective utilization of appropriated funds. 
The Committee is very much concerned that sduch ling between the 
Services will delay the necessary build-up of our air defenses. Con- 
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sequently, it is strongly urged that the Secretary take immediate 
steps to appoint a committee of qualified experts in this field, selected 
from outside of the military departments or private business enter- 
prises which may be directly involved, to make an impartial and 
objective evaluation as to the merits and potentialities of the Talos 
and Nike missiles as air defense weapons. In addition, it is impera- 
tive that the question of air defense missions in the missile field be 
resolved and definitized as between the two Services involved. 


APPORTIONMENT AND FUNDING PROCEDURES 


It has become increasingly apparent to the Committee that the 
methods of handling military public works funds and projects from 
the time they are presente bor approval by the military services 
through the authorization, appropriation, and apportionment pro- 
cedures, are so time-consuming and extensive as to be indefensible. 
Prior to the presentation of construction programs to the Congress 
for authorization, the individual projects are reviewed by both the 
Assistant Secretary of Defense (Comptroller) and the Assistant 
Secretary of Defense (Properties and Installations) as well as the 
Bureau of the Budget. These three offices similarly review the 
estimates submitted to Congress for funding these same projects. 
The programs are subsequently authorized and funded by the Congress 
after thorough reviews by the Armed Services and Appropriations 
Committees of the House and Senate. 

In presenting the fiscal year 1957 program the individual military 
services and the Office of the Secretary of Defense justified to the 
Congress the immediate need for these projects, and the Bureau of 
the Budget in its formal submission states as follows: 


The foregoing proposed supplemental appropriations will 
be necessary to implement existing statutory authority for 
military and naval public works as well as authority ex- 

ected to be Bertie d during the current session of Congress 
or projects which are essential in the current and long-range 
programs to strengthen and modernize our Armed Forces. 


Yet, it is disclosed that in implementing the authorization and 
appropriation actions of the Congress in the past, the Office of the 
Secretary of Defense and the Bureau of the Budget did not consider 
these approved programs as being sufficiently firm and specific to 
permit the release of funds for construction work. Instead, they 
repeat almost the entire action of review, examining and requiring 
rejustification of each individual line item in the request of each 
military department for the necessary apportionment of funds, and 
frequently changing policies and programs previously presented to the 
Congress as firm and necessary. Such action clearly indicates that 
the programs were not properly reviewed by the Office of the Secretary 
of Defense and the Bureau of the ve in advance of their presenta- 
tion to the Congress and were not based on the sound and firmly 


oe" om Fee requirements which the witnesses would have the Congress 
ieve. 

The Committee and the Congress not only expect but must insist 
on thorough reviews of military construction programs by the egencies 
concerned prior to submission of authorization and appropriation 
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requests. The Committee is of the firm belief that the present 
method of apportioning for military construction involving re-reviews 
of previously approved line items is unnecessarily cumbersome and 
serves to delay and confuse the effective implementation of the 
military construction progr as approved by the Congress. 

¢ 


Section 1211 of Public Law 759 of the 81st Congress states in part: 


All apportionments of funds not limited to a definite period of 
time, * * * shall be so apportioned as to achieve the most 
effective and economical use thereof. 


Certainly the method of apportionment of funds now employed by 
the Office of the Secretary of Defense and the Bureau of the Budget 
permits neither the most effective nor economical use of funds. 

The Office of the Secretary of Defense and the Bureau of the 
Budget annually request the Congress to approve construction pro- 
grams in excess of the funds requested. Yet, following Congressional 
approval, they insist that the military services tie down their specific 
request to them for funds to individual line items, the total costs of 
which are not in excess of the requested apportionment of funds. 
The Committee believes that a proper and sensible approach to this 
matter would be a lump-sum apportionment for each Service. Under 
this procedure, the individual Services would prepare a specific list 
of items of construction which would be limited to projects authorized 
by law, approved for funding by the Congress, and determined by 
that military service to be currently valid requirements. Such an 
apportionment procedure would permit the Department to make 
maximum utilization of available funds in accomplishing essential 
construction as well as serve to reduce the time-consuming and non- 
productive administrative work entailed by the present procedure. 

A provision effectuating the procedure above outlined is included in 
the accompanying bill as section 309. The Committee, by its action, 
is by no means advocating a loose fiscal policy for a program involving 
billions of dollars, or for any other program. On the contrary, it is 
firmly convinced that the recommendations contained in both the bill 
and this report will result in substantial savings without in any way 
diminishing the needed administrative controls. 

The present practice relative to the control of funds reserved for 
government cost and construction contingencies also seems impracti- 
cal. Existing policy of the Executive Branch requires the military 
services to reserve funds for all government costs and construction 
contingencies anticipated during the construction eee of the 
project, even though only a portion of these funds will be obligated 
during the operating fiscal year. The Committee believes that 
modification of the present system, to provide for the reservation 
of only the government costs and construction contingencies antici- 
pated to be needed during the operating fiscal year would be a more 
fiscally sound procedure. This aE reduce the amount of un- 
obligated balances carried forward each year and, in addition, free a 
substantial amount of money for application to actual construction 
of projects. The Committee desires that the Director of the Bureau of 
the Budget and the Office of the Secretary of Defense modify their 
present funding procedures by discontinuing the present practice 
of reserving funds for government cost and construction contingencies 
in excess of amounts required for obligation during the operating 
fiscal year. 
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DEPARTMENT OF THE ARMY 



































PROGRAM 


For its 1957 Military Construction Program the Department of the 
Army has requested approval of authorization totaling $350,758,560 
composed of new authorization in the amount of $304,562,000, prior 
authorization not previously approved by the Committee totaling 
$42,163,000, an increase of $460,000 to meet a deficiency over the 
amount granted in fiscal years 1955 and 1956, $25,000 for a study to 
determine an appropriate site for the relocation of the San Jacinto 
Ordnance Depot, and $3,548,560 for access roads serving defense 
facilities, as set out in the general provisions of this chapter. Coupled 
with this request for consideration of the fiscal year 1957 program is 
prior authorization previously approved and funded by the Com- 
mittee, but not executed by the Department, in the amount of 
$338,000,000 which gives a total contemplated program for execution 
in the coming fiscal year of $688,758,560. 

The Committee recommends a decrease of $10,069,000 in the new 

authorization requested thus allowing $340,689,560 and reducing the 
total program to $678,689,560. The specific reductions made are set 
forth in detail later in this report. 
The program as recommended will provide facilities in the following 
categories: Operational and training facilities, $161,035,000; mainte- 
nance and production facilities, $28,484,000; research, development 
and test facilities, $33,877,000; supply facilities, $18,940,000; hospital 
and medical facilities, $4,218,000; administrative facilities, $11,341,000; 
housing and community facilities, $21,595,000; utilities and ground 
improvements, $22,738,000; real estate, $4,563,000; advance planning, 
$9,865,000; emergency construction, $5,000,000; Capehart housing 
utilities, $15,000,000; totaling $336,656,000 including both prior and 
new authorization, of which $237,869,000 is for work within Conti- 
nental United States and $98,787,000 for installations overseas in- 
cluding United States territories. 


FUNDING 


Funds to be made available for implementation of the program 
total $497,000,000 of which $304,000,000 is carried over from fiscal 
year 1956, and $193,000,000 is to be derived from excess cash balances 
generated through the operation of the Army Stock Fund and trans- 
ferred to the appropriation “Military Construction, Army”. The 
Committee recommends that the full amount requested by transfer 
be allowed and that the program be financed in the manner proposed. 
This provides an overprogramming of $181,689,560 or 27 percent. 
Obligations during fiscal year 1957 are estimated to be $400,000,000, 
approximately the same level as for the current fiscal year. Experi- 
ence of the Department has been that it is necessary to overprogram 
by approximately 25 percent to provide for the normal delays in exe- 
cution and to keep a program of this magnitude in operation. 

The Committee has noted the manner in which the Army has re- 
duced the large unobligated balances which have been available during 
the past few years. It is estimated that by the end of the coming 
fiscal year only $97 million will remain and approximately two-thirds 
of that amount will be committed in government costs and contingen- 
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cies. The Committee recognizes the need for a minimum carryover 
of unobligated balances at the end of each year in order that the mo- 
mentum of the program is not lost during the period of processing new 
appropriations to the construction agencies in the field. It is noted 
that the program of advance design which the Committee has provided 
for the past few years has made possible more definite requirements 
and improved the accuracy of project estimates. 


COMMITTEE ACTION ON PROJECTS 


The tabulation which follows sets forth the amounts programmed 


for the different projects as justified to the Committee and for which 
approval is recommended: 


DEPARTMENT OF THE ARMY 
CoNnTINENTAL UNITED STaTEs 
TECHNICAL SERVICES FACILITIES 


Ordnance Corps: 
Aberdeen Proving Ground, Md 




















SOIREE BEAT CS epee eae Mphes gi ee $147, 000 
Black Hills Ordnance Depot, S. Dak..............--.----.. 445, 000 
Jet Propulsion Laboratory RL INES BRE AS 15D alte be has 143, 000 
Pueblo Ordnance Depot, | 2 UF leeg bi et ewan 2, 142, 000 
Re ROO ER gs gh cob akoGebunmmnaunene 5, 259, 000 
Renecs Ordnanes’ Denot, Noy so oo oo ee a Ske 88, 000 
Umatilla Ordnance Depot, Oreg._.--.-.-.....-...--------- 258, 000 
White Sands Proving Ground, N. Mex........---.....----- 693, 000 
AOA CROEIOG CANIN oe aa! cialis ochcgin pine merge owing acae 9, 175, 000 
Quartermaster Corps: 
Atiabta General- Depot, (Ga 5 on os ce inec ness eee eed 832, 000 
Columbia QM Market Center, 8. C.....-2. 2. 98, 000 
Fort: Worth General Depot, Tet. 1, 285, 000 
New Cumberland General Depot, Whe ee he ee ee a 631, 000 
Sharpe General Depot, Calif. ..............-....2....--..- 655, 000 
Total, (aartermatter Core... oo. cae veneuviaden 3, 501, 000 
Chemical Corps: 
Army Chemical Center, Md. usta J ccc cncdannncccuccc 368, 000 
REUNITE PRTNER IR UN as ea nds ints di aca des ial aaekekan 913, 000 
Dugway Proving Ground, Utah. .-...-...-.2.2.2.22-2----e 867, 000 
oes Chetan CO. 5 sn sins dikcnvdannivinvietneddidmonsbe 2, 148, 000 
Signal Corps: Fort Huachuca, Ariz__.........-....2...----- ke 6, 856, 000 
Corps of Engineers: Fort Belvoir, Va_......-.-.-.---.-....--- 492, 000 
Transportation Corps: 
I RE ete ae So oe ee Ape Se: 1, 231, 000 
Onetana Army Bees. “Oalt 5.22. ee 371, 000 
West Coast Ammo Terminal, Calif. ................-.... . 3, , 000 
ORL, LIREERORSAUOD COPIES aint cides dint cduicdnamusiamedink 4, $11, 000 
Medical Corps: Walter Reed Army Medical Center, D. C_......- 4, 209, 000 


Total, Technical services facilities 
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FIELD FORCES FACILITIES 


First Army Area: 


S ietiettiateiette tet th ee ee ee 
Cee ee ee ee ee ee 
eid ee ee 


Slt ee ee ee ee ee ee 


Total, First Army Area 


Second Army Area: 
ET PPM a sod trie na Sen eben bciesabeher Rinse o paddcaetoete abana 
ene Caeurns 07s NOONEO, NO ee cc ccneccwoesiiecitic 
South Park Military Reservation, Pa 


Total, Second Army Area 


Third Army Area: 
Fort Benning, Ga 
Fort Brag 
Charlotte 
Fort McClellan, Ala 
Fort Rucker, Ala 


Os CIEE ACING ATOR oan ocr anleaslivatusiddaennawt 
Fourth Army Area: 
abt Tes Weise Wee SU A SE Aa nbn si etic chicos 
Fort Hood, Tex 
Fort Sill, Okla 


Total, Fourth Army Area 


Fifth Army Area: 
ee CRIN Cis 4a Sica egnnndnimeanesinnamnutnwdietites 
Fort Benj. Harrison, Ind 
Bee ORME EO Se ora dec erie reer cope ences chines 
Mee ees ME hk oo fe taenb ape sd se eb osaaace 
St. Louis Support Center, Mo 


ee ee 


Total, Fifth Army Area 


Sixth Army Area: 
United States Disciplinary Barracks, Calif 
Fort Lewis, Wash 
Fort Ord, Calif 


Total, Sixth Army Area 


Military District of Washington: Fort McNair, D. C....-..-.---- 
Armed Forces special weapons project: 
ENE DONO, Tid cncnndnntans tind wane cede aaK Ale 
Sandia Base, N. Mex 


Total, Armed Forces special weapons project 


ee 


Tactical sites, support facilities: Various locations.........------ 
Total, Geld forces facilities. 24s) cca did < cin cukicun inane 
Total, continental United States 


2, 151, 000 


. 300, 000 
362, 000 








5, 301, 000 
2, 457, 000 
4, 173, 000 


11, 931, 000 


3, 253, 000 

140, 000 
6, 325, 000 
1, 850, 000 
3, 346, 000 


14, 914, 000 


197, 000 
3, 357, 000 
223, 000 


3, 777, 000 
250, 000 








90, 334, 000 
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OUTSIDE CONTINENTAL UNITED STATES 

















Alaska Area: 
tether Ait Peres BEGG osu cdacacivesscneties os Se $1, 688, 000 
Welt Richerson. cc cciawscidvaniacecni cdsaciewiarcuckads 2, 333, 000 
Wt Sc ce ciated taken dn creenausmcecndandcneebed 2, 849, 000 
WOE PRMMOR sinc cccatinrdccdadendicadncobencnctaseosil 352, 000 
ToGnl, Alkake AIO cas aca nctucdicess cu Sones 7, 222, 000 
Pacific Command Area: 
PN SHORES Ss Acta iekkn tennndcabodbnetienebencbilaa 143, 000 
PNG es 2 Buk akc ecusenveneccatecesediUeateebueckhia 136, 000 
Sohofield Barracks, “TI... Ho.uawec neha balls seva. eeeiliad 2, 668, 000 
Total, Pacific Command Area_........-.....--.-.------- 2, 947, 000 
Caribbean Command Area: Panama Canal Zone. .......------.- 4, 060, 000 
United States Army, Europe (various locations) .............-.--. 17, 994, 000 
Total, outside continental United States_..............-... 29, 223, 000 
CLASSIFIED INSTALLATIONS 
Various locations (including tactical)_................-...------ 187, 234, 000 
GENERAL CONTINENTAL UNITED STATES AND OVERSEAS 
MIA RNIN oF ti a nea geiiganededonenaennqeniiel 9, 865, 000 
DACRE GONG io Chica cdscdneuecannnncameksumuce , 000, 000 
WeRities; Canchart. housing < 4 2.6. cinndn nn onan sesdcvnsnecisens 15, 000, 000 
Deficiency in prior authorization/appropriation: 
Da ie Rae ER IE EER BUSES pS DE OP Sa CLES ROU ne aD 350, 000 
a MN ois een ee oie he bake 110, 000 
San Jacinto Ordnance Depot study. ....-..-.----- 2. eee 25, 000 
PA iii eek Slides sca ccanie inte teins wien aaah 3, 548, 560 
ee ’ ep aea OTe ange Serta ea RAE 8 1 ION ye Eke: SENT 33, 898, 560 
| No a tS eae MMe Pg RRR Pe SRNODE? Bie! 7 OT 340, 689, 560 


Included in the program is $136,900,000 for tactical facilities, 
rincipally Nike, and $8,506,000 for tactical sites support facilities. 
he latter item consists of logistical support-type facilities for the 

Nike system within Continental United States. The Committee 
recommends approval of these two items, however it is very concerned 
with the problems currently under discussion in the antiaircraft and 
missile fields and is expressing its position in regard to this matter in 
the preceding portion of this report. 

As indicated above, certain reductions in the program have been 
effected by the Committee, as follows: 

Army Chemical Center, Md., $521,000.—The request of $280,000 to 
renovate two buildings for troop housing has been denied. The 
Committee doubts that the conversion of these old structures will 
meet the standards desired for permanent troop housing. The 
Department is directed to restudy this project to determine if it is 
economically wise and desirable to proceed with the renovations 
ee Funds for the marine dock in the amount of $241,000 

ave been denied. This request provided for the rehabilitation of 
the existing dock and construction of a new dock. A restudy of this 
item is also in order and it is felt that the entire problem of transporting 
materials to the test area should be explored with a view toward 
developing alternate plans to accomplish the mission. 
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Yuma Test Station, Ariz., $1,520,000.—The facilities proposed for 
this installation were to be permanent type construction. asmuch 
as this station has not been designated a permanent base and testimony 
indicated that construction would not = started until such designa- 
tion, the Committee has denied the funds. The items eliminated were 
bachelor officers’ quarters, $357,000; barracks for enlisted men, 
$1,016,000; engineering laboratory, $30,000; and a weapons storage 
and security building, $117,000. Temporary facilities are presently 
available and can continue to be utilized. 

Fort Lesley J. McNair, D. C. (Academic Building, Industrial College), 
$3,861 ,000.—The Committee has deferred funding for the actual con- 
struction of this project due to the long lead time required for design 
of the structure and has allowed $250,000 for that purpose. It is felt 
that the program will not be delayed by this procedure and it wiil 
enable the Department to refine the estimates for presentation next 
year. 

Fort Buckner, Okinawa, $540,000—The Committee recognizes the 
need for facilities at this important installation, but is not satisfied 
that the items requested are presently needed or located where they 
can be fully utilized in the future. These projects should be restudied 
and full consideration given to coordination with construction pro- 
tae of the other Services. The items eliminated are as follows: 

redging, White Beach pier, $100,000; POL storage facilities, 
$158,000; veterinary and preventive medicine building, $52,000; and 
a maintenance shop and motor pool facilities, $230,000. 

Nuclear Heating and Power Plant, $3,627 ,000.—This project is a con- 
tinuation of the Fort Belvoir development project carried on jointly 
by the Army and the Atomic Energy Commission. It is planned to 
build a test plant in Alaska to determine the feasibility of such plants 
in remote areas. It was testified that actual construction probably 
could not be started before fiscal year 1958 and the Committee believes 
that this is an optimistic estimate due to the long lead time necessary 
in the development of the equipment as well as the special design 
required for the structure to house it. For this reason the Committee 
has deferred funds for construction, but has allowed $500,000 for 
a purposes, feeling that estimated requirements will be on a 
much firmer basis when presented next year. 


REDUCTION IN APPROPRIATIONS 


The Committee has made provision for the rescission of $357,- 
000,000 of excess cash available in the Army Stock Fund, such money 
to be returned to the Treasury. This amount is in addition to the 
transfer of $193,000,000 to the appropriation ‘‘Military Construction, 
Army.” 

DEPARTMENT OF THE Navy 


APPROPRIATIONS AND ESTIMATES 


The budget estimates for the Department of the Navy, Military 
Construction, as contained in House Document 318 of the present 
Congress, total $400,000,000. The Committee has approved the 
estimate as submitted to the Congress, which provides $165,000,000 
of new money and $200,000,000 to be derived by transfer from the 
Navy stock fund, and $35,000,000 from the Marine Corps stock fund. 
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This is a decrease of $42,628,300 from the funds appropriated for 
similar activities in fiscal year 1956. 


GENERAL STATEMENT 


The need for a fully implemented military construction program to 
provide the proper facilities for the modern Navy cannot be over- 
emphasized. The fact that such a program does not exist today is 
obvious to the Committee. The reasons for this situation are legion, 
many of them beyond the control of the Department of the Navy. 
Others, however, are decidedly within their control, and must be 
eliminated. Chief among these is the apparent need for realization 
on the part of the top command and administrative echelons of the 
Navy, both military and civilian, that the military construction 

rogram is one of the chief factors in providing the proper facilities 
and skilled personnel which today’s Novy demands. The constant 
emphasis and vigorous leadership required for a realistic program 
have been provided at best only spasmodically. They must be 
provided most diligently in the future. The lack of firm requirements, 
insufficient personnel, inadequate advance planning, are examples of 
the problems which have plagued this program in the past. The 
Navy has made progress in alleviating some of these difficulties, but 
it is insufficient progress and must be increased at a rapid rate. The 
time to eliminate the indecision and timidity which have characterized 
this program in the past is overdue. It must be pushed ahead with 
the vigorous leadership and boldness of action, which have become so 
characteristic of other Navy programs. 

There are several factors outside the control of the Department of 
the Navy which have contributed to unduly delaying the military 
public works program. Many of these factors are attributable to 
the Department of Defense and the Bureau of the Budget. The 
matter of apportionment procedures has been discussed in other sec- 
tions of this report. In addition to these restrictive procedures, in 
the past, it has been the policy of the Department of Defense and the 
Bureau of the Budget to place apportionment and obligation = 
and restrictions on construction funds available to the Navy. In 
fiscal year 1956, the President, on the recommendations of the De- 
partment of Defense and the Bureau of the Budget, requested ap- 
proval of a military construction funding program in excess of 
$646,000,000, and appropriations of $528,550,000. Congress approved 
a funding program of $609,158,000, and appropriations of $442,628,300. 
These funds, when coupled with available unobligated balances, 
made $601,509,110 available to the Navy for the military public 
works program in fiscal year 1956. Despite the apparent intent of 
the Executive Branch in requesting these funds and the obvious 
intent of the Legislative Branch in making them available, the Bureau 
of the Budget and the Department of Defense limited Navy requests 
for apportionment initially to $500,000,000 for the entire year. This 
program was later increased, at the insistence of the Navy, to 
$585,000,000. Obligations, however, were limited to $400,000,000 
for the entire fiscal year. ‘The Committee fails to see either the need 
or the desirability for imposing such restrictions on this program. 
Hither the military construction program of the Department of the 
Navy is essential to our military posture, and must go forward as 
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efficiently as possible, or it is not essential and then no request should 
be made of the Congress for funds, The Committee believes that 
the program is essential and must move forward. 

An equally serious problem relates to those projects which are 
essential to the Navy program, but upon which the Navy is dependent 
on other government agencies for such matters as base rights, land 
acquisition, approval of criteria, and other authority needed prior to 
construction. For example, in fiscal year 1951, the Department 
requested and Congress approved funds for a communication facility 
outside the continental limits of the United States. This project was 
justified to the Committee as being immediately essential to the Navy 
program. As of the present date, the Department has not been able 
to obtain the necessary authority to proceed with this program from 
the Department of State, which is charged with securing the authority 
from the foreign government for such construction. Similarly, in the 
1956 program, funds were requested for an overseas aviation facility, 
represented as being critical to the Navy program. As of the present 
date, the same Department has been unable to supply the Navy with 
the authority to proceed with the construction of this installation. 
In fiscal hig 1952, Congress approved funds for the construction of 
the Naval Hospital, Norfolk, Virginia. These funds were augmented 
by additional appropriations in fiscal year 1955, based upon the im- 
mediate need for such facilities. Due to delays imposed upon the 
Navy by other agencies of the Executive Branch, contracts have been 
awarded only for minor work such as site preparation and foundations. 
This has resulted in untoward delay of this project. These examples 
but point up the obvious fact that military construction programs 
submitted to the Congress for funding have either not been properly 
screened as to the ability of the Executive Branch to implement the 
programs or that there is a marked inability on the part of the agencies 
involved to properly carry out their duties in this program. Whatever 
might be the reason, the result has been the same, preclusion of the 
Department of the Navy from properly implementing its military 
public works program. 


DISTANT EARLY WARNING LINE 


In the military construction program for fiscal year 1956, $39,247,000 
was approved yas support of the Distant Early Warning line in the 
Pacific area at certain locations justified to the Committee. On April 
14, 1956 the Committee was of comet that since the approval of this 
project by the Congress, a reevaluation had been made of the effective- 
ness of the concept as originally P pink erates As a result of this re- 
evaluation, the Joint Chiefs of Staff proposed that the line be changed 
and that the seaward extension of the early warning line be operated 
from installations other than those presented to the Congress. Mean- 
while, approximately $1,285,000 had been used for preparation of plans 
and specifications for the original sites. Hearings on the matter dis- 
pre 4 that on the 4th of January, 1956, the Office of the Chief of 


Naval Operations issued instructions putting into effect the afore- 
mentioned change in the early warning program. Final approval of 
the relocation was delayed by the Secretary of Defense until March 
14, 1956. Despite the Chief of Naval Operation’s instructions in 
January to proceed with the change in concept, the Bureau of Yards 
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and Docks did not select an architect-engineer contractor to begin 
planning this project until April 16, 1956, and invitations to bid were 
not sent to construction contractors until April 13. The contract 
negotiation board did not meet with these prospective construction 
contractors until the 24th of April, with the board reporting its final 
decision to the Chief of the Bureau of Yards and Docks on April 27. 
It must be noted that despite the fact that this change was officially 
known to the Department of the N avy early in 1956 and was approved 
by the Secretary of Defense in March of 1956, that the Congress was 
not notified of the change until April 14, at which time request was 
made for the reprogramming of funds to implement the new concept. 
The Department of the Navy now feels that it must proceed with this 
work at the maximum rate, necessitating the use of a cost-plus-fixed- 
fee contract, if they are to meet the planned operational schedule. 
Congress and the Executive Branch have long decried the use of 
costly cost-plus-fixed-fee contracts in the military construction pro- 
m. Last year the Committee was advised by the Chief of the 
ureau of Yards and Docks that the Navy desired to discontinue 
the use of contracts of this type in the Pacific area and were taking 
steps to implement this policy. Generally speaking, there is little or 
no justification for the use of such contracts except in highly tech- 
nical construction or in the construction of facilities in isolated and 
previously unknown areas. Certainly, with the information available 
to the Department of the Navy from previous construction activities 
at the new DEW line location, there would have been no need for the 
use of a cost-plus-fixed-fee contract had the Department acted 
— in implementing the relocation as soon as it was made 
own to them. This is a prime example of the lethargy that seems 
to creep into the military construction program whenever efficiency 
and celerity of action are required. The loss of time in construction 
of these needed facilities and the increased cost arising from the use 
of a cost-plus-fixed-fee contract instead of the more conventional com- 
petitive bid method are directly attributable to those in the Depart- 
ment of Defense, and the Department of the Navy, especially in the 
Bureau of Yards and Docks, who used valuable time in procrastina- 
tion and indecision before implementing the afore-mentioned construc- 
tion. The Committee will hold these officials directly responsible for 
any untoward costs in this work and will expect the Navy to discon- 
tinue the use of this cost-plus-fixed-fee contract and revert to more 
acceptable means of contracting at the first opportunity. The De- 
partment of the Navy is directed to submit to the Committee in con- 
nection with the military construction program for fiscal year 1958 a 
full and complete report on activities carried on in the construction 
of these facilities, including cost data and the ability to meet the 
schedule of construction which it is claimed dictates the use of the 
cost-plux-fixed-fee contract, as well as information as to when the 
Department contemplates the discontinuance of the contract. 


COMMITTEE ACTION 


The military public works program presented to the Committee 
for funding approval totals $455,092,000. Projects which have been 
approved by the Committee in the past but which have not been 
funded by the Navy amount to $181,672,700. This provides an 
estimated military construction program of $636,764,700. These 





ee 
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projects have all been justified to the Committee as being immediately 
essential to the Navy. To fund this program, $400,000,000 was 
requested, which would be coupled with estimated savings of approxi- 
mately $51,000,000 from prior year funds, or total funds of 
$451,000,000 available for application to the $636,764,700 program. 
The Committee realizes that due to various administrative difficulties 
and other factors that the  rgatime funding program must be larger 
than the funds available. The request for fundin approval of proj- 
ects $185,764,700 in excess of the available funds is, however, far 
from satisfactory and is entirely too large a differential to provide for a 
definite and positive military construction program. At the request 
of the Committee the Department of the Navy analyzed its overall 
military construction program and submitted to the Committee a 
priority list containing all of the items in this program listed in order 
of their essentiality. Using this priority list as the basis for action, 
the Committee has approved a funding program of $541,318,700 and 
has allowed the full amount of the budget estimate of $400,000,000, 
which will make $451,000,000 available for implementation of this 
program in FY 1957. This represents approval of a funding program 
approximately 20 perosas greater than the total available funds, a 
differential which the Committee deems to be more satisfactory than 
that proposed in the budget submissions. It will be expected that the 
military construction programs submitted in future years will be more 
realistic in this respect and the differential between the funds available 
and the total program will be even less than that approved by the 
Committee for the fiscal year 1957. The funding program approved 
by the Committee is in accordance with the priority Tist formulated 
by the Department of the Navy and submitted to the committee, 
with the exceptions of the deletion of the Naval Air Facility, Annapolis, 
Maryland, and increased funds for advanced planning. Explanation 
of x ee specific actions will be found in subsequent paragraphs. 
The program resulting from the Committee action is set forth in the 
following tabulation: 


SHIPYARD FACILITIES 
Continental United States: 


Naval Shipyard, Boston, Mass_._.............------------- $6, 260, 000 
Naval Shipyard, Charleston, 8. C_.........-.---.---------- 148, 000 
Naval Minecraft Base, Charleston, 8. C_..........-.------- 7, 902, 000 
Naval Shipyard, Long Beach, Calif_.............-.-----.-- 5, 984, 000 
Navy Underwater Sound Laboratory, New London, Conn--_-_- 304, 000 
ECR ORG: “NORGE: -VOis oe ee ec 244, 000 
Navy Mine Defense eens Panama City, Fla_.......-. 84, 000 
Naval Shipyard, Philadelphia, Pa_..................------. 321, 300 
Naval Industrial Reserve Shipyard, Tampa, Fla_._.......--- 200, 000 
Classified locations: Oceanographic research facilities... __- 11, 815, 000 
Naval Electronics Laboratory, ion NI a Eee 19, 000 

8 ER aly See The Re Splint Ep. ot a A Opel Lee 33, 281, 300 

Overseas: 

Dee Gs SS EE Bn Bethe ow anckscamccnesacancecoos 1, 835, 000 
Naval Ship Repair Facility, Subic Bay, P. I..........---.-- 1, 637, 000 
EE AR OR ee A CALAN SS, 9, 378, 000 

EE es Telnet Aen Me AY fl Fraley Pal 5 ap EL le 12, 850, 000 

ne, Geemyerd Cael... nccccccncucecducccoccpasney 46, 131, 300 


——————— 
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FLEET BASE FACILITIES 
Continental United States: 


Naval Station, Key West, Fla 


a li i i I ia A $927, 000 
Naval Station, Long Beach, Calif.........-....----....-.-- 2, 256, 000 
Naval Station, New Orleans, La.._........-...... 2-2-2... 226, 000 
Naval Station) Newport. foscccucleccusuee en ees 11, 672, 000 
Mastek Biaticn, - NOriiks: Vio witcx wee onimdnd axed unnebews aus 2, 844, 000 
ROS: SURG COROR, 26K i cin ini nr umnntimmeceambiot 65, 000 
Seen Se, SO O8o BC on on an ccphinecanenmerenis 25, 000 
Navy Department, Washington, Oey obec ea 33, 000 

SGA. ws ndectutwasionsewisal swab alewcpenweniaawdan 18, 248, 000 
Overseas: 
PAVED Een, Se en cunts cumeaaaae 2, 351, 000 
Naval Station, Guantanamo Bay, Cuba__..._..-.--.-.----- 680, 000 
SU tOLG) ii. wo cicsce malice aid be Sienna b ocd dwar eeunkes 3, 031, 000 
ATL, CG. URES TARCUNUION oe oo nc oa neta cacmeceeammne 21, 279, 000 
AVIATION FACILITIES 
Continental United States: 
Naval air training stations: 
Naval Auxiliary Landing Field, Alice-Orange Grove, 
Tere Ba i Pa SSO aee poet ee tek 2, 242, 000 
Naval Auxiliary Air Station, Chase Field, Tex.........- 2, 247, 000 
Naval Air Station, Glynco, Gas on .6icu cs cence ns 4, 247, 000 
Naval Auxiliary Air Station, Kingsville, Tex._......-..-.- 2, 018, 000 
Naval Air Station, Memphis, Tenn--.-.....-..--.----- 341, 000 
Naval Auxiliary Air Station, Meridian, Miss.......-..-- 8, 231, 000 
Naval Auxiliary Air Station, New Iberia, La._...-...-.- 21, 446, 000 
Naval Air Station, Pensacola, Fla... ...........---.... 3, 012, 500 
Naval Auxiliary Air Station, Whiting Field, Fla_....._.. 197, 000 
Naval Air Missile Test Station, Point Mugu, Calif......- 684, 000 
Naval Auxiliary Air Station, E] Centro, Calif.........-- 84, 000 
Obelisks. nhs bs Svicacet owe bckiaw edad aio by 44, 749, 500 
Fleet support air stations: 
Naval Air Stations, Alameda, Calif.................--- 2, 675, 000 
Naval Air Station, Atlantic City, N. J..._._-..-------- 50, 000 
Naval Auxiliary Air Station, Brown Field, Calif......... 214, 600 
Naval Air Station, Cecil Field, Fla.........-..-....--.- 4, 290, 000 


Naval Air Station, Chincoteague, Va__.........--..---. 
Naval Auxiliary Air Station, El Centro, Calif......-.--. 
Naval Auxiliary Air Station, Fallon, Nev.....----.----- 
Naval Air Facility, Harvey Point, N. C 
Naval Air Station, Jacksonville, Fla 
Naval Air Station, Key West, Fla 
Naval Air Station, Lemoore, Calif 
Naval Air Station, Miramar, Calif. ...................- 
Naval! Air Station, Moffett Field, Calif 
Naval Air Station, Norfolk, Va..............-------..- 
Naval Air Station, North Island, San Diego, Calif 
Naval Air Station, Oceana, Vaus. oo ~ .cocaneceduncanae 
Naval Air Station, Quonset Point, R. T_......----.----- 
Naval Auxiliary Air Station, Sanford, Fla 
Outlying Field, Whitehouse Field, Fla__........--.----- 


Various locations, land acquisition and obstruction re- 
GI oo ee iia Sc Sacha apeatd ca blcibis eas tebieenbe digen tenia 
Classified locations: 
Advanced underseas weapons shops 
Special weapons storage facilities 
Guided missile support facilities 


ee 


Se 


ee 


<< eee eee ee 


ee ee 


170, 000 


8, 304, 000 
4, 233, 000 
3, 189, 000 


3, 979, 000 
6, 926, 000 
1, 037, 000 


22, 945, 000 
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AVAITION FACILITIES—continued 


Continental United States—Continued 
Marine Corps air stations: 
Marine Corps Auxiliary Air Station, Beaufort, S. C 
Marine Corps Air Station, Cherry Point, 8. C 
Marine Corps Air Station, El Toro, Calif 
Marine Corps Air Station, Miami, Fla__........------- 
Marine Corps Auxiliary Air Station, Mojave, Calif____-_- 
Marine Corps Auxiliary Landing Field, New River, N. C.- 


Pei iciecthcich ea hin inenin athinaiende qanai ad Gohe wade 
Special service air stations: 

Naval Ordnance Test Station, China Lake, Calif 
Naval Air Development Center, Johnsville, Pa 
Naval Air Station, Lakehurst, N. J._._.......--------- 
Naval Air Facility, Litchfield Park, Ariz 
Naval Air Station, Patuxent River, Md______________ 
Naval Air Missile Test Center, Point Mugu, Calif 
Naval Air Turbine Test Station, Trenton, N. J 


Subtotal 


ee www mm ee meee 


ee Re RR eR ee mm ee eee eee eee 
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17, 138, 600 


Overseas: 
Naval Air Station, Agana, Guam, Marshall Islands 
Naval Air Station, Atsugi, Japan._............-..-..-..--- 
Naval Air Station, Cubi Point, P. I-......--.....----------. 
Naval Air Station, Guantanamo Bay, Cuba 
Naval Air Station, Iwakuni, Japan. _--.._-_-.-.------.---- 
Marine Corps Air Station, Kaneohe Bay, Oahu, T. H 
Naval Station, Kodiak, Alaska 
Naval Station, Kwajalein, Marshall Islands__._.........-_-- 
Naval Air Facility, Port Lyautey, French Morocca 
Naval Station, Roosevelt Roads, P. R 
Naval Station, Sangley Point, P. I 
Classified locations: 


ee 


Advanced underseas weapons shops__.......----.------ 
ae weapons storage building--..........-..----.-- 
Classified location A-34 


Classified location A-35 
Cinanified location A-365oo6cccececed le ldvlidei ete 
Clamsiied oeetion. NAP No. 1... 2 isco knnn  SCEE LE 
Classified location, AEW No. 2 
Classified location, AEW No. 3 
Classified location, AEW No. 4 
Classified location, NAS No. 3 


ee ee ee ee 
ee ee 
eee emer ee Re eRe eee ee eee 


Subtotal, overseas 


188, 821, 700 


19, 099, 200 
8, 275, 000 
7, 987, 000 
3, 296, 000 


79, 726, 700 


Total, aviation facilites = spun ns cli ton stra oes 

SUPPLY FACILITIES 

Continental United States: 
Naval Supply Depot, Clearfield, Utah 
Naval Supply Depot, Newport, R. I_..........------.----. 
Naval Supply Center, Oakland, Calif__.............-..--.. 
Naval Supply Depot, Seattle, Wash_.....-..-....---------- 


aa RS gece Cire Sl scab ie IRR oS Myles, NT ee RR 


wwe ee eee em ee meee eee eee 


_— 


268, 548, 400 


149, 000 
390, 000 

50, 000 
199, 000 


788, 000 
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SUPPLY FACILITIES—continued 


Overseas: 
Naval Station, Adak, Alaska... ....--Gsucivuseses sede och $5, 000, 000 
Naval Station, Argentia, Newfoundland-_-.........-.----..- 1, 599, 000 
Naval Supply Depot, Guam, Marshall Islands-_-_.......---- 400, 000 
Naval Supply Center, Pearl Harbor, T. H...............--- 60, 000 
Naval Supply Depot, Subic Bay, P. I...........-..--.-.--. 11, 598, 000 
Classified Locations: Family housing_..............--.-.---. 427, 100 
Mbbtotel wn. oes sade hi Seas I Ud, See 19, 084, 100 
Coo 
ees, Caples Ta. nn ctw cn cccenncanconscsunmanadid 19, 872, 100 
———e 
MARINE CORPS FACILITIES 
Continental United States: 
Marine Corps Supply Center, Albany, Ga. ...-.....-.----.-- 1, 471, 000 
Marine Corps Supply Center, Barstow, Calif...............- 3, 410, 000 
Marine Corps Base, Camp Lejeune N, C_.__..-..-----2--.- 2, 785, 000 
Marine Corps Recruit Depot, Parris Island, 8S. C_.-.- Mls ae Ss 4, 266, 000 
Marine Corps Base, Camp Pendleton, Calif..............-.. 3, 429, 000 
Marine Corps Cold Weather Battalion, Bridgeport, Calif_._.. 294, 000 
Marine Corps Mier, kde Twentynine Palms, Calif__.-- 1, 165, 000 
Marine Corps Supplv Forwarding Annex, Portsmouth, Va_--.. 91, 000 
Marine Corps Schools, Quantico, Va____-_-.........-..-.-- 2, 178, 000 
Marine Corps Recruit Depot, San Diego, Calif.............- 1, 679, 000 
Ni dn ckhn pekeecan ules ukesets netkehe undies’ 20, 768, 000 
Overseas: Fleet Marine Force, Pacific..................-.....--- 16, 000, 000 
Total, Marine Corps facilities... . 2. ...c ncn wdccencece 36, 768, 000 
ORDNANCE FACILITIES 
Continental United States: 
Naval Ammunition Depot, Bangor, Wash_.......-....----. 1, 100, 000 
Naval Ammunition Depot, Charleston, 8. C_.........-.- .- 404, 000 
Naval Ordnance Test Station, China Lake, Calif.........._- 6, 028, 000 
Naval Ammunition Depot, Earle, N. J_..-.-...-.-.-.-...-- 673, 000 
Naval Ammunition Depot, Fallbrook, Calif...............--. 1, 584, 000 
Naval Ammunition Depot Hingham, Mass_._..........-..- 993, 000 
Naval Underwater Ordnance Station Newport, R. I......-... 370, 000 
Naval Ammunition and Net Depot, Seal Beach, Calif........ 2, 176, 000 
Naval Mine Depot, Yorktown, Va.................-....... 3, 480, 000 
Classified locations: 
Cpreened ieee TECUIOS.. ...- nn ocaccack caveckwthsccusann 25, 000, 000 
Special weapons storage facility. .............2--.-.--- 3, 500, 000 
Naval Ammunition Depot Hawthorne, Nevada_....-...-..- 230, 000 
NN ci is ak ocd means espn. es pean Ti aaah wm a Eade 45, 538, 000 
Overseas: 
Naval Ammunition Depot, Oahu, T. H__............----.-- 971, 000 
Naval Ordnance Facility, Port Lyautey, French Morocco_-._-. 245, 000 
Naval Ordnance Facility, Yokosuka, Japan............-.---. 241, 000 
Classified locations: 
Beh criaien nc bane ene bo Ulett <dieadh i usiaddvehd 1, 306, 300 
Race ccugenespancuetecesdentndh cider nimedkiew ee 2, 369, 600 
BBs nnn ccaseeteseunn dude bwlieisbtinieamkieathe hen i, , 
PN is arcs daha ink Side cg isn etal eines Reelin al 6, 741, 900 
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SERVICE SCHOOL FACILITIES 


Continental United States: 
Naval Academy, Annapolis, Md___..._.........------- ue 
Naval Training Center, Bainbridge, Md__._......---------- 
Naval Receiving Station, Brooklyn, N. Y 
Naval Amphibious Base, Coronado, Calif.............-.-... 
Fleet Air Defense Training Center, Dam Neck, Va 
Naval Training Center, Great Lakes, Il_..._........-.------ 
Naval Receiving Station, Philadelphia, Pa 
Classified location: School facilities 


Total service school facilities 


ew Rm ee em ewe ee mem ee eee eee eee 


MEDICAL FACILITIES 
Continental United States: 


Naval Hospital, Great Lakes, Ill 
PAE SEs HOE Ue irccitciniasnctnenenenannacds cus 
Naval Hospital, Portsmouth, N. H 


Overseas: Naval Hospital, Guam, Marshall Islands_.........---- 


Total, medical facilities 


ee ee 


COMMUNICATIONS FACILITIES 


Continental United States: 
Naval Radio Station, Cheltenham, Md 
Naval Radio Station, Maine... <.6- o.6). be pe sella cnnnee 
Naval Communication Station, San Francisco, Calif 
Naval Communication Station, Seattle, Wash 
Naval Radio Station, Winter Harbor, Maine 


Subtotal 


ee ee 


eee Re eR Re RR ee RH eee eee eee 


Overseas: 
Naval Communication Unit, Futema, Okinawa____..____---- 
Naval Communication Station, Guam, Marshall Islands__._.- 
Naval Communication Station, Kodiak, Alaska_____....-.-- 
Naval Communication Facility, Philippine Islands___..-~-_~- 
Naval Communication Facility, Port Lyautey, French Mo- 


Classified locations: 
Communication unit No. 1 
Direction Finder No. 5 


Subtotal 


Se 


Total, communication facilities..................---- 


OFFICE OF NAVAL RESEARCH FACILITIES 


Ooptionstas United States: Naval Research Laboratory, Washing- 
ton, 


eR ORE RRR RHE HR ORO RR RE RR RH eee eee 


YARDS AND DOCKS 


Continental United States: 
Pune O Orne Cemee, TWO TOb, VO nc ch cece pect ccdeuncencune 
Naval Coastruction Battalion Center, Port Hueneme, Calif_.. 


FACILITIES 


Overseas: 


eee ee em ee me me eH eR ee eee eee 


1, 428, 000 
853, 000 


28, 204, 000 


12, 730, 000 
12, 582, 000 
57, 000 


25, 369, 000 
269, 000 





25, 638, COO 


2, 498, 000 
2, 450, 000 
2, 029, 000 
45, 000 
83, 000 
7, 105, 000 


—S—S— 


75, 000 
222, 000 

1, 813, 009 
4, 320, 000 


28, 000 


771, 000 
§20, 000 


7, 749, 000 





14, 854, 000 





1, 300, C00 


443, 000 


2, 581, 000 





90015°—57 H. Rept., 84-2, vol. 4——-63 
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YARDS AND DOCKS FACILITIES—Continued 
Various locations, United States and overseas: 


BATONS PASM. 6 oo. no cena ast banwiuddtldnacuatabuecd $11, 000, 000 
Replacement of damaged facilities.....................---. 4, 000, 000 
Pollution abatement program. ......-..-.....--.-------.-- 6, 210, 000 
WUOTAL. cnc atwdsaceb be stuabat ase lee ue iwesen aes 21, 210, 000 
Total, yards and docks facilities................--.-.---- 26, 444, 000 
Summary: 
Grand total, continental United States_.........22-2---- Le 372, 447, 000 
Rae CONE. CONORMENN. Ca ca coun cob «nnuaiinwadecawenudes 147, 661, 700 


Grand total, various locations, United States and overseas... 21, 210, 000 


Grand total, military construction program. -............-- 541, 318, 700 


The Committee has eliminated the request of the Department for 
$4,000,000 for the Naval Air Facility, Annapolis, Maryland. The 
site for this facility is in doubt at the present time and under the terms 
of the Military Construction authorization bill, as passed by both the 
House of Representatives and the Senate, is subject to detailed study 
and further legislative action. 'The Committee has deleted the project 
without prejudice and will expect the Navy to make further presenta- 
tions as to accurate costs and the need therefor after selection of the 
site and completion of the study contemplated by the authorizing 
legislation. 

Funding approval was requested for a support squadron operation 
compound, and a control squadron operation compound, at the 
Marine Corps Air Station, Beaufort, South Carolina, as well as for 
tactical area development at the Marine Corps Air Station, El Toro, 
California. These projects are of relatively low priority and are not 
in the approved funding program. The Committee desires that the 
Navy thoroughly study this proposed construction with the idea of 
combining many of the facilities in these compounds and in the so- 
called tactical area instead of constructing numerous separate build- 
re as is presently contemplated. 

he Committee recommends $11,000,000 for advance planning. In 
the past, advance planning has been limited to preparation of mini- 
mum plans prior to authorization of projects. It is the desire of the 
Committee that this concept be expanded to include preparation of 
final plans and specifications for a limited number of essential projects 
for which construction funds have not been made available. If this 
concept is followed out, it will permit the earlier awarding of construc- 
tion contracts and will result in economy as well as in accelerating 
the public works program of the Navy. The Committee desires that 
future budget submissions for advance planning be based on this same 
concept and also include all funds requested for architect-engineer 
planning service, prior to requests of funds for actual construction. 

Funds were requested by several of the bureaus of the Navy for 
the construction of family housing at certain classified overseas 
locations. At many of these locations, several of the bureaus are 
involved. Where this situation exists, the Committee will expect the 
Department to carefully coordinate the housing requirements, so 
that the needs of the bureaus are met in the most economical fashion 
and without duplication of facilities. 

The concentration of Naval facilities in specific locations is a matter 
of concern to the Committee. There are examples of areas on both 
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the east and west coast of this country where the Department has 
concentrated important naval facilities in limited geographical areas. 
While this policy is admittedly more convenient and has been con- 
curred in by the Congress in the past, the Committee feels that con- 
tinuation of it with the construction of new installations is question- 
able. It is desired that the Department make a thorough study of the 
overall problem of the concentration of facilities prior to requesting 
additional funds for the further augmentation of the military public 
works program in these presently highly concentrated areas. 


DEPARTMENT OF THE AIR ForcE 


The Department of the Air Force initially presented to the Com- 
mittee a nn construction program totaling approximately 
$2,161,700,000. This program included thousands of individual 
projects at over 300 Air Force bases and installations throughout the 
oad To apply against the requested program, as partial financing, 
the Department was permitted by the President to request an appro- 
priation of $1,228,000,000, including the $128,000,000 submitted as a 
supplemental estimate in House Document 373. This would have 
left approximately $933,700,000, or over 43 percent of the total con- 
struction program presented to the Committee unfinanced at the end 
of fiscal year 1957. 

Along the lines of the previous discussion pertaining to various 
reviews of military construction requests and the apportionment 
procedures as they are presently practiced in connection with these 
construction items the Committee determined that it was ridiculous 
to even consider a construction program so much in excess of the 
funds to be made available for application against that program. 
Accordingly, the Committee directed the Department to review the 
entire proposed program, including previously approved but un- 
funded projects, for the purpose of bringing the overall construction 
program more nearly into line with the request for funds to be applied. 
As a result of this review, the Air Force eliminated approximately 
$561,800,000 in projects from the original request. This reduced 
the anticipated unfunded portion of the total construction program 
to approximately $371,900,000 or 23% of the revised program. The 
Committee has made a further reduction in specific projects, amount- 
ing to $16,896,000. Therefore, with the cooperation of the Air Force, 
the total initial construction program request has been reduced by 
approximately $578,700,000. The total projects estimated as remain- 
ing unfunded as of June 30, 1957, have been reduced to $355,000,000 
or slightly over 22% of the total approved construction program. 

The changes effected by these actions are shown in the following 
summary tabulation. 
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Air Force construction program, fiscal year 1957 





























{In millions of dollars} 
Revised re- | Final com. 
Original Air | quest as in- [mittee recom. 
Force request) structed by | mendation 
committee 
New authorization (pending bill H. R. 9893) ...-...........--. $1, 223.8 $936. 8 } rs 
FEMS FORS GUTTA 6 ao oes Scccepscatcdbconescehsthostan 269.7 193.7 114.3 
PRR Sos ich id hae knechbpeaieectnbbandeckh dss cpmesese 35. 5 35.5 35, 
DERE SIs «ic iinoviantntsseligcciburmestabeaceunknae 20.0 20.0 0.0 
Funding of deficiency authorization...............-..-.......- iG PRS A 
, Total, new program request_................--.-..--...- 1, 608.7 1, 186.0 1, 169.8 
se83: 
Anticipated reimbursements................--..-..--+---- 3.5 —3.5 3.5 
Application of Spanish Pesetas_..................-.---..-- ~—8.5 8.5 RK 5 
Net total, new program request..................---.--. 1, 596.7 1,174.0 | 1,157.8 
Projects previously approved for funding by Appropriations 
Committee for which funds were not immediately provided. 565. 0 425.9 425.2 
. _ Total construction program applicable to 1957 funds. ... 2, 161.7 1, 599.9 1, 583.0 
New GiprOpPUNGlel FOROENE,. «oo ow ncnchenntapavacceabencdanonu 1, 228.0 1, 228.0 1, 228.0 
Projects remaining unfunded at end fiscal year 1957... 933.7 71.9 355.6 





It will be noted from the preceding tabulation that the Committee 
is not proposing to reduce the $1,228,000,000 requested for appropria- 
tion. The projects to be constructed with these funds and many 
additional projects to be financed in subsequent years, will be needed 
if facilities necessary for the planned 137 wing Air Force are to be 
provided and kept up-to-date. It is realized that perhaps even more 
money than the requested amount could be spent during fiscal year 
1957 toward building for the targeted force goals. However, since 
the Administration seems to think that the amount requested is the 
proper amount for use in fiscal year 1957, the Committee has provided 
only the budget request. The proposed transfer of $357,000,000 from 
surplus funds in the Army Stock Fund to this appropriation was not 
approved. Rather than do this, the Committee has provided the ful! 
amount by direct appropriation. 

The Committee is pleased with the way the Air Force has responded 
through its budget office in bringing the proposed construction pro- 
gram more nearly into line with recente | appropriation dollars and 
also in providing the Committee with necessary information in support 
of the estimates. Reviewing such a massive construction program is 
a laborious process at best, and requires cooperation all around. The 
Committee is appreciative of the efforts of all concerned in attempting 
to improve the military construction budget presentation. As a 
result of those efforts, the Committee has only a few suggestions to 
make at the present time. 

It is understood, of course, that future military construction pro- 

s presented to the Appropriations Committee will be more nearly 
in line with the requested dollar appropriations to be made available 
for financing those construction programs. The Committee feels 
that for the Air Force, its action this year in insisting that not more 
than 20 to 25 percent of the total program remain unfunded is about 
right. It is expected that future requests received from the Air 
Force, including the carryover of unfunded projects from prior years’ 
budget submissions, will be kept within this percentage range. 








3.0 
8.0 


ee 
ia- 
ed 
be 
re 
ar 
ce 
he 
ed 
m 


ot 
al} 


ed 
‘- 
nd 
wrt 


he 
ng 


to 


yle 
als 


ut 
\ir 








SUPPLEMENTAL APPROPRIATION BILL, 1957 29 


The Committee was not satisfied with the information available 
during the hearings for explaining substantial variations in the esti- 
mated unit cost for a number of proposed projects. For example, 
the estimated cost for constructing Sovtnitodios for airmen varied from 
$1,100 per man at one base to approximately $4,400 per man at 
pellet eo a and at the first base, where two separate dormitories 
were proposed for construction, the unit cost varied from $1,100 to 
$1,600 per man for these two units. 

It is realized that the Department of the Air Force is not responsible 
for the individual project cost estimates contained in the annual 
military construction request. However, the Air Force is responsible 
for providing an adequate justification in support of such requests. 
To conserve the time of the Committee, it is expected that in the 
future whenever unit costs are not in line with the general average 
for such facilities, the reasons therefore will be given in the narrative 
statements accompanying the projects in the budget justifications. 
It would be helpful to Members of Congress and others interested, 
if these brief narrative statements could be prepared in such a way 
so that they also give the essential fiscal elements of the projects bein 
supported. The information given should be limited to unclassifie 
statements and properly edited for possible insertion in the record. 

Listed in the following tabulation are the amounts approved by the 
Committee for Air Force construction programed at installations 
within continental United States and the several Area Commands 
overseas: 

Mitrrary Construction ProcRAMED FoR AtR Force INSTALLATIONS, Fiscau 
Year 1957 


CONTINENTAL UNITED STATES 
Air Defense Command: 


Buckingham Air Force Base, Fort Mvers, Fla........-.-.. $100, 000 
Duluth mae Airport, Duluth, Minn_.............--. 925, 000 
Ent Air Force Base, Colorado Springs, Colo_...........--. 661, 000 
Ethan Allen Air Force Base, Burlington, Vt_......-..-..-- 4, 003, 000 
Geiger Field, Spokane, Wash_....-_...--.....-------.--- 3, 966, 000 
Glasgow Air Force Base, Glasgow, Mont... ......-.-..--.- 3, 677, 000 
Grand Forks Air Force Base, Grand Forks, N. Dak_......- 19, 752, 000 
Grandview Air Force Base, Belton, Mo........-.......-.. 1, 433, 000 
Greater Pittsburgh Airport, Coraopolis, Pa_.............- 843, 000 
Greater Portland. Riek Te RE, CON. custcencacencaoan 2, 400, 000 
Hamilton Air Foree Base, Ignacio, Calif..............-.-- 3, 611, 000 
K. I. Sawyer Municipal Airport, Marquette, Mich_.....-.. 5, 648, 000 
Kinross Air Force Base, Kinross, Mich.................--. 1, 783, 000 
Klamath Falls Municipal Airport, Klamath Falls, Oreg___.- 1, 025, 000 
McChord Air Force Base, Tacoma, Wash............-.--. 762, 000 
MeGhee/Tyson Airport, Maryville, Tenn. ............---- 2, 119, 000 
Majors Field, Greenville, Tex. ._..........----.--------. 440, 000 
Minot Air Force Base. Minot, N. Dak........-....-.---- 20, 181, 000 
New Castle County Binport. Wilmington, s: * ath eee Sieg amie 6, 377, 000 
Niagara Falls Municipal Airport, Niagara Falls, N. Y...--- 4, 720, 000 
Otis Air Force Base, Falmouth, Mass. ..........--..--.-- 12, 551, 000 
Oxnard Air Force Base, Camarillo, Calif.............-.. 2 4, 333, 000 
Paine Air Force Base, Everett, Wash__......-..--.---- 4, 887, 000 
Presque Isle Air Force Base, Presque Isle, Maine......---.- 8, 737, 000 
Richard Bong Air Force Base, Kansasville, Wis. .........- 2, 950, 000 
Selfridge Air Force Base, Mount Clemens, Mich... -..__-. 6, 474, 000 
Sioux Cit i errgsy rt, Sioux City, Iowa_......---. 2, 110, 000 
Stewart Air Force Base, ewburgh, 1, Seg co Ateegtant cad epee 1, 179, 000 


Suffolk County Air Force Base, Westhampton Beach, N. Y- 5, 690, 000 
Truex Field, Madisoe, Wit. . ..o0.2-ccnccccn nce ccc concn 5, 298, 000 
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Air Materiel Command: 


Air Proving Ground Command: 


Air Research and Development Command: 
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CONTINENTAL UNITED STATES—continued 


Air Defense Command—Continued 


Wurtsmith Air Force Base, Oscoda, Mich..............--- 
Youngstown Municipal Airport, Yiena, Ohio 
Yuma County Airport, Yuma, Ariz 
Various locations 
Various locations 


er 
ee eee 
Ne eee eee 


$3, 744, 000 





Total, Air Defense Command 





Brookley Air Force Base, Mobile, Ala_...........----.-.. 
Caribou Air Force Base, Limestone, Maine___.........--- 
Deep Creek Air Force Station, Spokane, Wash.-_.....-..-. 
Fairfield Air Force Station, West Fairfield, Calif 
Griffiss Air Force Base, Rome, N. Y 
Hill Air Force Base, Ogden, Utah____.........--.-..----. 
Kelly Air Force Base, Aetonto; “Tetsssciis Seiuweci sei 
McClellan Air Force Base, Sacramento, Calif._........--. 
Mukilteo Fuel Storage Station, Mukilteo, Wash 
Norton Air Force Base, San Bernardino, Calif.........---- 
Olmstead Air Force Base, Middletown, Pa........-.-.-..- 
Robins Air Force Base, Macon, Ga__-..-..-.--..-------- 
Searsport Air Force Tank Farm, Searsport, Maine. _....---. 
Stony Brook Air Force Station, Holyoke, Mass 

Tacoma Fuel Storage Station, Tacoma, Wash 
Tinker Air Force Base, Oklahoma City, Okla 
Topeka Air Force Station, Topeka, Kans 
Wilkins Air Force Station, Shelby, Ohio. .............---- 
Wright-Patterson Air Force Base, Dayton, Ohio 


eee eee ewe 


ee ee eee | 


See 


em ew me em ewe meee 
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89, 000 
21, 936, 000 





Total, Air Materiel Command 


<<< eee ee Oe wwe 


102, 079, 000 





Eglin Air Force Base, Valparaiso, Florida__............... 
Eglin Air Force Base, Auxiliary No. 6, Valparaiso, Fla____. 
Eglin Air Force Base, Auxiliary No. 9, Fort Walton, Fla___- 


15, 523, 000 
742, 000 
3, 141, 000 





Total, Air Proving Ground Command 


19, 406, 000 





Arnold Engineering Development Center, Tullahoma, Tenn_ 
CANEL Air Force Plant No. 62, Middletown, Connecticut_- 
Cape Canaveral, Pat. No. 1, Cocoa, Florida__............. 
Edwards Air Force Base, Lancaster, California_........... 


Eleuthera, Pat. No. 4, Governors Harbor, British West 
Indies 


Grand Bahama, Pat. No. 3, W. End Settlement, British 
Rg RO ei cegenpetet Sg sen Lae yal SS amt pe Rentals fig LE 
Holloman Air Force Base, Alamogordo, N. Mex 
Indian Springs Air Force Base, Las Vegas, Nev 
Kirtland Air Force Base, Albuquerque, N. Mex 
Lareno: Pest Site, Laredo; Tex: os oe ee 
Laurence G. Hanscom, Boston, Mass..........--..------ 
National Reactor Test Station, Idaho Falls, Idaho__...__.- 
ye — a Climatic Laboratory, Mount Washing- 
MIR INGER Ga So oes Bag WAS eons ewe oe dubdeedon biden 
Patrick Air Force Base, Melbourne, Fla 
Sacramento Peak, Alamogordo, N. Mex 
paid fapepeintien LRN At ected BAM adh TE ay ASA 
Yai Fak ST Building, Andrews Air Force Base, Washing- 
ton, D. 


22, 050, 000 
30, 139, 000 
, 820, 000 

3, 420, 000 
75, 000 


543, 000 
7, 071, 000 
1, 377, 000 

000 
1, 219, 000 
7, 560, 000 
11) 415, 000 


588, 000 


. 
8 





Total, Air Research and Development Command 


--eeee 
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CONTINENTAL UNITED sSTATES—continued 
Air Training Command: 
































Amarillo Air Force Base, Amarilla, Tex.........-.--.---. $17, 121, 000 
Bryan Air Force Base, Bryan, Tex......-...------------- 1, 288, 000 
Craig Air Force Base, Selma, Ala_..........--------.---- 595, 000 
Ellington Air Force Base, Genoa ,Tex_____-.-.--------.-- 4, 673, 000 
F. E. Warren Air Force Base, Cheyenne, Wyo_-_---------- 1, 654, 000 
Goodfellow Air Force Base, San Angelo, Tex_.....-------- 12, 103, 000 
Harlingen Air Force Base, Harlingen, Tex. -_....---.------ 452, 000 
James Connally Air Force Base, Lacy Lakeview, Tex_----- 805, 000 
Lackland Air Force Base, San Antonio, ‘Tex.........-.---- 3, 350, 000 
Laredo Air Force Base, Laredo, Tex. .-.......-..-.------ 149, 000 
Laughlin Air Force Base, Del Rio, Tex.........----.----- 157, 000 
Lowry Air Force Base, Denver, Colo___......---.-.------ 410, 000 
Luke Air Force Base, Litchfield Park, Ariz_.........------ 4, 066, 000 
Mather Air Force Base, Sacramento, Calif..........-.---- 21, 650, 
McConnell Air Force Base, Wichita, Kans_.........-.---- 396, 000 
Moody Air Force Base, Valdosta, Ga___...........-.----- 1, 579, 000 
Nellis Air Force Base, Las Vegas, Nev_...-.--.---.------ 3, 536, 000 
Perrin Air Force Base, Sherman, Tex---.-.-.----.---------- 440, 000 
Randolph Air Force Base, Universal City, Tex.......-.--- 709, 000 
Reese Air Force Base, Lubbock, Tex-_---.-.----.--------- 4, 063, 000 
Seott Aie Force: Base; Shiloh, Iil_................-....... 4, 847, 000 
Sheppard Air Force Base, Wichita Falls, Tex.........----- 17, 861, 000 
Stead Air Force Base, Reno, Nev__.....-.-.....--.------ 2, 350, 000 
Tyndall Air Force Base, Springfield, Fla_............----- 716, 000 
Vance Air Force Base, Enid, Okla. ..................-... 1, 226, 000 
Williams Air Force Base, Chandler, Ariz.............----- 7, 468, 000 
Total, Air Training Command... ..2.. 2.22.5. c250-ee 113, 664, 000 
Air Academy, Colorado Springs, Colo._........-.---.-------- 77, 401, 000 
ee er | eee Peers mete e 77, 401, 000 
Air University: 
Gunter Air Force Base, Montgomery, Ala__....-...-----. 272, 000 
Maxwell Air Force Base, Montgomery, Ala_.......--.---- 1, 698, 000 
DONE Ale Univewity . « a.cccnndiben sees scwsk ees Ake 1, 970, 000 
Continental Air Command: 
Beale Air Force Base, Marysville, Calif_............------ 9, 760, 000 
Brooks Air Force Base, San Antonio, Tex_....-...-------- 9, 037, 000 
Dobbins Air Force Base, Marietta, Ga____.-_-.-..------. 489, 000 
Mitchel Air Force Base, Hempstead, N. Y_...-.---.------ 205, 000 
Total, Continental Air Command__.....--...---------- 19, 491, 000 
Continental Air Command—Reserve: 
Akron-Canton Airport, Canton, Ohio. ._._.....---------- 2, 472, 000 
Andrews Air Force Base, Camp Springs, Md.....--------- . 89, 000 
Bakalar Air Force Base, Columbus, Ind___.........------ 4, 858, 000 
Barksdale Air Force Base, Bossier City, La_.......-..---- 1, 821, 000 
Bites Pies, Moblice, Ale. 53. odds eeee esc cose 6, 214, 000 
Bradley Field, Windsor Locks, Conn_.......-..-..---.--- 2, 394, 000 
Chico Municipal Airport, Chico, Calif_.............-..--- 1, 176, 000 
Clinton County Air Foree Base, Wilmington, Ohio......--- 4, 783, 000 
Davis Field, Muskogee, Okla___...__._--......-.-.-.---- 2, 217, 000 
Donaldson Air Force Base, Greenville, 8. C_........------ 2, 200, 000 
Elvin Calendar Naval Air Station, New Orleans, La_--.--.--. 852, 000 
General Mitchell Field, Milwaukee, Wis__..........------ 749, 000 
Grandview Air Force Base, Grandview, Mo__......------- 211, 000 
Hill Air Force Base, Ogden, Utah_...............-.------ 1, 493, 000 
McConnell Air Force Base, Wichita, Kans............---.- 2, 015, 000 
Niagara Falls Municipal Airport, Niagara Falls, N. Y....-. 307, 000 


Paine Air Force Base, Mukilteo, Wash__...........------ 90, 000 
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CONTINENTAL UNITED STATES—Continued 


Continental Air Command—Reserve—Continued 


Toledo Express Airport, Toledo, Ohio..._.........-.---.. 
Willow Grove Naval Air Station, Willow Grove, Pa 


Total, Continental Air Command—Reserve 


a ae. Command: Bolling Air Force Base, Washington, 


Total, Headquarters Command 


ee ee 


Military Air Transport Service: 


Andrews Air Force Base, Camp Springs, Md 

Charleston Air Force Base, Charleston, 8. C 

Dover Air Force Base, Dover, Del__....-....-.. 2-2 ee 

MeGuire Air Force Base, Wrightstown, N. J..........-_-- 

Palm Beach Air Force Base, Palm Beach, Fla........... - 

St. Louis Aeronautical Chart and Information Center, St. 
Louis, Mo 


Vint Hill Farms Station, Warrenton, Va 


eee ee et 


$2, 113, 000 
4, 165, 000 





40, 219, 000 
279, 000 





279, 000 








Total, Military Air Transport Service 


21, 343, 000 





Strategic Air Command: 


Abilene Air Force Base, Abilene, Tex..................--- 
Altus Air Force Base, Altus, Okla__......22..- 2... --- 
Barksdale Air Force Base, Bossier City, La 
Bergstrom Air Force Base, Austin, Tex...............---- 
Biggs Air Force Base, El Paso, Tex___.............-.-..- 
Carswell Air Force Base, Ft. Worth, Tex._.........__..-- 
Castle Air Force Base, Atwater, Calif........._._..-_--.- 
Clinton-Sherman Air Force Base, Burns Flat, Okla_.—_.___ 
Columbus Air Force Base, Columbus, Miss. ._........---- 
Davis-Monthan Air Force Base, Tucson, Ariz 
Dow Air Force Base, Bangor, Maine___.._........-.._--- 
Ellsworth Air Force Base, Box Elder, 8. Dak_______.____- 
Fairchild Air Force Base, Medical Lake, Wash 
Forbes Air Force Base, Pauline, Kans_..............._-_- 
Gray Air Force Base, Killeen, Tex..................-.... 
Greenville Air Force Base, Greenville, Miss_...........__- 
Homestead Air Force Base, Homestead, Fla 
Hunter Air Force Base, Savannah, Ga__________.._-. Le 
Lake Charles Air Force Base, Lake Charles, La 
Lincoln Air Force Base, Lincoln, Nebr_._._.._~._-.------- 
Little Rock Air Force Base, Jacksonville, Ark__.._...____- 
Lockbourne Air Force Base, Lockbourne, Ohio 
Loring Air Force Base, Limestone, Maine 
MacDill Air Force Base, Tampa, Fla__...............---- 
Malmstrom Air Force Base, Great Falls, Mont 
March Air Force Base, Riverside, Calif_......_....-_...... 
Mountain Home Air Force Base, Mountain Home, Idaho__. 
Offutt Air Force Base, Bellevue, Nebr 
Pinecastle Air Force Base, Taft, Fla......2.......-.-.- 
Plattsburgh Air Force Base, Plattsburgh, N. Y 
Portsmouth Air Force Base, Portsmouth, N. H 
Smoky Hill Air Force Base, Salina, Kans 
Travis Air Force Base, Fairfield, Calif 
Turner Air Force Base, Albany, Ga___.......... 2.1 --.- 
Walker Air Force Base, Roswell, N. Mex______....------- 
Westover Air Force Base, Chicopee Falls, Mass 
Whiteman Air Force Base, Knob Noster, Mo__.__...----- 
SAC Special Storage (Hunter Air Force Base) 


ee 


ee 


ee 


eee em ee ee ee eee 


eee ee eee eee ee eee 


1, 658, 000 
6, 887, 000 
1, 615, 000 
16, 618, 000 
1, 982, 000 
3, 093, 000 
2, 043, 000 
9, 006, 000 
15, 917, 000 
3, 610, 000 
8, 523, 000 
1, 347, 000 
4, 909, 000 
1, 146, 000 
23, 000 

1, 807, 000 
1, 913, 000 
1, 131, 000 
1, 266, 000 
2, 229, 000 
807, 000 

7, 436, 000 
2, 916, 000 
3, 626, 000 
706, 000 

4, 724, 000 
1, 162, 000 
3, 698, 000 
4, 726, 000 
4, 035, 000 
4, 155, 000 
2, 932, 000 
8, 558, 000 
729, 000 
3, 854, 000 
9, 474, 000 
470, 000 

1, 652, 000 





Total, Strategic Air Command 


152, 383, 000 
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CONTINENTAL UNITED sTATES—continued 
Tactical Air Command: 





























Ardmore Air Force Base, Ardmore, Okla_........--.----- $254, 000 
Blytheville Air Force Base, Blytheville, Ark.......--.---. 2, 085, 000 
Bunker Hill Air Force Base, Peru, Ind_..-.--.---.--.------ 1, 681, 000 
Clovis Air Force Base, Clovis, N. Mex. .._.-.-.---------- 4, 505, 000 
Donaldson Air Force Base, Greenville, 8. C_-------------- 8, 532, 000 
England Air Force Base, Alexandria, La_............-..-- 3, 435, 000 
Foster Air Force Base, Victoria, Tex.............-------- 478, 000 
George Air Force Base, Adelanto, Calif_.............-.--- 2, 398, 000 
Langley Air Force Base, Hampton, Va_-_-.....-.-------- 4, 813, 000 
Larson Air Force Base, Moses Lake, Wash____-_-_-_-_---- 2, 863, 000 
Myrtle Beach Municipal Airport, Myrtie Beach, S. C___--- 3, 793, 000 
Pope Air Force Base, Fayetteville, N. C_........-.---.--. 1, 921, 000 
Sewart Air Force Base, Smyrna, Tenn____.-.._...-------- 2, 079, 000 
Seymour Johnson Air Force Base, Goldsboro, N. C_._...-- 5, 391, 000 
Shaw Air Force Base, Sumter, 8. C___..-....-...-------- 4, 647, 000 
Wendover Air Force Base, Utah, Utah.........----.-.-.- 67, 000 
Total, Tactical Air Command.-.-.......-...---...--...- 43, 942, (00 
WIE TRIE « on censdccnadnd dtedeleduscdccdectlnccuneue 1, 160, 000 
Various locations, special. ..............-..-.---.--2- eee 1, 240, 000 
Airoraft control and warning... < << 5. .s.6.s00-3 os seen eens 148, 458, 000 
I Ulla a 7, 142, 000 
ee  aaaonmineanis 18, 738, 000 
Land acquisition, urgent requirements__..................---- 200, 000 
Construction program planning._..................-.----.--- 35, 503, 000 
PRINCE: CONS UNUOR 5 were ties, Ja cid en bids icine ok nb wkh ds ceaud 20, 000, 000 
Total, continental United States and miscellaneous...... 1, 191, 405, 000 

Less anticipated reimbursements---........-........--------- —3, 500, 000 
PDs cihiiniard aabvanmimsiisaegcrdinhisdssdbisole dries $1, 187, 905, 000 

OUTSIDE CONTINENTAL UNITED STATES 

Rigen Ade SOAR ask cc ionirelen suid)» eadstice neu Sn ede 32, 202, 000 
BD TS a ae es 2 eee eee See ee 163, 000 
SE TIE Re i un aes ac masienie@ueiew unk iat 26, 716, 000 
MONS DIP LYGRENOES OOPVIOG. ccc Sie se ns an becenenesceeces 21, 738, 000 
ecpiienst: Ate Comrane su) 6 Ga. So See A uel. 18 70, 792, 000 
Pisatenio Ate Gominend ok os. cs cuadloviwiasiiacbbdaswincvaee 25, 958, 000 
ES LEENA: ELE EGLO OL AARNE 4, 015, 000 
i ais idl nti uch cielo 30, 165, 000 
eg AR eg Rn ie DI Se a RR Ma aE AAS AS i A 37, 185, 000 
Deal hy Unibed MingGames . cK casein dis sn SS 25, 751, 000 
MONONG MIR iis ic sy weld iiilh hb ikea daa acseRlekus dew 26, 366, 000 
a idee baad 526, 000 
Bircrers GOmUOr Gli WERT ge concenenipuasenunneacne 102, 000, 000 
Total, outside continental United States_............--- 403, 577, 000 

Less application of Spanish pesetas_...............-----..--- —8, 500, 000 
Ta aes ae ec res ic ce ates eh teh chaos tanchiaasts ive ann eiecabadion edie 395, 077, 000 

TRE RE caitiiienbiiamincebsedmabniinc otignd« $1, 582, 982, 000 


As stated previously, the Committee has made only a small reduc- 
tion of $16,896,000 affecting projects in addition to the $561,800,000 
in specific projects eliminated by the Air Force from the initial overall 
construction program in accordance with Committee instructions. 
Comments regarding specific changes made by the Committee and 
instructions or suggestions for further action by the Department of 
the Air Force and others are contained in the following paragraphs. 
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The Committee considered eliminating projects for construction at 
Talos guided missile launching sites, pending a decision by the Secre- 
tary of I Defense regarding the apparent interservice conflict over this 
phase of the air defense program, in conformity with the recent action 
of the Senate Armed Services Committee on the authorizing legisla- 
tion. However, in order to expedite the settlement of this complex 
problem and avoid any undue delay in the air defense build-up the 
projects have been left in the approved program for possible fundin 
pending a final decision regarding authorization. Nevertheless, an 
irrespective of the authorizing legislation, it is expected that a deci- 
sion will be made as soon as possible, regarding the indicated inter- 
service conflict, along the lines discussed in a preceding statement on 
the ground-to-air guided missile program. 

The request for the Air Academy at Colorado Springs has been 
reduced by $5,433,000, since specific items in this project for that 
amount were approved for earlier action by letter. This earlier action 
was taken for the purpose of avoiding unnecessary delays in utility 
installation and site preparation work. 

The Air Force construction program, as originally presented to the 
Committee, included $6,000,000 for a proposed Air Research and 
Development Command Headquarters building to be constructed at 
a location to be determined. uring the course of the hearings, the 
Secretary of the Air Force notified the Committee that in accordance 
with the terms of Public Law 161, 84th Congress, Ist Session, he had 
decided that the headquarters building should be constructed at the 
Andrews Air Force Base near Washington, D. C. While pursuasive 
arguments were presented in support of this decision, the Committee 
still has some doubt that the immediate vicinity of the Nation’s 
Capital is the best location for command headquarters of this type. 
The Committee would have preferred that another location have been 
selected. However, since the decision was obviously made after 
considerable study had been given to the problem, the project has been 
approved somewhat reluctantly. 

For over a year a decision has been pending in the Bureau of the 
Budget regarding the construction of a hospital at the Lincoln Air 
Force Base or as an alternative the conversion of an existing Veterans’ 
Hospital in the Lincoln, Nebraska, area for joint use by the Air Force 
and Veterans. Hospital facilities are badly needed for Air Force 
personnel at this base. Yet the matter has been waiting a firm decision 
for over a year. Last year, and again this year, the Committee was 
requested to approve the construction of a hospital at this site on a 
tentative basis, pending a final determination as to whether or not the 
Veterans’ facility ont be converted to joint use. Last year, the 
Committee eliminated this item with the following statement: 


Funds for hospital facilities at the Lincoln Air Force Base 
have been deleted — a decision regarding use of the 
existing Veterans’ Hospital near this base. 


Again this year, the Committee is eliminating the hospital project 
from the program with reluctance but in the hope that such action will 
focus attention on the need for an early decision in this matter. If 
officials in the respective agencies working on this problem cannot 
reach a decision, then higher authority, probably the White House, 
should immediately step in and resolve the question. 
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In the overseas portion of the program, the Committee has elimi- 
nated $9,236,000 from projects proposed for construction in the United 
Kingdom. ‘This action will postpone on a priority basis construction 
of a number of central heating plants at various locations. 

In the Far East area, the Committee notes that some fairly expen- 
sive individuat family housing units are planned for construction at the 
Naha Air Force Base. It is suggested that the possibility of convert- 
ing this housing to multiple family units be fully explored before the 
work is undertaken. 

The Committee understands that a much needed recreational facility 
for Wheelus Air Force Base may be added to the pending Military 
Construction Authorization Bill, H. R. 9893. If this is done, the 
Committee expects that the project will be undertaken within the 
total program approved for that area. 

In a number of areas throughout the world, treaties affecting existing 
base rights are under consideration or will soon be subject to review 
with the nations involved. The Committee feels that additional 
funds should not be firmly committed for further construction in these 
areas until the base rights are reasonably secure. It is certainly not 
unreasonable to expect the United States to protect its rights in con- 
nection with these bases to the fullest extent possible, compatible, of 
course, with the sovereign rights of each of the nations involved. 
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CHAPTER IV 


SUBCOMMITTEE 
OTTO E. PASSMAN, Louisiana, Chairman 
J. VAUGHAN GARY, Virginia JOHN TABER, New York 
JOHN J. ROONEY, New York RICHARD B. WIGGLESWORTH, Massachusetts 
CLARANCE CANNON, Missouri IVOR D. FENTON, Pennsylvania 
ANTONIO M. FERNANDEZ, New Mexico GERALD R. FORD, Jz., Michigan 
HENDERSON LANHAM, Georgia T. MILLET HAND, New Jersey 


WILLIAM H. NATCHER, Kentucky 
WINFIELD K, DENTON, Indiana, 


FOREIGN OPERATIONS 
DEPARTMENT OF THE Army, Civit Functions 


Government and relief in occupied areas.—There is included in the bill 
$2,350,000 for this item. The Ryukyu Islands are the remaining 
responsibility under this appropriation. Under the treaty of peace 
with Japan, the United States is empowered to continue to exercise 
all powers of administration, legislation, and jurisdiction over the 
territory of the Ryukyu Islands. A system of vailitary bases and other 
installations pertinent to the defense of the Pacific area has been 
developed in the islands. Since these are of critical strategie im- 
portance to the security of the free world, the above amount is recom- 
mended by the Committee. 


Export-Import Bank 


Administrative expense limitation —The Committee has approved 
the budget request that not to exceed $1,670,000 of the funds of the 
Export-Import Bank of Washington shall be available for all admini- 
strative expenses of the bank for the coming year. The amount 
allowed is $170,000 over the funds authorized for the current fiscal 
year. The Committee was advised that the Bank’s operations are 
expanding because the foreign market is changing from a seller’s to a 
buyer’s market, resulting in more sales on credit and because of the 
increase in investment for economic development in many countries. 
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CHAPTER V 


SUBCOMMITTEE 
GEORGE W. ANDREWS, Alabama, Chairman 
GEORGE H. MAHON, Texas IVOR D. FENTON, Pennsylvania 
HARRY R. SHEPPARD, California FREDERIC R, COUDERT, Jr., New York 
J. VAUGHAN GARY, Virginia EARL WILSON, Indiana 
LOUIS C, RABAUT, Michigan BENJAMIN F. JAMES, Pennsylvania 


JOHN F. SHELLEY, California 


GENERAL GOVERNMENT MATTERS 
Executive OFFIce OF THE PRESIDENT 
BUREAU OF THE BUDGET 


Salaries and expenses.—The Committee considered a supplemental 
estimate of $405,600 for fiscal year 1957, and recommends the ap- 
propriation of $375,000, a reduction of $30,000. 

The communication from the President (H. Doc. No. 400), stated: 


As explained in my message to the Congress of May 10, 
1956, [H. Doc. No. 401] the proposed appropriation represents 
a necessary step in carrying out the recommendations for further 
improvement in erecutwe branch budgeting, accounting, and 
management generally which were made by the Commission on 
Organization of the Executive Branch of the Government 
{Italic supplied.] 


In the hearing on the request before the Committee, the Director 
of the Bureau of the Budget submitted a thorough analysis of the 
recommendations of the Commission on Organization of the Executive 
Branch of the Government (see page 855 of the Hearings). The 
position of the Administration was stated, and the analysis indicated 
that only relatively minor recommendations of the Commission were 
subject to either further study or objection by the Bureau. 





COST-TYPE BUDGET 


The recommendations acceptable to the Administration, which 
form the basis for the pending estimate, embrace the entire field of the 
Federal fiscal structure, from preliminary estimating through account- 
ing and final reporting. Included in these recommendations are those 
which call for extension of the use of cost-type budgets based upon 
accrued expenditure accounting. There has been a gradual increase, 
over the past five years, in the number of activities of the Government 
whose accounts and/or budgets are on a cost basis. It was testified 
that the current recommendation does not require implementing legis- 
lation, and can be accomplished without any basic — = the 
present method of appropriating funds. Continuation of this evolu- 
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tion, as to significant appropriation items, is recommended and 
approved by the Committee. 

n conjunction with the increase in Bureau staff in the accounting 
field, the Committee wishes to suggest that the Joint Accounting 
Improvement Program might well be re-examined with a view to 
establishing (either by mutual agreement, or through appropriate 
legislation) a single director for the program, with a degree of authority 
sufficient to insure that the Program be revitalized and pursued ag- 
gressively. 


RELATED RECOMMENDATIONS 


Other recommendations endorsed by the Administration which can 
be accomplished without legislation, or which are not within the 
purview of the Committee, or which otherwise do not significantly 
affect the present appropriating process include: 

1. Expand the management and budgetary functions of the Bureau 
of the Budget. 

2. Simplify and improve budget classifications. 

3. Synchronize organization structures, budget classifications, and 
accounting systems. 

4. Establish staff Office of Accounting in Bureau of the Budget. 

5. Use of the comptroller organization within principal Federal 
agencies and major subdivisions. 

6. Simplify the allotment system. 

7. Simplify methods of handling claims (H. R. 9593, establishing 
simplified system, now in conference). 

8. Authorize relief for accountable officers under certain conditions. 
(Legislation approved Aug. 9 and 11, 1955, Public Laws 334 and 365). 

9. Simplify summary central accounts and reports for the Govern- 
ment as a whole. 


ANNUAL ACCRUED EXPENDITURE BUDGETING 


The principal remaining recommendation of the Commission is 
adoption of a system of appropriating on an annual accrued expendi- 
ture basis. This is a significant departure from present procedures 
for the bulk of Governmental activities. 

As a corollary to the system of accrued expenditure appropriation, 
the Administration proffers the admittedly debatable concept of 
contract authority for programs which extend beyond one fiscal year. 
The Committee has repeatedly rejected such proposals and elects to 
express again its emphatic objection to the use of contract authority, 
a device tending to lull the Congress and the public into accepting as 
mere “authority” a program which, if presented as an appropriation 
in full, might be summarily dismissed. Like installment buying, it 
would become easier to acquire programs of impressive appearance 
but, when payment became due, the unfortunate taxpayer very likely 
would fare even more poorly. The Committee has had unhappy 
experience with a type of authority implicit in appropriations for 
Civil Functions—Department of the Army, and for the Bureau of 
Reclamation, illustrated on one occasion this year by the ease of 
adoption of an appropriation item in the order of $1,000,000 for a 
project the ultimate cost of which will be in excess of $1,000,000,000. 

Appropriations, under the accrued expenditure system, would be in 
effect limitations on annual expenditures. The contention that money 
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can be saved by a combination of such appropriations and contract 
authority is a snare and a delusion. If, for example, an aircraft 
carrier is approved for construction under a contract authorization of 
$200,000,000 (and assuming it is constructed with the $200,000,000), 
total appropriations must and will be $200,000,000. The fact that, 
under contract authority, the appropriation may be only $5,000,000 
in the first year in no way alters the inevitable. Under the present 
one-time total appropriations system, the Congress makes available 
the total funds required, enabling the Executive Branch to plan its 
operations more systematically and in a yeaa businesslike manner. 
The Congress, however, reserves to itself its privilege of review with 
the attendant right and ability to rescind appropriations for those 
projects or programs no longer desirable or necessary. 


ESTIMATED SAVINGS 


The Committee wishes to point out, in passing, the dangers of 
arbitrary and unfounded assumptions as to the value of revisions in 
financial management and accounting systems per se. The Com- 
mission on Organization of the Executive Branch of the Government 
quoted its Task Force claiming savings “from improved financial 
management—to amount to 4 billions of dollars’. Many well 
intentioned persons, corporations and associations have spent much 
time and money bombarding the Congress and the public to effect 
these savings. No witness appeared before the Committee during 
consideration of the 1957 Budget request to point out, nor could the 
Director of the Bureau of the Budget at the present hearing identify, 
any part of these “savings’’. It is preposterous to assert that a mere 
change in recordkeeping, unaccompanied by specific reductions in 
appropriations, can result in any appreciable savings, let alone such 
a vast sum as $4,000,000,000. 

The Committee is fearful that forcing the entire Federal fiscal 
structure to the accrued expenditure concept of appropriating is a 
professional accountant’s dream that may well become the taxpayer’s 
nightmare. In approving $375,000 of the pending estimate for the 
Bureau, the Committee is therefore approving the strengthening of 
the staff of the Bureau of the Budget, but without subscribing to the 
recommendations of the Commission on Organization of the Executive 
Branch of the Government in their entirety. 


ComMISSION ON GOVERNMENT SECURITY 


Salaries and expenses.—The Committee recommends appropriation 
of $600,000, a reduction of $65,000 in the budget request, for the Com- 
mission. This amount supplements the amount of $250,000 contained 
in the Legislative Appropriation Act, 1956, and the Second Supple- 
mental Appropriation Act, 1956, and is made available for the iieal 
year 1957. e Act of August 9, 1955 (Public Law 304, 84th Con- 
gress) requires the Commission to render a final report by December 
31, 1956, on all matters pertaining to legislative and executive actions 
in the field of Government employee and government-contractor em- 
fe security including law, order, regulation, operations thereunder, 
and recommendation for legislation designed to bring all such matter 


into agreement with the Congressional policy established by Section 1 
of the said Act. 


90015°—57 H. Rept., 84-2, vol. 464 
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CHAPTER VI 


SUBCOMMITTEE 


ALBERT THOMAS, Texas, Chairman 


SIDNEY R. YATES, Dlinois JOHN PHILLIPS, California 
JOE L, EVINS, Tennessee CHARLES W. VURSELL, Illinois, 
EDWARD P. BOLAND, Massachusetts HAROLD ©. OSTERTAG, New York 


INDEPENDENT OFFICES 


GENERAL Services ADMINISTRATION 


Operating expenses, Public Buildings Service —The bill contains the 
budget estimates of $1,450,000 for fiscal year 1956, and $3,550,000 for 
fiscal year 1957, to finance the cost of wage board increases which 
have recently been granted to certain General Services Administra- 
tion employees throughout the United States, and for making pay- 
ments in lieu of taxes to proper taxing authorities as required by Pub- 
lic Law 388, 84th Congress. 

The supplemental amount in the bill for 1956 includes $150,000 for 
wage board increases that have been granted since February 12, 1956, 
a previous supplemental having provided for increases granted through 
that date, and $1,300,000 for feat in lieu of taxes for the tax 
year 1955 on certain former RFC properties now under the control of 
the General Services Administration. 

The additional amount in the bill for fiscal year 1957 includes 
$2,250,000 for financing the cost of wage board increases in 1957 
granted during fiscal year 1956, and $1,300,000 for payments in lieu 
of taxes for the tax year 1956. The 1957 budget estimates previously 
considered by the Congress for the Public Buildings Service did not 
include these additional costs. 

Acquisition of land, District of Columbia.—The bill contains $150,000, 
a reduction of $150,000 in the budget estimate, for initiating condem- 
nation proceedings to obtain certain land now in private ownership 
in square 62 in the District of Columbia adjacent to the site of the 
proposed extension of the State Department building. Acquisition 
of the properties is strongly supported by the State Department for 
security reasons. After the Government obtains title it is proposed 
that it make certain exchanges of land with other owners of property 
in the block to permit future widening of streets in the area around the 
State Department buildings. The bill places responsibility for terms 
and conditions relating to such exchanges of properties in the Ad- 
ministrator of the General Services Administration. 

Additional court facilities.—The unobligated balance for this 
purpose in the Supplemental Appropriation Act, 1955, is continued 
available until June 30, 1957, as recommended in the budget estimate. 
This will allow an additional year for completing the court facilities for 
twenty-nine judges as contemplated in the original appropriation. 
The start on facilities for two judges has been delayed pending ap- 
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pointment of the judges and the space requirements at the third loca- 
tion where facilities are yet to be started, are expected to be determined 
~~ in fiscal year 1957. ; 

nited States post office and courthouse, Nome, Alaska.—The bill 
includes the budget estimate of $200,000 for _— office and courthouse 
facilities at Nome, Alaska, which is in addition to $1,100,000 pre- 
viously appropriated for this purpose. The bids on the general 
contract, which have recently been opened, exceeded earlier estimatcs 
of cost and the amount available, and the additional amount recom- 
mended is required so that construction may get underway during 
this building season. 

Expenses, general supply fund.—The bill contains $200,000, a 
reduction of $200,000 in the budget estimate, to permit the General 
Services Administration to continue to pay for leased stores warehouse 
space instead of moving into Government-owned space as proposed 
in the original 1957 budget estimate. It has not been possible to 
obtain other Government-owned space to date, but the agency should 
conan vigorously its efforts to obtain space in Government-owned 

uildings. 

General supply fund.—The bill contains $8,000,000 to increase the 
capital of the general supply fund, which is a reduction of $1,000,000 
in the budget estimate. ‘The Independent Offices Appropriation Act 
1957, provides an increase of $10,000,000 in such capital fund, and 
the amount in the bill increases the total capital to $65,700,000. 


Such an increase is needed for financing the increasing amount of 
business in the stores system. 


Hovusine anp Home Financr AGENCY 


Public Housing Administration, annual contributions.—The bill pro- 
vides $450,000, a reduction of $850,000 in the budget estimate, for 
payments to local public housing authorities on Kee where annual 
contribution payments fall due toward the end of fiscal year 1956. 
Since submission of the $1,300,000 budget estimate the Public Hous- 
ing Administration informed the Committee that subsidy payments 
on six projects originally scheduled for payment in fiscal year 1956 
have been transferred to fiscal year 1957. This accounts for $819,451 
of the reduction and does not involve a corresponding increase in 


requirements for 1957 since the 1957 budget already includes funds 
for payments on the six projects. 


NatTionaL Apvisory CoMMITTEBE FOR AERONAUTICS 


Salaries and expenses.—The bill includes the supplemental budget 
estimate for $789,000 to provide for the cost during fiscal year 1957 
of wage board increases granted in the months of April and June, 1956, 
for certain employees in the NACA laboratories. Such increases be- 
came effective subsequent to the submission of the Budget for 1957. 
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NATIONAL ScrENCE FouNDATION 


Synthetic rubber research and development.—The bill makes available 
$500,000 of prior year funds for the fiscal year 1957 for the synthetic 
rubber research program transferred to the National Science Founda- 
tion from the Federal Facilities Corporation on July 1, 1955. The 
unobligated balance in excess of such amount, estimated at $56,000, 
is returned ‘to the Treasury as of June 30, 1956. 

The funds provided are for transitional research grants to university 


and institute research scientists who are engages in synthetic rubber 
research, and for the cost of maintenance of the Government labora- 


tories at Akron, Ohio, which ceased operations on June 30, 1956. 
A pores is pending for disposal of the laboratories. 

he Foundation plans to continue to support a new and expanded 
program of basic high polymer research in universities through the 
regular research programs of the Foundation. 
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CHAPTER VII 


SUBCOMMITTEE 


MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 
ALFRED D. SIEMINSKIL, New Jersey IVOR D. FENTON, Pennsylvania 
DON MAGNUSON, Washington ERRETT P. SCRIVNER, Kansas 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 


Office of Oil and Gas.—The budget estimate of $100,000 is recom- 
mended. A recent decision of the Attorney General requires that this 
Office assume certain defense planning responsibilities previously car- 
ried out by industry committees at no cost to the Government. 


Bureau or LAND MANAGEMENT 


Construction.—The Committee has allowed the budget estimate of 
$100,000 for the construction of campsites in Alaska as authorized by 
Public Law 507, approved May 4, 1956. This amount will finance 
camping facilities at 28 locations along the most traveled highways 
to serve as a fire prevention measure and to provide needed accommo- 
dations for the increasing number of visitors. 


Vircin IstAnps CorRPoRATION 


Revolving fund.—The Committee has approved an additional amount 
of $125,000 for loans, a reduction of $425,000 in the budget request. 
The amount recommended by the Committee together with the bal- 
ance of $370,000 presently available will provide a total of $495,000 
for new loans. After making provision for two loans recently pledged 
by the Corporation and a pending application by the Virgin Isle 
Hotel, a balance of $55,000 will be available. This is believed ade- 
quate for meeting additional new small loan requirements. 


INDEPENDENT OFFICES 


District or CotumBiA AupITroRIuM CoMMISSION 


Salaries and expenses.—The budget estimate of $150,000 has been 
recommended by the Committee for the formulation of plans for the 
construction of a national civic auditorium in the District of Columbia 
as authorized by the act of July 1, 1955 (Public Law 128). The act 
of April 27, 1956 (Public Law 491), extended until January 31, 1957, 
the time allowed the District of Columbia Auditorium Commission 
to submit its report and recommendations to the President and the 
Congress. The amount allowed will permit the Commission to com- 
plete the planning by this deadline, including recommendations as 
to the design, location, and financing of the auditorium. 
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CHAPTER VIII 
SUBCOMMITTEE 


JOHN E. FOGARTY, Rhode Island, Chairman 


ANTONIO M. FERNANDEZ, New Mexico JOHN TABER, New York 
HENDERSON LANHAM, Georgia T. MILLET HAND, New Jersey 
WINFIELD K,. DENTON, Indiana BEN F. JENSEN, Iowa 


EXECUTIVE OFFICE OF THE PRESIDENT 


PrestpENT’s COMMITTEE ON EpucaTION Bryonp THE Hien ScHooL 


In March, 1956 the President appointed a committee to study prob- 
lems in the field of higher education and, to facilitate these studies, 
to sponsor regional and state meetings on this subject. The program 
of the Committee closely parallels that of the White House Con- 
ference on Education authorized by Public Law 530, 83d Congress. 

The Committee is in wholehearted agreement that a serious prob- 
lem exists with regard to education beyond the high school. The 
Committee does not presume to pass on the question of whether or 
not the program proposed is the best way of attacking the problem. 
This question is one that should be analyzed and passed on by the 
proper legislative committees. It was not until several days after the 
hearing on this subject by the Committee on Appropriations, and 
three months after the President’s Committee was set up, that _ 
posed legislation was submitted to the legislative committee. The 
long delay on the part of the Executive Branch in submitting a leg- 
islative proposal in this field is, in the opinion of this Committee, 
inexcusable. 

The request that funds for the continuation of the President’s 
Committee and its program be included in the bill was obviously not 
in order. Such shorteutting of the legislative processes cannot be 
condoned and the request has been denied. Furthermore, since there 
is no law authorizing the President’s Committee, the inclusion of 
such an item in the bill would be contrary to the rules of the House of 
Representatives. The financing of this activity from the appropri- 
ation “Emergency fund for the Dvcadait, national defense’ is just as 
obviously not in order. It is especially difficult to understand why 
this method of financing was employed in view of the assurances the 
Committee has catalveh from both Budget Bureau Director Dodge 
and his suecessor Director Hughes, regarding the proper use of these 
emergency funds. Pertinent quotations from their testimony is con- 
tained on pages 354 and 355 of the hearings on this bill. 
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50 SUPPLEMENTAL APPROPRIATION BILL, 1957 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Pousitic Heattu SERVICE 


Requests were made to supplement several appropriations to cover 
mandatory pay costs and uniform allowances under recently enacted 
legislation or not foreseeable at the time the regular annual budget 
was prepared. All of these requests were approved in full except 
for decreases from the estimates volunteered informally by the Public 
Health Service subsequent to the hearings. These decreases are all 
in items for 1956 cat were made on the basis that later obligation 
estimates indicated the amount requested would not be needed. A 
direct appropriation is recommended for each rather than transferring 
funds from other appropriations as was requested in several instances. 
It was suggested that transfers be made from the appropriation 
“Grants to States for poliomyelitis vaccination” since a recent reduc- 
tion in the price of vaccine will result in an estimated surplus of 
over $4,000,000 in this account. It appears that the more cleancut 
method is to make direct appropriations where funds are needed and 
rescind those appropriated funds that are not needed and it is so 
recommended in the bill. The rescission of $4,000,000 will in no way 
affect the operation of the polio vaccination program. Action on 
each of the other requests is set forth below. 

Communicable diseases.—The request for $540,000 was approved. 
This amount includes $60,000 for mandatory pay costs under Public 
Law 497 and $480,000 for additional epidemiological and diagnostic 
work in connection with the poliomyelitis surveillance program. 

Disease and sanitation investigations and control, Territory of Alaska; 
and Construction, mental health facilities, Territory of Alaska.—Both 
the request for $25,000 for a survey of the need for construction of 
mental health facilities in Alaska and the request for $500,000 for such 
construction have been denied without prejudice for the reason that 
authorizing legislation has not yet been enacted. 

Grants for hospital construction.—The bill contains language which 
will have the effect of rescinding any appropriated funds for this pro- 
gram that are not obligated within two years after they were made 
available. It has been repeatedly testified before the Committee that 
these funds are available for only two fiscal years and everyone con- 
nected with the program, including the State agencies that receive 
these grants, has been proceeding on this assumption. Recently, 
however, the General Accounting Office has stated that these funds 
are available indefinitely until expended. The language in this bill 
simply places these funds on the basis that, until very recently, has 
been accepted by all concerned since the time the original Hill-Burton 
Act was passed, inasmuch as that Act provides that allotments to 
the States are available for a two-year period only. 

Hospitals and medical care.—The request for $1,225,000 has been 
approved. This will provide $1,200,000 for mandatory pay and uni- 
form allowances under recently enacted legislation, and $25,000 to 


settle claims resulting from residential construction performed by 
patients at the Carville, Louisiana, hospital at their own expense. 
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Salaries and expenses.—The bill includes $20,000 requested for 
mandatory pay and uniform expenses under recently enacted legis- 
lation and $700,000 for a national health study under legislation that 
was passed during this session of Congress. The request for the latter 
purpose was $780,000 but since these funds will not be available until 
a part of the fiscal year 1957 has passed, the Committee has reduced 
the request by $80,000. 
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CHAPTER IX 
SUBCOMMITTEE 


JOHN J. ROONEY, New York, Chairman 


PRINCE H. PRESTON, Georgia FREDERIC R. COUDERT, Jr., New York 
ROBERT L. F. SIKES, Florida FRANK T. BOW, Ohio 
DON MAGNUSON, Washington CLIFF CLEVENGER, Ohio 


DEPARTMENT OF STATE 


Extension and remodeling, State Department building.—The sum of 
$1,000,000 was provided in The Supplemental Appropriation Act, 
1956, and $800,000 in The Second Supplemental Appropriation Act, 
1956, for design and planning work for the extension and remodeling 
of the existing State Department building here in the District of 
Columbia. There is irithuded in this bill the additional sum of 
$44,920,000, a reduction of $10,680,000 in the amount of the budget 
estimates for this item. The Committee was advised by the Depart- 
ment of State that the reduction should in no way delay or alter 
plans for the construction of the building since the requested addi- 
tional funds would not be obligated during fiscal year 1957. The 
estimated total cost ef the project is $57,400,000. The Committee 
directs that such amount be considered the ceiling on costs of this 
project, and that every effort be made to reduce same in keeping 
with the needs of the Department. 

The new structure, together with the present building is designed to 
accommodate all the Washington staff of the State Department, 
including the International Cooperation Administration, in a single 
building, rather than scattered, as at present, among 29 separate 
buildings. 

The Committee was advised that the estimated savings to the United 
States Government by housing the Department of State in one building 
instead in scattered buildings as at present would be $2,116,041 per 
annum but was amazed to discover that no present estimate of future 
savings as a result of the need for fewer employees had been computed 
by the Department. It is expected that such an estimate will be 
furnished the Committee in the near future. 

International Fisheries Commissions.—The Committee recommends 
the full amount of the budget estimates, $620,000, to continue and 
expand, on a joint international basis with Canada, the sea lamprey 
control and research activities conducted since 1947 by the Fish and 
Wildlife Service of the Department of the Interior. 

The Committee was advised that over the past several years the 
parasitic sea lamprey has spread through the Great Lakes and has 
all but destroyed the trout population in Lakes Huron and Michigan. 
In Lake Superior the trout population is falling off rapidly due to the 
spread of the sea lamprey. e loss to the United States and Canada 


in trout and other valuable fish is presently estimated to be $5,000,000 
annually. 
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Vatican City claims.—The Committee recommends the full amount 
of the budget estimate ($964,200) for the payment of claims for dam- 
ages to properties of the Vatican City during World War II, as au- 

orized by Public Law 656, 84th Congress. 


THE JUDICIARY 
Courts or AppEats, District Courts anp OTHER JUDICIAL SERVICES 


Administrative Office of the United States Courts——The request for 
$113,500 to pay for the rental and alteration of commercial office and 
warehouse space in the District of Columbia to accommodate the 
larger part of the personnel and operations of the Administrative 
Office of the United States Courts outside of the Supreme Court 
Building, where the entire Office is presently located, is not approved 
at this time. 

No indication could be given to the Committee as to where the space 
might be obtained to relocate part of this Office. It was testified that 
dividing up the Administrative Office would be an unwieldy operation 
and that the Office would function better if it were kept together 
where it is now located. If more definite plans are formulated in 
the coming fiscal year the Committee will be glad to reconsider the 
proposal, 


INDEPENDENT OFFICES 


Unitrep States INFORMATION AGENCY 


Acquisition and construction of radio facilities.—The request for an 
additional $2,000,000 for the construction of a land-based broadcasting 
facility in the Near East, to replace the vessel Courier as the medium- 
wave transmitting base in that area is not approved at this time. 
An item such as this should be presented in the regular annual budget 
request and not as a supplemental item. If and when this request is 
again presented to the Committee for consideration the Agency should 
be prepared to advise the Committee what it proposes to do with the 
vessel Courier, now costing the taxpayer $608,000 annually, when the 
land-based facility is completed. 


FUNDS APPROPRIATED TO THE PRESIDENT 


President's special international program.—The bill includes 
$4,687,400, a reduction of $4,312,600 in the amount of the budget 
estimates, to continue the President’s special international program of 
artistic and athletic presentations abroad and participation in inter- 
national trade fairs. The sum allowed is the same amount as ap- 
propriated for fiscal year 1955 and also for fiscal year 1956 less the 
amount requested for the United States Information Agency. 

The Committee was told that from $1,240,000 to $1,700,000 of 
previously appropriated funds for this program would be unexpended 
as of June 30, 1956. 

The sum of $312,600 was requested for the United States Informa- 
tion Agency, principally for promoting and publicizing this program. 
The Committee is of the opinion that this Agency should be able 
to carry on this work within its regular annual appropriation which 
is in the amount of $113,000,000 for the fiscal year 1957, and therefore, 
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directs that no part of the funds recommended herein be allocated to 
the United States Information Agency. 

The testimony before the Committee reveals that of the $229,738 
available to the United States Information Agency from this fund for 
fiscal year 1956, the sum of $120,615, or over 52 — was expended 
for entertainment. Large amounts of the USIA funds were used for 
the purchase of tickets which were given away to people to attend the 
performances. If the performers or companies sent abroad were of 
such consequence that free tickets had to be given away at government 
expense for them to have an audience they should not have been sent 
in the first place. For example, the Agency expended $3,000 of the 
taxpayers’ money to bra tickets to present to people free of 
charge to listen to the Los Angeles Symphony Orchestra in Tokyo. 

It is inconceivable that a Government Agency would even consider 
a payment of $23,000 for royalties in connection with a touring play, 
in addition to all the other costs of an overseas tour. Nevertheless, 
such is the case, as an examination of the hearings will disclose. 

The Committee expects that all agencies in any way connected with 
this program will correct the loose financial operations pointed out in 
the report of the General Accounting Office and the investigative 
report of this Committee, and take the necessary action to prevent 
their reoccurrence in the future. 
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CHAPTER X 


SUBCOMMITTEE 


J. VAUGHAN GARY, Virginia, Chairman 
OTTO E. PASSMAN, Louisiana GORDON CANFIELD, New Jersey 
ALFRED D. SIEMINSKI, New Jersey EARL WILSON, Indiana 
JAMES C. MURRAY, Illinois BENJAMIN F. JAMES, Pennsylvania 


TREASURY DEPARTMENT 
Bureau or Accounts 


Salaries and expenses.—The Committee recommends the amount 
of the budget estimate, $82,000, for the processing of an increasing 
workload of depositary receipts. Originally estimated at 7,800,000 
for fiscal year 1957, the number of receipts actually processed in this 
fiscal year, through March 1956 was in excess of 6,100,000, and is 
now expected to reach 8,500,000 in fiscal year 1957. The increase 
stems in part from increasing compliance with the deposit require- 
ments (in turn because of the penalty provisions in the Internal 
Revenue Code of 1954), and in part from revised regulations, effective 
January 1, 1956, governing farmer-employer deposits. 


Division oF DispuRSEMENT 


Salaries and expenses.—The Committee recommends an appropria- 
tion of $175,000, a reduction of $100,000 in the estimate. This item 
is to cover the cost of processing gasoline tax refund checks. The 
reduction is discussed below in connection with the item for the 
Internal Revenue Service. 


INTERNAL REVENUE SERVICE 


Salaries and expenses.—An appropriation of $750,000 is recom- 
mended for this item, a reduction of $380,000 in the estimate. 

The estimate was submitted covering the costs of servicing an antici- 
pated number of five million claims for refunds of gasoline taxes to 
farmers under the terms of Public Law 466 of this Congress. This is 
a completely new program, and the Committee is of the opinion that 
the estimated number of claims will not materialize, having deter- 
mined that there were but 5,100,000 farms in the United States in 
1954, and that the number of farms has been diminishing yearly. 

The Committee suggests that, as experience is gained under the 
tax refund law, the Service continue to study its methods and proce- 
dures to assure that economy and simplification in operations are 
achieved. 

Several of the States have gasoline tax refund laws, and the Com- 
mittee wholeheartedly adopts the language of the Senate Finance 
Committee report (S. Rept. 1609, 84th Cong.) urging the coordination 
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of the Federal refund program with the administration of refund pro- 
ms of the various States. 

There has recently been enacted legislation which would place the 
receipts from gasoline and other taxes associated with highway use 
in a special trust fund. It is the opinion of the Committee that the 
administrative expense incurred in making refunds of this nature 
ought to be a proper charge against the trust fund rather than against 
the general revenues of the Treasury. 


Coast Gvuarp 


Retired pay.—The Committee recommends $425,000 for this item, 
the amount of the budget estimate. This amount is found necessary 
after a recomputation of costs following action on the regular annual 
appropriation for 1957. The total includes funds for the increased 
pay of certain retired officers as authorized by Public Law 489, ap- 
proved April 23, 1956; for the increased costs for certain personnel as 
reviewed under authority of Public Law 220, approved October 25, 
1951; and for the continuation of the program of voluntary retire- 
ments of personnel with over 20 but under 30 years service, 
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CHAPTER XI 


SUBCOMMITTEE 


LOUIS C. RABAUT, Michigan, Chairman 


OTTO E. PASSMAN, Louisiana EARL WILSON, Indiana 
WILLIAM H. NATCHER, Kentucky BENJAMIN F. JAMES, Pennsylvania 


DISTRICT OF COLUMBIA 
FepERAL PAYMENT 


A budget estimate of $3,000,000 was submitted to increase the 
Federal payment to the District of Columbia for the fiscal year 1957 to 
$23 million—$20 million having been eppropriated in the regular bill. 

If it were to approve the budget estimate, the Committee would be 
in the position of recommending an appropriation of Federal funds to 
create a surplus in the general fund of the District of Columbia. The 
Committee has, therefore, disapproved the request. 


OpeRATING EXPENSES 
DEPARTMENT OF GENERAL ADMINISTRATION 


To finance the additional workload of the various units of the 
Finance Office which is anticipated as a result of the recently enacted 
District of Columbia Revenue Act of 1956, the Committee recom- 
mends an appropriation of $300,000, a reduction of $32,000 in the 
budget estimate. 

The Committee has reduced the estimates for several of the sub- 
activities of the Finance Office as follows: 


Anbotintihiels i065 26 sata so Sid SE cdi nd dn Gl bade nw daenaiond $8, 990 
I ar as ok a saa elds mag cpa ls Mca oe ie SS ch 5, 440 
Vn cdibdads cnn neds veseed sneaks acwidenkeresadnunanueeae 17, 570 


OFFICE OF CORPORATION COUNSEL 


The Committee approves $3,600 for this Office to provide an addi- 
tional secretary. This item was not included in the estimates but is 
recommended at this time as representations have been made to the 
Committee, since the passage of the regular bill when the estimate for 
this position was denied, that this position is vitally needed for the 
proper functioning of the office. 


REGULATORY AGENCIES 


The budget estimate of $21,806 to provide four additional examiners 
for the Department of Insurance, in the opinion of the Committee, is 
not a proper item for inclusion in a supplemental appropriation bill. 
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However, in view of the urgent need for more adequate supervision 
and inspection of insurance companies domiciled in the District of 
Columbia, the full budget estimate is approved. 


DEPARTMENT OF QCCUPATIONS AND PROFESSIONS 


The Committee considered a budget estimate of $3,200 to provide 
for the services of a clerk-typist for the Air-Conditioning and Re- 
frigeration Board. The Committee is of the opinion that the very 
minor workload of the Board can be absorbed by the present personnel 
of the Department and has denied the request. 


PUBLIC SCHOOLS 


The budget estimate recommended an appropriation of $155,000 for 
fiscal year 1957, and $155,000 and language making the proposed 
salary increase for teachers and officers in the evening and summer 
schools and for per diem educational employees in the regular day 
schools retroactive to July 1, 1955. The Committee recommends the 
full appropriation for each fiscal year. 


METROPOLITAN POLICE 


The Committee considered an estimate of $831,200 to provide for 
the salaries and expenses of 228 police privates (payable from the 
general and highway funds) and 8 additional motorcycle policemen 
(payable from the motor vehicle parking fund). ‘The Committee has 
reduced the estimate $136,200, disallowing the salaries and expenses of 
28 man-years of employment of police privates in the belief that the 
proposed recruiting schedule cannot. be accomplished. Included in 


the total reduction is the request of $7,200 for the purchase of six 
automobiles to be used as “spares.” 


COURTS 


The budget estimate and the Committee recommendation is as 
follows: 

















Item Estimate {Recommended 

Central Violations Bureau _..........-..-.4-..-2-2--. $19, 600 j.......--- 
Domestic Relations Branch........u-......-.....--.- 375, 150 $350, 000 
Retirement of Municipal Court Judge_........-.-...-- 12, 250 12, 250 
Retirement of Municipal Court of Appeals Judge......-. 17, 000 17, 000 
Rete. ee. 3 SE ee A a 424, 000 379, 250 





The Committee has disapproved the estimate for the Central Viola- 
tions Bureau as it is of the opinion that such an estimate should have 
been presented for consideration in the annual bill rather than for 
this supplemental appropriation bill. 

The request of $375,150 to provide funds for the Domestic Relations 
Branch of the Municipal Court is in two parts, $208,750 for salaries 
and expenses of 3 judges and 31 supporting personnel, and $166,400 
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for remodeling of courtrooms, judges’ chambers and office space. The 
Committee has reduced the total estimate by $25,150. 


DEPARTMENT OF PUBLIC HEALTH 


The budget estimate and the amount recommended for each 
activity is indicated below: 








Item Estimate |Recommended 
RRS So ce rete aete ese ee cnachstessekh ueeee $25, 915 $25, 915 
Ser Sey Ue ae nod a ee ene te 24, 415 15, 000 
Mental health servitess oa < és o< nk oes Sekt - Sie co odie 46, 254 30, 000 
SU ar os ie ek dlcia waa aeib 22, 375 22, 375 
REALE SS LAE SAE LE NO TD 32, 785 28, 000 
Legal peychiatric Services: . on cn nwo ee ee Fae FO cn catens 
Coordinated dental program. ._........-------------- SOF Wee 1.62.20. 252 
Salary increase for residents and interns__.........-.-- 126, 000 |.....-...- 
First aid assistants for Ambulance Service. .....-...--- 14, 500 |.....--..- 
Medical charities (fiseal year 1955)_.........-.-----.-- 75, 000 75, 000 











Dental health services —The Committee has approved funds to 
provide personnel for the establishment of a dental clinic in addition 
to the 14 presently in operation. It has disallowed the request for 
an Assistant Chief Dental Clinician. 

Mental health services.—The budget estimate requested funds to 
provide personnel and other expenses for the operation of 14% mental 
health clinics in addition to the 1% presently in operation. The 
Committee recommends $30,000 to institute operations of one 
additional clinic. 

Ringworm control.—Funds were requested to expand the part- 
time ringworm clinic to a full-time basis. The Committee recom- 
mends $28,000 for this activity and has denied the request for a 
Laboratory Technician. It also points out that this is an emergency 
program to combat what appears to be an epidemic and expects a 
corresponding reduction in the estimates as soon as the problem is 
again under control. 

Legal psychiatric services.— The Committee has denied the request of 
$13,756 for additional legal psychiatric services. There is available 
now $50,276 for such services. 

Coordinated dental program.— The budget estimate requested $30,000 
to inaugurate a coordinated dental program. The Committee is of 
the opinion that this item is not pertinent to a supplemental appro- 
priation bill and that the proposed program is of doubtful value to the 
community. It has, therefore, denied the request. 

Salary inerease for residents and interns —The Committee has dis- 
approved the budget estimate for this item. Testimony was presented 
to the Committee that an increase in the salary schedule would aid in 
recruiting interns and residents at the District of Columbia General 
Hospital. Testimony was also presented that recruiting for fiscal 
year 1957 has already been completed. Therefore, the Committee is 
of the opinion that if it were to approve this request it would be 
appropriating funds to facilitate recruiting which has already been 
accenplishied: 
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First-aid assistants for ambulance service-—The Committee has de- 
nied funds requested to replace interns serving on ambulances with 
first-aid assistants. While such a proposal is an administrative matter, 
the Committee is of the opinion that such a move would tend to in- 
crease the cost of operation of the hospital. 


DEPARTMENT OF PUBLIC WELFARE 


Public assistance grants.—The Committee has approved the budget 
estimate of $450,000 to continue grants at 78 percent of need to the 
number of cases eligible for public assistance at the end of fiscal year 
1956. 


DEPARTMENT OF VEHICLES AND TRAFFIC 


The budget estimate contained language requesting authorization 
for the expenses of sending personnel to specialized traflic engineering 
schools, and a request for funds for an additional clerk-typist. The 
Committee has denied the language request on the basis that it is 
not a pertinent item for a supplemental bill. With reference to the 
request for the clerk-typist position, the Committee is of the opinion 
that the additional ateal involved in connection with the mailing 
of permanent drivers’ permits can be absorbed within the total funds 
provided this Department in the annual appropriation bill. 


NATIONAL GUARD 


Compensation for commanding general_—The budget estimate con- 
tained language providing for the compensation of the Commanding 
General of the District of Columbia National Guard at an annual 
rate of $11,600 and making this language retroactive to January 1, 
1956. The Committee has approved the language but has reduced 
the amount requested to $7,500 per annum. 


PERSONAL SERVICES, WAGE-SCALE EMPLOYEES 
The Committee has approved the budget estimate of $943,000 


for this item, which provides for pay increases of wage-scale em- 
ployees of the District Government. 


CapiTaL OvuTLAY 


PUBLIC BUILDING CONSTRUCTION 


The Committee recommends an appropriation of $7,427,929 for 
fiscal year 1957 capital outlay items, a reduction of $1,390,571 in the 
budget estimates. For fiscal year 1956 capital outlay items, the Com- 
mittee recommends $335,000, a reduction of $8,000. 


A table setting forth the various projects and the Commuttee rec- 
ommendation in each instance follows: 
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Public Building Construction 
Item Estimate Recominended 
Public schools: 
Permanent Improvements. -.......--.-.-...- $32, 000 $32, 000 
Anacostia Senior High School Addition, 1956__- 83, 000 83, 000 
LaSalle Klementary School, 1956_-....-_..-.- 30, 000 30, 000 
Garfield Elementary Schoo! Addition, 1956____ 25, 000 25, 000 
Police Department: Women’s Bureau, equipment__- 38, 000 38, 000 
Fire Department: 
Hive h0ateist aicstolns 4a S832, ide besee cue MEM GOL Se ok os. 
Site, repair shop and engine house No. 7._._.- 215, 000 190, 000 
Department of Publie Health: 
District of Columbia Genera] Hospital: 
Dormitory for residents and interns__----- 775, 000 775, 000 
Conversion of psychiatric buildings. - ...-- 28, 000 28, 000 
Permanent improvements. .......-..----- 58, 000 58, 000 
Oneratin® GUME, 190i nnntcacscees-440--- 80, 000 72, 000 
Glenn Dale Hospital: 
Medical laboretory expansion... .-..----- 485 000: leouviiscs ban 
Expansion of surgical facilities_......_.--- 04: 000: J... enna pee a 
Permanent improvements..........------ 44, 000 44, 000 
Survey of hospital UE at a cha & ae Sr rd ae 35, 000 35, 000 
Department of Public Welfare: 
Children’s Center: 
Detantiin writ. 6su3 os -vilseascsn~scus re a a a eee 
OO EEE ES ae eee MRO 425, 000 425, 000 
Bo 1 EL a aor cer ey Ouens tae 803, 600 803, 600 
SGM WET carne co oie ee ee ee 110, 000 110, 000 
Nursery cottage: 
Construction, 1986...0.64- 6.2.64. -.- 125, 000 125, 000 
SEE EEE Re SESE MRR Paes 25, 000 25, 000 
Maximum security cottage, equipment. __- 30, 000 30, 000 
Permanent improvements, Junior Village Leet 78, 000 50, 000 
Receiving Home for Children, equipment_ __- ~~ 20, 000 20, 000 
Recreation Department: 
Land impreVeagigats 26s . bon < ements <enns 221, 671 200, 000 
ES RE lily pi lea ie Ae ne. tall t+. Be enon 175, 000 150, 000 
Deve roureiens. a Sy ee ed ee 3, 329 3, 329 
Department of Corrections: 
Youth Correctional Center__._.....-.----. 2. 3, 550, 000 3, 000, 000 
Rethistr ial, SaGCY nace eens cn vite ne Veer dunn 1, 062, 000 1, 062, 000 
RINDTAVOIOENS OF WUIbIOS... «we maye care scceee=- 125, 000 125, 000 
Improvements to electrical system_-_...-.---- 195, 000 195, 000 
Peopae t0 360 G42 ole wu se louasens 8, 000 8, 000 
Department of Buildings and Grounds: Permanent 
CINE, 8s. < pe cntatanehatennbitisenteammien aie 21, 000 21, 000 


Total, public building construction 








9, 161, 500 


7, 762, 929 








Fire Departmeni.—The Committee has denied a request of $100,000 


to replace the fire boat. 


In the seven years since July 1, 1949, the 


fire boat has responded to a total of 23 fires, an average of three per 
year. It is interesting to note that during this period annual operating 
and maintenance expense for the present fire boat has averaged 
$96,000. If the Commissioners deem a fire boat essential, considera- 


tion should be 
boats with fire-fightin 
type of fire to which the 


iven to equipping one or more of the harbor police 
equipment which should be adequate for the 
resent fire boat has been responding. 


_ The Committee considered a request for funds to purchase a site 
in the Southwest Redevelopment Area for a repair shop and an engine 
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company. The estimate has been reduced $25,000 in the belief that 
the proposed cost of the land at approximately $3.40 per square foot 
is excessive. 

Department of Public Health—The Committee has reduced the fiscal 
year 1956 estimate for increased costs of constructing the operating 
suite at District of Columbia General Hospital by $8,000, allowing 
$72,000, or approximately 10 percent of the original appropriation. 

The Committee has approved the request for funds to conduct a 
survey of hospital facilities of the District Government and suggests 
that such a survey be conducted by disinterested parties. 

The budget estimate requested $171,000 to provide for expansion of 
facilities at Glenn Dale Hospital. The Committee has denied this 
request pending completion of the survey noted above. 

epartment of Public Welfare-—The budget estimate of $469,900 
for a detention unit at the Children’s Center has been denied. The 
Committee is of the opinion that the total cost of this building 
($500,000 for a building with a capacity of 50 children) is excessive 
and suggests that the plans be revised with the objective of bringing 
this cost estimate in line with other projects under construction at 
the Center. 

The Committee has approved the budget estimate of $110,000 for 
staff housing at the Children’s Center but directs that a more realistic 
rental schedule than the one presently in use be instituted prior to 
occupancy of these units. 

A reduction of $28,000 in the budget estimate of $78,000 for perma- 
nent improvements to the grounds at the Junior Village is recom- 
mended. The project is to be completed within the total funds 
provided. 

Recreation Department.—The budget estimate proposed $221,671 for 
Land Improvement, $175,000 for Structures, and $3,329 for Debt 
Retirement. The Committee has made a general reduction of $21,671 
in the Land Improvement program and $25,000 in the Structures 
program in the belief that the total program can be accomplished 
within the funds provided. 

Department of Corrections.—The budget estimate included $3,550,000 
to continue construction of a Youth Correctional Center. The Com- 
mittee has reduced the estimate $550,000 as the Department still has 
available $600,000 in construction funds which was appropriated last 
year. 

DEPARTMENT OF HIGHWAYS 





Item Estimate |Recommended 





EINES Ena ccncennandvrivcsnbaaneneeehaletten $140, 000 | $140, 000 











The Committee approves the budget estimate of $140,000 for major 
improvements to the 11th Street Bridge. 








SUPPLEMENTAL APPROPRIATION BILL, 1957 67 


DEPARTMENT OF SANITARY ENGINEERING 











Item Estimate Recommended 
Seeeeentel SOOO. SS 5 osc b ch cp eaecassksdcawuwen $4, 097, 000 $4, 000, 000 
EES GING ca cad vothenchbavndchuesdinanane 1, 100, 000 1, 000, 000 
Nc. c cmd daaakainkeahdadwessaaeney 5, 197, 000 5, 000, 000 











The Committee has made a general reduction of $197,000 in the 
budget estimate of $5,197,000. The amount recommended is in 
addition to $10,068,000 contained in the regular bill and should provide 
for a greatly expanded level of operations. 
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CHAPTER XII 
SUBCOMMITTEE 


W. F. NORRELL, Arkansas, Chairman 
MIOHAEL J. KIRWAN, Ohio 


WALT HORAN, Washington 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 


LEGISLATIVE BRANCH 


This chapter carries funds for the usual gratuity payment to the 
beneficiary of a deceased member of the House of Representatives. 

In addition, a supplemental item for the at, sme Expenses of 
the House (Miscellaneous Items) is included for fiscal year 1956 in the 


amount of $100,000 which, together with previous appropriations will 
make a total of $965,000 available for the 1956 fiscal year. 
70 
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CHAPTER XIII 
CLAIMS, AUDITED CLAIMS, AND JUDGMENTS 


The Committee recommends, in section 1301, the full amount of 
$2,683,396 contained in House Document Numbered 426 to cover 
claims for damages, audited claims, and judgments rendered against 
the United States. Of this amount, $2,049,310 represents judgments 
of the Court of Claims and the United States district courts. The 
amount provided for claims is $634,086. 

Section 1302 contains language establishing a permanent indefinite 
appropriation for the payment of judgments (not in excess of $100,000 
each). This recommendation will permit a simplification of the pay- 
ment procedure, will provide uniformity in interest computation, and 
will serve to reduce the total amount of interest paid by the govern- 
ment. The language incorporated in the bill bears the approval in 
principle of the Bureau of the Budget, the General Accounting Office, 
and the Department of Justice, and should serve to alleviate objec- 
tions to a slightly different provision which was rejected by the Con- 
gress in final consideration of the Supplemental Appropriation Act, 
1954. 

Hearings before the General Government Matters Subcommittee of 
the Committee indicated that this procedure would satisfy approxi- 
mately 98 percent of the judgments rendered. The remaining 2 per- 
cent, being for amounts in excess of $100,000, and all claims for dam- 
ages and audited claims will continue to be handled as at present. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are rc -ommended: 
On page 3, line 1, in connection with Coast and Geodetic survey: 


Not to exceed $10,000 of the funds appropriated under this 
head for the fiscal year 1957 shall be available during the 
calendar year 1957 for expenses of appropriate activities com- 
memorating the one hundred and fiftieth anniversary of the 
establishment of the Coast and Geodetic Survey. 


On page 4, line 6, in connection with Bureau of Public Roads: 


Provided, That the unexpended balance of the appropriation 
granted under this head in the Second Supplemental Appropria- 
tion Act, 1955, is hereby merged with this appropriation: 
Provided further, That this paragraph shall be effective only 
upon the final consummation of agreements for the maintenance 
and operation of the bridge and approaches by the States of 
Virginia and Maryland. 


_ On page 9, line 1, in connection with General Provisions, Military 
Construction: 


Src. 306. Appropriations to the military departments for 
construction may be charged for the cost of administration, 
72 
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supervision and inspection of family housing authorized - 
suant to title IV of the Act of August 11, 1955 (Public Ten 
345), in an amount not to exceed three and one-half per 
centum of the cost of each such project: Provided, That such 
appropriations shall be reimbursed from the proceeds of any 
mortgage executed on each such project. 

Sec. 307. Any limitations contained in the Department 
of Defense Appropriation Act, 1957, on the unit cost of con- 
struction of family — shall not be applicable to (a) forty- 
seven units of family quarters at the United States Air Force 
Academy, the individual cost of which shall not exceed the 
following limitations: $75,000 on one unit for the superin- 
tendent; $50,000 on two units for the deans; and $30,000 on 
forty-four units for department heads, and (b) $31,500 on 
three units for the Deputy Chiefs of Naval Operations to be 
rigs gg at the United States Naval Observatory, Washing- 
ton, D.C. 


On page 10, line 4, in connection with General Provisions, Military 
Construction: 
Sec. 309. No funds appropriated for military construction 
shall be made available to the respective military departments 
in a manner so as to restrict the application of funds to any 
specific project or installation. 


On page 14, line 15, in connection with Export-Import Bank of 
Washington: 


and not to exceed $9,000 for entertainment allowances for 
members of the board of directors when specifically authorized 
by the chairman of the board: 


On page 16, line 11, in connection with General Services Adminis- 
tration, Acquisition of Land, District of Columbia: 


Provided, That the Administrator of General Services is 
authorized to exchange the same or a part thereof for any other 
land in said square on such terms and conditions as the Ad- 
ministrator may determine. 


On page 17, line 19, in connection with National Science Founda- 
tion: 

Not to exceed $500,000 of the funds transferred from the 
Federal Facilities Corporation to the National Science Founda- 
tion for support of the Government's synthetic rubber research 
program, including funds from operations of the Government 
laboratories at Akron, Ohio, which are unobligated on June 30, 
1956, shall remain available until June 30, 1957, for necessary 
expenses of terminating operations of the Government labora- 
tories and concluding the research responsibilities transferred 
from the Federal Facilities Corporation to the Foundation. 


On page 19, line 6, in connection with District of Columbia Audi- 
torium Commission: 


to be available from October 25, 1955, and to be expended on the 
authority or approval of the Chairman of the District of Colum- 
bia Auditorium Commission, 


90015°—57 H. Rept., 84-2, vol. 466 
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On page 24, line 5, in connection with Public Schools, District of 
Columbia: 


for increased salaries for teachers and officers in the evening 
and summer schools and for ee. diem educational employees 
€ 


in the regular day schools, to be effective on and after July 1, 
1955, $155,000: 


On _ page 25, line 10, in connection with National Guard, District 
of Columbia: 


including compensation to the commanding general at not to 
exceed $7,500 per annum, $7,500. 

The appropriation for the National Guard contained in the 
District of Columbia Appropriation Act, 1956, shall be avail- 
able for the payment, beginning January 1, 1956, of compensa- 
tion to the commanding general at not to exceed $7,500 per 
annum. 


On page 28, line 7, in connection with Capital Outlay, Public 
Building Construction, District of Columbia: 


The Commissioners are authorized to construct on land 
owned by the District of Columbia at the Lorton Reformatory 
a warehouse building for the storage of materials at a cost of 
not to exceed $35,000, to be paid from the permanent revolving 
fund created by the Act of July 9, 1946 (60 Stat. 514). 


On page 31, line 18, in connection with Claims, Audited Claims and 
Judgments: 


There are appropriated, out of any money in the Treasury 
not otherwise appropriated, and out of the postal revenues, 
respectively, such sums as may hereafter be necessary for the 
te Sm not otherwise provided for, as certified by the Comp- 
troller General, of judgments (not in excess of $100,000 in any 
one case) rendered the District Courts and the Court o 
Claims against the United States which have become final, 
together unth such interest and costs as may be specified in such 
jgudgments or otherwise authorized by law: Provided, That, when- 
ever @ judgment of a District Court to which the provisions of 
subsection 2411 (6) of title 28, United States Code apply, 1s 
payable from this appropriation, interest shall be paid thereon 
only when such judgment becomes final after review on appeal or 
petition by the United States, and then only from the date of the 
filing of the transcript thereof in the General Accounting Office 
to the date of the mandate of affirmance (except that in cases 
reviewed by the Supreme Court interest shall not be allowed 
beyond the term of the Court at which the judgment was affirmed) : 
Provided further, That whenever a judgment rendered by 
Court of Claims is payable from this appropriation, interest 
payable thereon in accordance with subsection 2516 (b) of title 
28, United States Code, shall be =o “ape from the date yf the 
filing of the transcript thereof in the General Accounting : 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2639 





AUTHORIZING THE CONSTRUCTION, REPAIR, AND PRESERVA- 
TION OF CERTAIN PUBLIC WORKS ON RIVERS AND HARBORS 
FOR NAVIGATION, FLOOD CONTROL, AND FOR OTHER PURPOSES 





Juty 7, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bucktey, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 12080] 


GENERAL STATEMENT 


The Committee on Public Works, to whom was referred the bill 
(H. R. 12080) authorizing the construction, repair, and preservation 
of certain public works on rivers and harbors for navigation, flood 
control, and for other purposes, having considered the same, report 
gavage thereon without amendment, and recommend that the bill 

0 pass. 

It has been 2 years since an omnibus river and harbor and flood- 
control law has been enacted by the Congress and during that time 
a number of project reports have been submitted by the Corps of 
Engineers to this committee. These reports deserve early action 
because of the importance and urgency of the problems involved. 
In addition a number of major river basin authorizations have been 
reduced by appropriations to a point where additional monetary 
authorizations are needed to carry on the comprehensive plans for 
flood control, navigation, and other purposes as originally approved 
by Congress. Finally, several matters concerning general legisla- 
tion and modifications, of previous project authorizations brought 
about by changed conditions have required consideration of this 
committee. The committee feels, therefore, that the time is appro- 

riate to report a new omnibus bill and that a delay in enacting this 
egislation would have unfortunate results in the retardation of 
projects which are urgently needed for the protection of lives and 
property, for the improvement of the Nation’s waterways, and for 
the general enhancement of the national economy. 
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The River and Harbor and Flood Control Subcommittees of the 
Committee on Public Works have held extensive hearings on all mat- 
ters contained in the bill. Hearings began on May 1 and continued 
through the month of June. Testimony was heard on individual 
projects, een modifications, survey investigations, and many other 
matters, including the need for increasing the monetary ceilings in 
many of the authorized comprehensive river basin plans. During this 
period, public hearings were held on more than 29 river and harbor 

rojects, 7 beach erosion projects, and 37 flood-control projects. 
Pacies these hearings all witnesses who so desired have had oppor- 
tunities to be heard. Testimony has been secured from the Corps of 
Engineers on all items contained in the bill. An opening statement of 
the Chief of Engineers, Lt. Gen. S. D. Sturgis, Jr., was presented at 
the beginning of hearings before the Flood Control Subcommittee and 
a similar statement at the beginning of hearings before the River and 
Harbor Subcommittee. Both subcommittees have had numerous 
executive sessions and have thoroughly discussed the items in the 
bill, all of which have practically the unanimous support of the mem- 
bers of the subcommittees concerned. The full committee has met in 
executive sessions and has given the items in the bill the same general 
unanimity of support. 

The total amount of monetary authorization specifically set forth 
in this bill, broken down by major items, is indicated in the following 
tabulation. 

Monetary summary of bill (cost of new work) 


Title I—Rivers and harbors: 











Sec. 101: 

Navigation prajeete ia ot 4 wind shh 6 250 ~e $58, 087, 000 
Beach-Orosion :PrOjeete ws ae ke. Se cha wecee Jnksuaecs 5, 270, 000 
See. 104: Eradication of water hyacinths...........---.-- 5, 063, 000 
See: 107: Donet Fox Bivet. Wi cnn ccumsswesccceneveee 300, 000 
Sec. 108: Calumet-Sag ah ort HO See i i. 9, 884, 000 
Sec. 109: Illinois and Mississippi Canal_..............-.- 2, 000, 000 
Gat) Ca Tos ik eas Sess shatintedaaareterinn toned deine omnon 80, 604, 000 
Title II—Flood control: . 

Sec. 203: 
New projects or project modifications. ..............-. 181, 522, 000 
Increased basin authorizations. _........-..-..----.-.- 592, 300, 000 
Lower Mississippi River Basin.............----..... 1289, 445, 000 
Sec. 207: Missouri River Basin, Department of Interior.... 200, 000, 000 
Total, tid Bis oiiiid < cacndesinengesatans oho suns nenen ~ 1, 263, 267, 000 
OEE, LOY RGR ea PS ete RR ae porate pmnken Seinges Be 1, 343, 871, 000 


1 Includes $547,000 for Bayou Chevreuil, La., and $1,932,000 for Wolf River, Tenn., which are carried 
under “Flood control, general” and not under the Alluvial Valley project for the lower Mississippi River. 

The committee desires to point out that the last item in the pre- 
ceding tabulation represents an increase in the Department of the Inte- 
rior’s Missouri River Basin authorization which has been customarily 
carried in flood-control acts since the approval of the plan in the 
Flood Control Act of 1944. It represents the counterpart of the 
increase authorized for the Corps of Engineers which is also included 
in this bill. 

As a comparison with previous major bills there is given below a 
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tabulation showing the totals for those since 1944 rounded to the 
nearest million dollars: 


Selo 
ollars 

Combined Flood Control Act of 1944 and River and Harbor Act of 1945. 1, 332 
Flood Control and River and Harbor Act of 1946.............-..--.--- 1, 293 
Flood Control and River and Harbor Act of 1950_..........--.---.--.. 1, 454 
Flood Control and River and Harbor Act of 1954_......_-..-----.----- 1, 052 
Proposed Flood Control and River and Harbor Act of 1956_.....-.----- 1, 144 


The figure for the 1956 bill in the preceding tabulation excludes for 
comparative purposes the $200 million increased authorization for the 
Department of the Interior in the Missouri River Basin since the 
amounts shown for the other acts cited include only the total amounts 
applicable to flood control, navigation and related purposes generally 
under the jurisdiction of the Corps of Engineers. 

The estimated cost of the projects and other items reported in this 
bill are generally based upon prices current this year, and therefore 
they differ in most cases from the amounts in the project documents, 
depending upon the date of the studies which form the basis of the 
documents and the price increase since that time. 

The records of hearings referred to on the projects in this bill are 
available to the Congress and to the public. 

This report contains a description of all the projects and modifica- 
tions separated into two general categories: ‘Title I: Rivers and 
Harbors’; ‘Title Il: Flood Control.” A general statement precedes 
the subject matter under each of the titles. 


TITLE I—RIVERS AND HARBORS 


The committee feels that it would be appropriate to make a brief 
statement on the general status of the navigation program before 
discussing the projects in this title. The improvement of our harbors, 
rivers, and canalized waterways and for the protection of our shores 
has kept pace with the civil-works program in general since the last 
omnibus bill. This work constitutes the oldest segment of the civil- 
works program. Included in it are 2,300 projects with an estimated 
cost of $4.3 billion. Appropriations through fiscal year 1956 for this 
phase have totaled $1.9 billion leaving $2.4 billion to complete the 
authorized navigation work. If the multiple-purpose projects which 
serve never tes purposes are added, the total estimated cost of the 
active authorized navigation program becomes $6.5 billion of which 
$2.8 billion has been appropriated through the fiscal year 1956. In 
addition about $1.5 billion has been appropriated by the Congress 
through the fiscal year 1956 for the maintenance and operation of these 
improvements. With respect to the geographical distribution of the 
funds appropriated, about 50 percent has been for the inland and intra- 
coastal waterways, about 40 percent for the seacoast harbors, and 
about 10 percent for the Great Lakes. 

The coastal harbors of the United States have been improved under 
this program to meet the demands of modern, deep-draft, oceangoing 
commerce. Channel depths of 35 feet prevail in harbors on the 
Atlantic seaboard and gulf coast and range up to 45 feet in depth as 
in New York harbor. On the west coast harbors and channels from 


30 to 40 feet are generally available. There are 20 coastal ports 
which handle 10 million tons or more of cargo annually. For major 
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coastal harbors the cost of the Federal improvements including 
maintenance and operation averages less than 4 cents per ton of 
cargo handled. 

he improved connecting channels of the Great Lakes constitute 
the most important waterways system in this country and perhaps in 
the world, an importance which will be greatly augmented be the St. 
Lawrence seaway now under construction. These harbors and im- 
proved channels provide the basic transportation system for the indus- 
trial Midwest. At the present time, depths of 21 feet are controlling 
generally for the Great Lakes harbors and connecting channels. Eleven 
harbors on the Great Lakes now handle 10 million tons or more an- 
nually of the commodities that move over this waterway, and in 1954, 
a total of 91.2 billion ton-miles of cargo was handled on this system. 
The cost of Federal improvements of major Great Lakes ports aver- 
ages about 1% cents per ton of cargo handled. 

The inland and intracoastal waterways which have been improved 
by the Federal Government have a total length of over 28,000 miles. 
Much of this length, however, represents shallow-draft channels im- 
proved many years ago which are no longer of material importance 
to commercial navigation. About 80 percent of modern waterborne 
commerce is carried on 12 waterways with an aggregate length of 
5,800 miles. These include such waterways as the Gulf Intracoastal 
and the lower Mississippi River with its extension up the Ohio to 
the Pittsburgh area and up the Illinois River to the Great Lakes 
system at Chicago. In 1954, traffic on our inland and Intracoastal 

aterway system totaled 82.5 billion ton-miles. These waterways 
and the improved barges, tow boats, and other equipment of modern 
waterway operators, carry commodities of all kinds ranging from crude 
petroleum to finished automobiles. One modern tank barge will 
carry almost as much as 100 tank cars normally used in rail traffic. 
Estimates show that savings in transportation costs which are passed 
along to the public have been very great and that the system of 
inland and intracoastal waterways is returning in such benefits about 
$3 for every Federal dollar expended. 

The program for beach erosion prevention and shore protection is 
relatively new in comparison to the navigation program. Federal 
interest stems back to 1930 when the Beach Erosion Board was estab- 
lished and authorized to make studies of this nature in cooperation 
with the States and other governmental bodies. Half of the costs of 
these studies is contributed by the sponsoring agency and half by the 
Federal Government. The scope of the studies as originally author- 
ized was expanded by legislation after 1930 and finally in 1946 the 
Federal Government undertook to participate in the construction of 
the actual works for the protection of shores. Since the program is 
in its infancy, there are only 45 projects authorized by Congress and 
only 11 of these have had construction appropriations. The total 
Federal cost is about $15.7 million of which about $3.7 million has 
been appropriated to date leaving a balance of $12 million to complete. 

The multiple-purpose projects, which are those having 2 or more 
primary functions, are included in the active authorized program of 
the Corps of Engineers under 2 headings; those relating primarily to 
navigation and those relating primarily to flood control. The active 
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multiple-purpose program which may be classed in the first any 
consists of 23 projects which have a total cost of $2.2 billion. The 
total appropriation to date is $0.9 billion leaving $1.3 billion to com- 


plete. 


Following is an analysis of title I by sections: 


Section 101 


This section contains the actual project authorizations or modifica- 
tions of existing authorizations which are shown in the following tabu- 
lation together with their identifying document numbers and esti- 
mated costs. The preamble in this section is the same as that which 
has been carried in previous River and Harbor Acts and concerns 
procedures for submitting reports to the interested States and Federal 


agencies prior to submission to Congress 


Following the tabulation is a description of the individual projects. 



























































NAVIGATION 
Federal 
Project Document No.! cost of 
new work 
Salem Harbor, Mass. H.—-, 84th Cong-...} $1, 100, 000 
ae ee ee PE. Sea Oe H. 349, 84th Cong... 
New York Harbor, Wt Mi ibabinceniidnddnink danmeseinlestaeneiiadnsakerha 8. 45, 84th Cong___.. 1, 678, 
Baltimore Harbor and channels, Maryland............................ H, —, 84th Cong...| 25, 816,000 
REE ISIS SCL SE Rs SRSA RT H. 159, 84th Cong... , 000 
Betterton Harbor, Md... _-_- Po eSB GAS NNER NITE H. 333, 84th Cong... 78, 000 
Morehead City Harbor, N. G...-.-....-....-------------2-s-2--2----- 8. 54, $4th Cong.__- 1, 197, 000 
E Fila. .—-, Sth Cong... , 000 
Gulfport Har 8. 123, 84th Cong....}............ 
Pass Ca . 131, 84th Cong--- 413, 000 
Matagorda ship channel, Port Lavaca, Tex_.................-.....--.- H. 388, 84th Cong...| 9, 944, 000 
PIT NEE: PUES £4 dun nda dluc ch cnwckdésonscnessecessnmeatonroec H. 433, 84th Cong_-- 317, 000 
Mississippi River between Missouri River and Minneapolis, Minn., | H. 135, 84th Cong...} 2, 476, 000 
damage to levee and Grainegp districts. 
Mississippi River at Alton, Ill., commercial harbor_................... H. 136, 84th Cong... 246, 000 
Mississippi River at Alton, IlJ., small-boat harbor_...... H. 136, 84th Cong-.- 101, 000 
Mississippi River at Clinton, Iowa, Beaver Slough H, 345, 84th Cong... 241, 000 
Mississippi River at Clinton, Iowa — on damages H. 412, 84th Cong... 147, 000 
Mississippi River between St. Lou 0., and jock and dam No. 26...| H. —, 84th Cong...| 5, 802, 000 
IR TINT OB cccuiinadmneninanadhndepehcoteubebectn H. —, 84th Cong...| 2, 539, 000 
Ohio River at Gallipolis, Ohio...................2-22--.--2 2 eon nse. H. 423, 84th Cong... 66, 000 
Licktog PRE enn dnaenbemeedenspesbbceesrinagewes -| H. 484, 84th Cong.../.........-.- 
I Oe nas dd or ntuasanShoneieenucaeenls H. 362, 84th Cong... 66, 000 
RINE RE GIN DODO cic cinnnccccnanccocecesdicunsinussnscenesus 8. 05, 84th Cong. ...]....«.....-. 
Toledo Harbor, Ohio......... H. 436, 84th Cong... 859, 000 
Irondequoit Bay, N. Y........-.-........--.-. ie H. 332, 84th Cong...| 1, 938, 000 
Port Townsend Harbor, WEN Atwakbdnodiigedarbadseneciddadsenceinne H. 418, 84th Cong... 387, 000 
Douglas and Juneau Harbors, Alaska_..................-.......-...-.- H., 286, 84th Cong...| 1, 394, 000 
OEE A ATER H. 390, 84th Cong... 372, 000 
Es DEIN itis iestt eeeee sdieminntetine nmeitncndaiaannanenee H. 390, 84th Cong... 19, 000 
Total 58, 087, 000 
BEACH EROSION 
State of Connecticut, area 9, East River to New Haven Harbor-......- H. 395, 84th Cong... $12, 000 
Fire Island pales, Teng MINS Wadccicnnnnnnsccrcduspusegibhiat .-| H. 411, 84th Cong...| 2, 724, 000 
Asbury Park to Manasquan, N. J H. 361, 84th Cong..-| 1, 677, 000 
Manitowoc County, Wis........-- ‘ H. 348, 84th Cong... 50, 000 
Fair Haven Beach State Park, N. ¥ H. 134, 84th Cong... 114, 000 
Hamlin Beach State H, 138, 84th Cong... 404, 000 
8an Diego County, Calif. mn H, 309, 84th Cong... 289, 000 
Total 5, 270, 000 
—==——————=~_=_= 
Grand total, section 101 63, 357, 000 














' H. indicates House document. 8. indicates Senate document. 
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SALEM HARBOR, MASS. 
(Board of Engineers for Rivers and Harbors report, June 19, 1956) 


Location.—Salem Harbor is located about 12 miles northeast of 
Boston Harbor, Mass., and 11 miles southwest of Cape Ann. It is 
the largest of the four harbors, namely Manchester, Beverly, Salem, 
and Marblehead, located in Massachusetts Bay. 

Report authorized by.—House Committee on Public Works resolution 
adopted June 17, 1948. 

Existing project.—Provides for a channel 25 feet deep in the main 
harbor, 300 feet wide; from that depth in the outer harbor to within 
1,500 feet of the Salem Terminal wharf; removal of a shoal near 
Abbot Rock Beacon to a depth of 25 feet; a channel into South 
River 10 feet deep to Pickering wharf with widths ranging from 
300 feet in the harbor proper to 90 feet at Pickering wharf; and a 
branch channel on the east side of Derby wharf 8 feet deep, 100 feet 
wide and about 700 feet long, widening to a basin of the same depth 
200 feet wide and 500 feet long. 

Plan of recommended improvement.—Provides for a channel 32 feet 
deep from the outer harbor, generally 300 feet wide and extending a 
distance of about 1.5 miles to the limit of the existing 25-foot channel 
about 1,500 feet off the Salem Terminal wharf; and for the removal 
of Mann Rock to a depth of 32 feet. 


Estimated cost.— 





Federal Non-Federal Total 








ADE OAS CIN caren ete cennbonccinacesebcssecwscensase $1, 100, 000 1 $455, 000 $1, 555, 000 











1 Cost for approach channel and berths; improved wharf facilities and altering submarine sewer line. 


Local cooperation.—Provide and maintain a terminal approach 
channel, maneuvering area and berthing area of equivalent depth; 
furnish all lands, easements, and rights-of-way, and hold and save the 
United States free from all damages due to construction and mainte- 
nance. 

Project economics.—1956 price levels: 


BORE CURRIN SE BE, i doo ce ween et nin le ninth omni hails Sohail $63, 300 
Breen een. os ee ey le eieercherasivaen wa SEE Oe $103, 600 
Dee TOO. os ecb koh Sat Sacto occ bedenad ose one 1. 6 


Remarks.—There is a need for an improved channel to provide an 
adequate waterway for modern coal and oil carriers. The estimated 
annual benefits are sufficient to justify expenditure of the necessary 
funds. The committee notes that local interests are expending a 
large sum for harbor facilities. ° 


BOSTON HARBOR, MASS. 


(H. Doc. 349, 84th Cong.) 


Location.—Reserved Channel is an arm of the Port of Boston, 
Mass., on the Atlantic seaboard, and extends westerly about 1.5 miles 
from the main ship channel. 

Report authorized by —House Committee on Public Works resolu- 
tion, April 21, 1953. 





~~ Ce a. oa eS * eee. 
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Existing project—Provides for a 30-foot channel, 300 feet wide from 
the main ship channel to a point 250 feet easterly of the L Street 
Bridge. The improvement was completed in 1941. 

Plan of recommended improvement.—Provides for deepening Re- 
served Channel to 35 feet at mean low water, 430 feet wide from the 
40-foot main ship channel to a point 250 feet east of the L Street 
Bridge. 

Estimated cost.— 





Federal Non-Federal Total 














PGE COMIN (IBN E oi nosis ccc cdcncciintocdounecudansianse $675, 000 None $675, 000 
CUP SIGNED TID. snncewisoqecheidapersagncessananawuony 720, 000 None 720, 000 





Local cooperation.—Furnish all lands, easements and rights-of-way, 
and hold and save the United States free from all damages due to 
construction and maintenance. 

Project economics.— 














Project 
document Current 
I Sati sits a nin cen hintnbiadiabehoreketimieaieobeascigkainn $27, 000 $28, 800 
Annual benefits: elimination of tidal delays...... $75, 000 $84, 700 
NN OED cin.incnctsccchincncgegibinusigiidtapeeine deihasivaeeninemaieanip-ouninbaiaditinee dates 28 2.9 














Remarks.—There is a need for a deeper and wider channel to ac- 
commodate modern vessels. The cost of the project is well justified 
by the indicated benefit-cost ratio of 2.9 to 1.0. 


NEW YORK HARBOR, ENTRANCE CHANNELS AND ANCHORAGE AREAS 
(S. Doc. 45, 84th Cong.) 


Location.—Upper and Lower Bays, New York Harbor, N. Y. 

Report authorized by—Senate Committee on Public Works resolu- 
tion, June 9, 1948. 

Existing project.—Provides, among other features, for Ambrose and 
Anchorage Channels, 45 feet — and 2,000 feet wide from the ocean 
to Upper New York Bay; Bayside-Gedney Channels, 35 feet deep and 
800 feet wide from the ocean to the junction with Main Ship and 
New York and New Jersey Channels; and Main Ship Channel, 30 
feet deep and 1,000 feet wide in Lower New York Bay. 

Plan y recommended improvement.—Provides for a channel 35 feet 
deep and 800 feet wide from the Atlantic Ocean to an intersection with 
Bayside-Gedney Channel. The proposed channel would replace that 

rtion of Bayside-Gedney Channel situated east of the recommended 
improvement. 

Estimated cost.— 





Federal Non-Federal Total 





Project document (February 1953).................-...------- $1, 580, 000 
TENORS CUUREUEEY IDOE) 50. nsdn ccd cna cecdscanmasaccesueceus 1, 678, 000 
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Local cooperation.—None required. 
Project economics.— 














Current 
document 

MEO OROTIN i . 3 Ein wis es Sli dain ete Ceciewdnedddendcevvbdtuesds $77, 700 $82, 500 
Annual benefits: 

Ee CUE Sc ddvnesnocdoshenbcsastescsecsouasabeqnos 69, 100 76, 500 

PERRO UE CURIE inci cicc.conecdsinndhcssdebbnnphedenntarnigenandas 45, 400 50, 300 

NO aha cin aah hacen priv eeipeedaienimnininadeimmecmabibieutaaun 114, 500 126, 800 

eget ok i SRL & 8 SaaS RR LE nem aes 1.47 1. 54 











Remarks.—The committee notes that the improvement recom- 
mended by the Chief of Engineers would eliminate a hazard to naviga- 
tion in lower New York Bay and provide additional transportation 
saving in this important port. 


BALTIMORE HARBOR AND CHANNELS, MARYLAND AND VIRGINIA 
(Division Engineer’s report, June 15, 1956) 


Location.—Chesapeake Bay, Md. and Va. 

Report authorized by— House Committee on Public Works resolu- 
tion, August 17, 1949. 

Existing project.— Provides among other features for a continuous 
channel about 173 miles in length, 39 feet in depth, and varying from 
1,000 to 600 feet in width from the mouth of Chesapeake Bay to 
Baltimore; a connecting channel 27 feet in depth and 400 feet wide 
to the Chesapeake aa tannins Canal; and channels in Curtis Bay, 
Ferry Bar, and Northwest Branch in Baltimore Harbor. 

Plan of recommended improvement.— Provides for a channel 41 feet 
in depth over the existing 39-foot waterway with a realinement at 
Rappahannock Shoal and inereases in width from 600 to 800 feet 
in those sections applicable; increased depth in the connecting channel 
to the Chesapeake and Delaware Canal to 35 feet and width of 600 
feet; and increased depths in certain branch channels to 41 feet. 
The recommendation also provides that, when local interests dredge 
certain areas of the Northwest Branch to 39 feet, they will be main- 
tained by the Federal Government. 

Estimated cost.— 





Federal /| Non-Federal Total 





Report of division engineer (June 15, 1956)............-.-....- $25, 816, 000 $2, 630, 900 $28, 446, 900 














Local cooperation.—F urnishl ands, easements and rights-of-way, and 
spoil disposal areas; hold and save the United States from claims 
for damages including possible damages to oyster beds; accomplish 
alterations as required to sewer, water, and utility lines. 

Project economics.—Report: 

Annual CRATER .<0- cn nennecennwanswechllscsccsbuconeaseesanneee 


UA? DOED:. «.« cnamuknduechansanacckasuwebudcenesduaamianemn 
Benefit-cost ratio 
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HERRING CREEK, MD. 
(H. Doc. 159, 84th Cong.) 


Location.—Herring Creek is located in St. Mary’s County, Md., 
on the left bank of the Potomac River, 16 miles upstream from 
Chesapeake Bay and 92 miles by water southeast of Washington, D.C. 

os ah authorized by—House Public Works Committee resolution 
dated August 8, 1949. 

Existing project.—None. 

Plan of recommended improvement.—Provides for an entrance 
channel 6 feet deep, 60 feet wide and 1,630 feet long from the Potomac 
River into Herring Creek with a turning basin adjacent to the proposed 
public wharf. Stone jetties to be constructed on each side of the 
entrance channel. 




















Estimated cost.— 
Federal Non- Federal Total 
Project document (1953) - . $97, 308 $15, 400 $112, 700 
Current (January 1956) .. 110, 000 17, 800 127, 800 








Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas; hold and save the United States free from claims 
for damages; construct and maintain a public wharf, landing area and 
access road; and contribute in cash an amount equivalent to 3.6 
percent of the first cost of the improvement, presently estimated at 
$4,100. 

Project economics.— 












































P pg Current 
Annual charges a $8, 990 $10, 290 
Annual benefits: 
Benefits to pleasure craft... 2, 900 2, 900 
‘Transportation savings 280 220 
Elimination of damages... -. se 1, 920 2, 300 
Value of i d catch. * 3, 000 3, 550 
Elimination of spoilage ....- i 2, 700 2, 430 
Total 10, 800 11, 460 
Benefit-cost ratio. 1.20 Lil 














BETTERTON HARBOR, KENT COUNTY, MD, 
(H. Doc. 333, 84th Cong.) 


Location.—Betterton is on the east side of Chesapeake Bay where 
the Sassafras River, a tidal estuary, joins the bay. It is about 18 
miles by water south of Chesapeake City, the western entrance to the 
Chesapeake and Delaware Canal, and about 35 miles by water northeast 
of Baltimore, Md. 

Report authorized by.—River and Harbor Act of July 24, 1946. 

Existing project.—None. 

Plan of recommended improvement.—Provides for an anchorage 
basin 7 feet deep, 200 feet wide, and 500 feet long in Gut Marsh 
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approximately 0.5 mile east of the amusement pier at Betterton, and 

an approach channel 7 feet deep and 100 feet wide, from that depth in 

the Sassafras River, with jetty protection on the west side. 
Estimated cost.— 





Federal Non-Federal Total 














Report (June 1954) (same as current prices). ..............-..- $78, 000 $6, 700 $84, 700 





Local cooperation.—Local interests are required to furnish without 
cost to the United States all rights-of-way-and spoil disposal areas; 
hold and save the United States free from all damages resulting from 
construction and maintenance of the project; provide without cost 
to the United States a bulkheaded tare landing open to all on 
equal terms and an adequate approach road thereto. 

Project economics.—(Report price levels same as current prices): 


Report 





ARGO CUMLNOE 0 oben cancknce dun thacdkcukenhwubuneeneten eure $4, 930 
Annual benefits: oh 
eR Ri AR RO es ss mmaprn ume aiam aaa 2, 400 

Seay Fines CP CNTA Gets OI oo are ee Che eenewewcscue 600 
sucrose th fw promucmetisn. | Soc Loc a wd 10, 500 
Pewettionnl hentitie. ssi Si ss, SEG RU Rh ee 2, 000 
oS EPR arc a BS EES SE NE PETER BLN 15, 500 
Devent-Sose Maes oe See A Se bb cs tk 3. 4 


MOREHEAD CITY HARBOR, N. C, 
(S. Doc. 54, 84th Cong.) 


Location.—Morehead City Harbor, N. C., is on Bogue Sound at 
the mouth of Newport River, about 3 miles inside Beaufort Inlet. 

Report authorized by—Senate Committee on Public Works resolu- 
tion, July 1, 1949. 

Existing project—Provides for a channel 30 feet deep and 400 feet 
wide across the ocean bar at Beaufort Inlet, thence the same depth 
and 300 feet wide to the marine terminals at Morehead City, enlarged 
to 600 feet to form a turning basin at that point; for a channel 12 feet 
deep and 100 feet wide from the 30-foot channel to 6th Street, thence 
same depth and 200 to 400 feet wide to 10th Street, thence 6 feet deep 
and 75 feet wide to deep water in Bogue Sound, The project was 
completed in 1936. 

Plan of recommended improvement.—Provides for a bar channel 35 
feet. deep and 400 feet wide, increased to 600 feet at the bend; thence 
an inner channel 35 feet deep and 300 feet wide, realined to maintain 
or decrease the slope of the underwater bank along the northeasterly 
shore of Fort Macon Point; and an enlarged turning basin deepened 
to 35 feet, to be obtained by lengthening the westerly leg about 800 
feet and widening the throat and easterly leg with the boundaries 
to be not closer than 50 feet to any bulkhead, wharf or pier. 
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Estimated cost.—(Report price levels same as current prices): 





Federal Non-Federal Total 














Project document.............-...... --| $1, 197, 000 $2, 000 $1, 199, 000 











Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas without cost to United States; hold and save the 

nited States free from damages; and provide terminal and transfer 
facilities. 

Project economics.—(Report price levels same as current prices): 


Project document 
Amant Onateeee 7 00s a3 A - Ss his $52, 765 
Annual benefits: Transportation savings_....................-.--.-. $97, 400 
pe SE ET SAS oe RR SERS Pe en eS AER, 1. 84 


ESCAMBIA RIVER, FLA. 
(Division engineer’s report, May 4, 1956) 


Location.—The location of the improvement is on the lower Escam- 
bia River and Escambia Bay, near Pensacola, Fla. 

Report authorized by—House Public Works Committee resolution 
adopted June 29, 1955. 

Existing project—Channel 5% feet deep and 150 feet wide through 
the bar at the mouth of the river; a channel about 5 feet deep in 
Escambia River to the Florida State line at mile 56, to be obtained by 
removal of obstructions and by construction of dikes, wing dams, and 
shore protective works; improvement at the river channel from the 
Florida State line to the mouth of Patsaliga Creek at mile 147, by 
removal of snags, closing cutoffs, and constructing wing dams. 

Plan of recommended improvement.—N avigation channel 10 feet deep 
and 100 feet wide, from the 10-foot depth in Escambia Bay to the 
mouth of the Escambia River, a distance of about 5% miles, thence 
up the Escambia River to a point about 7 miles above the mouth of 
the river. 

Estimated cost.—(January 1956 prices): 


SR CII i aad ac os nisin 5a ty Soaegs ws a eR tari cap poe bath nig ts wa ae cece aca 136, 000 


Local cooperation.—Furnish rights-of-way and spoil disposal areas; 
provide necessary basins, slips, and connecting channels; hold and save 
the United States free from damages. 

Project economics.—(January 1956 prices): 


Annual charges: 


Watts) isd snd dnceidd epi inetoR dnd ene deme coder} <hevis $33, 100 
BO EPS ar Ge ES Sh GEE. SNA ae ene, Pere 14, 600 
BOOS LiL acs bipapapucdaapiusne puch aseebaptouseruuses ans 47, 700 
Annual benefits: 
Savings in transportation costs........---..-..--.----.-------- 269, 900 
Se Or NS ds Connie pmb taeamniton a mae quit bom a ons 2 
Pets PAs) coal tk eee ae i a nti, 272, 400 


Benefit-cost ratio.................-- 


pics skid Seals ghinanhann mncemeeiints 5. 7 


90015°—57 H. Rept., 84-2, vol. 4—— 67 
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GULFPORT HARBOR, MISS. 
(S. Doc. 123, 84th Cong.) 


Location.—Gulfport Harbor is on Mississippi Sound about midway 
between Mobile, Ala., and New Orleans, La. 

Report authorized by—Senate Committee on Public Works, resolu- 
tion, June 21, 1952. 

Existing project—Provides for a 32- by 300-foot channel about 
8 miles long across Ship Island Bar, and 30- by 220-foot channel 
about 11 miles long through Mississippi Sound, and a depth of 30 
feet in the 1,320- by 2,640-foot anchorage basin at Gulfport. Project 
was completed in 1950. 

Plan of recommended improvement.—Modification of existing Fed- 
eral project to provide, in addition thereto, for maintenance dredging 
of the existing commercial small-boat harbor located westward of the 
deep-draft harbor, about 26 acres in area, and an approach channel, 
100 feet wide and about 4,300 feet long, from deep water in Mississippi 
Sound to the basin, all at a depth of 8 feet. 

Estimated cost.—The project is for maintenance only. The existing 
small-boat harbor and channel, completed in 1952, were constructed 
by local interests at a cost of $550,700. 

Local cooperation.—Provide spoil-disposal areas; hold and save 
United States free from damages; provide and maintain public landing 
with suitable facilities; maintain bulkhead and breakwater; prevent 
unsanitary and unsightly conditions and make all harbor facilities 
available to all on equal terms. 

Project economics.—Current (January 1956) estimate: 




















Annual charges: 
Te ce ies $7, 000 
PE a a scan enaaaken ies Adak oes pant euanedne 1 26, 400 
TOUS Sed ctiictitadln Bish didi. cushehee busieecdelin 33, 400 

Annual benefits: 
III IIIINE TOME oa a ha ad clit ahh tq dena ah eereign nies eae pslarensmasmaaees 12, 000 
Ce inlaries eee. seca led hide kd 3, 000 
Lend enhancement. a << see dss dss Jaden eee arcsec Sais 27, 000 
| EE ae ee ea od Sty bp Mabendhad Pati eee ok bk Rea 42, 000 
TE TUNDR i) aos oe es Bee oes Ores Jack Jouuie 1. 26 


1 Includes charges on initial investment 


CHANNEL FROM PASS CAVALLO TO PORT LAVACA, TEX. 


(H. Doe. 131, 84th Cong.) 


Location.—This is a shallow-draft navigation project located on 
the central Texas coast, about 115 miles southwest of Galveston, Tex. 

Report authorized by.—House Committee on Rivers and Harbors 
resolution, September 10, 1946. 

Existing project.—Provides for a channel 9 feet deep by 100 feet 
wide from Lynns Bayou at Port Lavaca to deep water in Matagorda 
Bay; a branch channel, 9 feet by 100 feet, to and including a harbor 
of refuge, about 1 mile south of Port Lavaca; and a channel, 6 feet 
by 100 feet, from near Port Lavaca via Lavaca Bay, Lavaca and 








Li eR a I i aa ee SRA NUR RA 
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Navidad Rivers to Red Bluff, a distance of about 20 miles. The 
channel from Ma a Bay to Lynns Bayou was completed in 
1939. No work has done on the rest of the project. 

Plan of recommended ee ee for a depth of 12 feet 
and width of 125 feet in the channel from the natural 12-foot depth 
in Matagorda Bay to the locally constructed turning basin at Lynns 
Bayou, and in the authorized channel to the harbor of refuge near 
Port Lavaca. Also provides for a depth of 12 feet in the harbor of 
refuge and locally constructed turning basin and for the Federal 
Government to assume maintenance of the turning basin. 














Estimated cost.— 
Federal Non-Federal Total 
Project document (1955). nei $321, 900 None $321, 900 
Cente CORBEGIS TEE oc cena sepenntionatiintdanueotnnseshonunt 413, 000 None 413, 000 











Local cooperation.—Furnish rights-of-way and spoil disposal areas 
necessary for construction and maintenance; hold and save the United 
States free from all damages; and provide necessary mooring facilities 
in harbor of refuge to which all vessels shall have free and equal 
access during storm periods. 

Project economics.— 


























Project docu- | Current (Jan- 

ment (1955) | uary 1956) 
Annual CRATES... .non2cccpncocecoccecensccqcesecasansesucescopee $29, 570 $32, 770 
An rtati ings 24, 020 31, 460 

ransportation savings........................ ; 

Reduction difficulties and hazards to navigation......................-. 6, 720 8, 800 
Increased capacity of harbor of refuge.......................-.-..-.---.-- 4, 590 5, 420 
Wiicipudscptonstadancmberctnnecbnnece ena lc 35, 330 45, 680 
III DTU ci issn caspnciecsnedeaciauninescimsitiinietieciniinriabiaalageiahins 12 14 














MATAGORDA SHIP CHANNEL 
(H. Doe. 388, 84th Cong.) 


Location.—The recommended Matagorda ship channel would so 
vide deep-draft navigation from the Gulf of Mexico through Pass 
Cavallo, Matagorda and Lavaca Bays to a turning basin at Point 
Comfort, Tex. Pass Cavallo is on the Texas coast, 51 miles northeast 
of Aransas Pass. 
Report authorized by.—River and Harbor Act of July 24, 1946, and 
Senate Committee poe we. Works ge of September 16, — 
Existing project—There is no existing deepwater project from 
Piareaatios Bay to the . The existing Dhallow-dra t project 
“Channel from Pass Cavallo to Port Lavaca, Tex.,” provides for a 
channel, 9 feet deep by 100 feet wide, from Port Lavaca to deep water 
in a Bay;a ea channel, 9 feet by 100 feet, to and includ- 
a harbor of refuge, about 1 mile south of Port Lavaca; and a chan- 
nel, 6 feet by 100 feet, from near Port Lavaca via Lavaca Bay, Lavaca 
and Navidad Rivers to Red Bluff, a distance of about 20 miles. The 
Chief of ineers recommended (H. Doc. No. 131, 84th Cong., Ist 
sess.) a depth of 12 feet and a width of 125 feet in the channel to Port 











UNIVERSITY OF MICHIGAN LIBRARIES | 





14 CERTAIN PUBLIC WORKS ON RIVERS AND HARBORS 


Lavaca and in the channel to the harbor of refuge near Port Lavaca; 
depths of 12 feet in the harbor of refuge and the locally constructed 
turning basin at Port Lavaca; for Federal maintenance of the turning 
basin; and for incorporation of the project into the Gulf Intracoastal 
Waterway project. 
lan of recommended improvement.—Provides for an outer bar and 
jetty channel, 38 feet deep by 300 feet. wide, about 7 miles long, from 
the Gulf of Mexico through Pass Cavallo; an inner channel, 36 Feet by 
200 feet, about 22 miles long, across Matagorda and Lavaca Bays to 
and including a turning basin, 36 feet deep by 1,000 feet square, at 
Point Comfort; and for dual jetties at the entrance into the gulf. 
Also, that the project “Channel from Pass Cavallo to Port Lavaca, 
Tex.” (H. Doc. No. 131, 84th Cong., Ist sess.), be incorporated into 
the esoperes Matagorda ship channel, Texas, and that the recom- 
mendation in House Document No. 131, 84th Congress, Ist session, for 
ag into the Gulf Intracoastal Waterway project be with- 
awn. 
Estimated cost.— 





Federal Non-Federal Total 





Report (current) (January 1956)... $9, 944, 000 $7, 463, 000 $17, 407, 000 

















Local cooperation.—Furnish lands, rights-of-way, and spoil disposal 
areas; make all pipeline alterations; hold and save United States free 
from damages; and make a cash contribution equal to 50 percent of 
the incremental construction cost of the deep-draft channel over the 
estimated cost of the most feasible shallow-draft channel. This 
amount is estimated at $7,280,000. 

Project economics.—Report (current) (January 1956). 





EE SE ond oa eee dlnawewecnnuncmbneeakn ume we $1, 036, 000 
Annual benefits: 
TYAnsOrtation GAVINGIse sc iia Sec ce Givi vewoceccccnenncd 633, 000 
Saving it bending cstttcccccscdcvcnseeviwwcewcencwncenncce 540, 000 
TIE SIREN ORR ii i chime ueate ne coluebacwhviaesame 119, 000 
DR nS vce eusaedesdesguncsuesnanewes 15, 000 
Savings to Ol) Oxy. Veena ook 5 bes ck Go. tw ce eee ecee 15, 600 
es Ot EL, oct c eens anctaneuesndenauwanneme 133, 400 
Ls. chctinehins knudind + caphin ieetlccecsdmeenrcelnande 1, 456, 000 
PPONEE PEs nacanccccncundeerusceanvenetsinliusplendensasee 1.4 


FREEPORT HARBOR, TEX. 
(H. Doe. 433, 84th Cong.) 


Location.—F reeport Harbor is located about 47 miles southwest of 
Galveston, Tex., and provides deep-draft navigation from the Gulf of 
Mexico to Freeport. ; 

Report authorized by—House Committee on Public Works resolu- 
tions dated September 27, 1951, and March 30, 1955. 

Existing project.—Provides for an outer bar channel in the Gulf 
of Mexico, 38 feet deep and 300 feet wide; a jetty channel 36 feet by 
200 feet to a turning basin near Brazosport; thence 36 feet oy and 
averaging 375 feet wide for 7,155 feet to an upper turning basin; 


thence 30 feet by 200 feet to a turning basin 30 feet deep by 500 feet 
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square at Freeport, a totai length of 43,285 feet. The project also 

rovides for parallel jetties at the gulf entrance, a diversion dam in the 
Brasos River with a diversion channel to the gulf, and for necessary 
auxiliary works and a navigation lock in the diversion dam. The 
project channels and basins have been dredged to 32 feet over author- 
ized widths from the gulf to the upper turning basin and to 25 feet by 
200 <n a that point. The diversion dam and channel have been 
completed. 

Plan of recommended improvement.—Provides for realining existing 
38 feet by 300 feet outer bar channel on straight line with jetty 
channel, and for Federal Government to assume maintenance of 
locally constructed channel, 30 feet by 200 feet by 2,790 feet long, 
and turning basin 30 feet by 550 feet by 600 feet long. Recommenda- 
tion is also made that the provision of local cooperation in House 
Document No. 1469, 63d Congress, 3d session, authorized by the Rivers 
and Harbors Act of August 18, 1917, requiring approval by the 
Secretary of the Army of port tariffs for terminal charges on Freeport 
Harbor, Tex., be revoked. 


Estimated cost.— 




















Federal Non-Federal Total 
Report (October 1954) _ .. $313, 000 None $313, 000 
eFC BEN bciniddberdepcncdnmitnschicdinvodinatt 317, 000 None 317, 000 











Note.—Cost of completing outer bar as authorized is estimated at $255,000 ($258,300, revised). Recom- 
mended realinement new work dredging will cost $58,000 ($58,700, revised) more than authorized work. 


Local cooperation.—Furnish necessary lands and spoil disposal areas 
and hold and save the United States from damages. 
Project economics.— 

















Report Revised 

(October Gaseney 
Annual charges..................... $9, 000 $9, 000 
Annual benefits: Total (reduced navigation hazards) $12, 000 $12, 000 
Benefit-cost ratio 1.3 13 











MISSISSIPPI RIVER BETWEEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 


DAMAGE TO LEVEE AND DRAINAGE DISTRICTS 
(H. Doe. 135, 84th Cong.) 


Location.—The Mississippi River has its source at Lake Itasca in 
northern Minnesota whence it flows in a general southerly direction to 
discharge into the Gulf of Mexico. The upper Mississippi River 
canalization project embraces that part of the river from Minneapolis, 
Minn., to the mouth of the Missouri River, a distance of about 660 
miles. House Document 135 concerns levee and drainage districts 
affected by pools 14 to 26, between Clinton, Iowa, and Alton, IIl., of 
the canalization project. 

Report authorized by.—Rivers and Harbors Acts approved August 
26, 1987, and March 2, 1945. 

Existin ject.—Provides for improvement of a channel having 9 
foot depth and of adequate width for navigation by the construction 
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of a system of 26 locks and dams of low heads, supplemented by chan- 
nel dredging. The establishment of the navigation pools has resulted 
in damage by seepage and backwater to a number of levee districts 
bordering the river. The existing project includes provision for annual 
payment to drainage districts to reimburse them for any increased 
costs of operation and maintenance due to the operation of the 
navigation pools over a period of not less than 5 years until such 
time as the average annual costs can be determined. Annual pay- 
ments for increased pumping costs have been paid by United States 
to 15 of the districts from 1936 to date. Lump-sum payments were 
made by the United States under authority of the act of August 26, 
1937, to 2 districts for remedial work related to this matter. 

Plan of recommended improvement.—House Document 135 provides 
for payment of lump-sum amounts totaling $2,475,941 in final settle- 
ment to 17 drainage districts in pools 14 to 26, as representing the 
damages caused to those districts by operation of the navigation pools. 

Estimated Federal cost-——Project Document (December 1951) 
(rounded figure), $2,476,000. 


MISSISSIPPI RIVER AT ALTON, ILL. 
COMMERCIAL HARBOR AND SMALL-BOAT HARBOR 
(H. Doe. 136, 84th Cong.) 


Location.—Alton, Ill.; located on east bank of Mississippi River, 
between miles 201.7 and 204.6 above mouth of Ohio River. Com- 
mercial harbor to be located immediately downstream of dam No. 26, 
mile 202.4; small-boat harbor to be located at mile 209.5, mouth of 
Piasa Creek. 

Report authorized by.—Resolution of Committee on Rivers and 
Harbors of the House of Representatives, February 28, 1945. 

Existing pre ject.—No existing Federal project for commercial or 
small-boat harbor at Alton. Existing project for navigation on the 
Mississippi River provides for 9-foot channel authorized by River 
and Harbor Act, July 3, 1930, as modified by River and Harbor Act 
August 30, 1935. 

Plan of recommended improvement.—(a) Commercial harbor: Dredg- 
ing commercial harbor 9 feet deep extending about 2,600 feet along 
Alton waterfront below lock and dam No. 26. Facilities consist of 
decked railroad trestle, connecting truck trestle, bank protection, 
rehabilitated warehouse and access road. Federal work consists of 
only harbor dredging; harbor facilities to be constructed by local 
interests. (0) oat hent harbor: Small-boat harbor consists of 
dredging an area 475 by 800 feet at mouth of Piasa Greek, mile 209.5, 
on land owned by the Federal Government. Project depth: 6 feet. 
Harbor to accommodate 300 small boats. 

















Estimated cost.— 
Federal |Non-Federal| Total 
— pm (1951) $173, 000 $26, 500 $199, 500 
Current (1956) ....... a2 246, 000 29, 500 275, 600 
Pratt deomniens (1951) 76, 210 51, 790 128, 000 
ro o- a 
Current (1956) 101, 000 66, 700 167, 700 
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Local cooperation —(a) Commercial harbor: Furnish lands, ease- 
ments, and rights-of-way; hold and save the United States free from 
damages; establish public bodies to cooperate with the United States 
to operate facilities; suitable spoil-disposal areas; provide and main- 
tain adequate pune terminal and transfer facilities, including ma- 
terial-handling facilities, mooring facilities, railroad and truck trestles, 
bank protection, warehouse, access road, parking area, railroad, 
and police and fire protection, open to all on — terms; accomplish 
all necessary alterations to water-supply lines, drainage facilities, and 
utilities; and establish properly constituted body having authorit 
to cooperate financially and to operate essential facilities. @) Small- 
boat harbor: Furnish lands, easements, and rights-of-way; hold and 
save the United States free from damages; establish public bodies to 
cooperate with the United States to operate facilities; usual require- 
ments; provide suitable spoil-disp areas; provide and maintain 
surfacing of parking and service areas, an access road, utilities, an 
administration building; provide and maintain self-liquidating items 
such as public landing, fuel and service equipment, basin floats and 
anchorages, marine railway, boat-storage facilities, etc.; contribute in 
cash 19 percent of first cost of harbor dredging and bank protection 
work ($22,700, January 1, 1956); establish a properly constituted 
public body having authority to cooperate financially and to operate 
essential facilities, and, upon payment, to accept a deed from the 
United States conveying the fee title for Government-owned lands 
subject to flowage easement. 

roject economics.— 





























Project document Current 
Federal Non- Total | Federal Non- Total 
Federal Federal 
Annual charges: 
Commercial harbor................... $11, 725 $1,080 | $12,805 | $14,150 $1, 040 $15, 190 
Small-boat harbor. ................... 3, 662 3, 550 7, 212 4, 290 3, 860 8, 150 
Annual benefits: 
Commercial harbor: Transportation 
(RSS ah Rai atti SP 68, 480 |.......... i % | 
Small-boat harbor: Recreational boat- 
ing, including prevention of damage-|..........].-........ 3 | i 
Benefit-cost ratio: 
harbor 6 O't. tacenmus 9 § ete 
Small-boat harbor... ee eecee yp Bee aes 

















MISSISSIPPI RIVER BETWEEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 


IMPROVEMENT OF BEAVER SLOUGH AT CLINTON, IOWA, FOR NAVIGATION 
(H. Doc. 345, 84th Cong.) 


Location.—Beaver Slough is located along the right bank of the 
Mississippi River between river-miles 512.7 and 517.5 above the 
mouth of the Ohio River. It is separated from the Mississippi River 
main channel by Beaver Island and lies ia pool No. 14 of the canalized 
river. Upstream portions of Beaver Slough and Beaver Island are 
also within the corporate limits of the city of Clinton, Iowa. 

_ Report a ized by.—House Committee, on Public Works resolu- 
tion, April 22, 1947. 
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Existing project.—None specifically for Beaver Slough. 

Plan of recommended improvement.—To provide for the improvement 
and maintenance of Beaver Slough to a depth of 9 feet and width of 
150 feet, with a regulating structure at the head of Beaver Island to 
provide adequate depths for commercial tows. 

Estimated cost.— 





Federal | Non-Federal Total 





Project document (May 1954) .......... 2-222. -sscencnee- eons $230, 000 ° $230, 000 
COREPOILE AFUE ROUND xc acinktp na cecdneundgadeccucksetqeauscuasSusa 241, 000 ) 














1 Indeterminate; not estimated. 


Local cooperation.—Furnish lands, casements and rights-of-way, 
and spoil-disposal areas required for the construction and maintenance 
of the project; hold and save the United States free from damages 
resulting from construction and maintenance of the project; maintain 
without cost to the United States adequate public terminal facilities 
open to all on equal terms; and accomplish without cost to the United 
States any necessary alterations to sewers and other facilities, includ- 
ing aerial and submarine crossings. 

Project economics.— 



































Project Current 
document 
I ipiincicniiind cowdtuthcintirisientaeaniin citctsinbinntsia eohacnaigencumiliion $9, 416 $9, 758 
Annual benefits (savings in transportation costs): 
From prospective new commodities -.............-..........-.---.------ 17, 000 (4) 
Prumk Hromennt cee ee. ose sss si crcsn iccscicssesissdsevsccccccccce 26, 215 (‘) 
We iaecrete endscecnbiinstabntcdienhatehesubbeodbbeasiedeansaed CORE fc... 
Detnelb- oth 100 5s asin sass cities emi ecccccctscensbsatelecésussceuscses 4. 60 4.43 
1 No change. 


REPORT ON DAMAGES AT CLINTON, IOWA 
(H. Doe. 412, 84th Cong.) 


Location.—Clinton, Iowa, is located on right bank of Mississippi 
River about 25 miles upstream from Mississippi River lock and dam 
No. 14. 


Report authorized by.—House Committee on Public Works, March 
16, 1954. 

Existing gree. provides for the improvement of the upper 
Mississippi River between Minneapolis and the mouth of the Missouri 
River, to provide a channel 9 feet deep and of adequate width for 
navigation by construction of 26 locks and dams of low heads. The 
damages caused at Clinton by the navigation project were considered 
in 8. 197, 80th Congress, Ist session. River and Harbor Act approved 
May 17, 1950, authorized payment of $257,770 (based on April 1946 
price levels) to the city. Appropriation was made in Civil Fuuctions 
Appropriation Act of 1952, an pee to the city was made in 
February 1952. The remedial works constructed by the city were at a 
— cost than the amount received by the United States, due in 
arge part by the general rise in costs between the time of the estimate 
(1946) and the time of the actual payment (1952) by the United States. 











CERTAIN PUBLIC WORKS ON RIVERS AND HARBORS 19 


Plan of recommended improvement.—Based on February 1952 price 
levels, the Chief of Engineers finds that the exact amount of damage 
caused at Clinton, Iowa, by construction and operation of lock and 
dam No. 14 is $404,570, which exceeds by $146,800 the amount 
previously paid to the city by United States. It is therefore proposed 
to make additional compensation to the city of Clinton in the amount 
of $146,800 as a supplemental payment to adequately compensate 
them for the first cost of construction, capitalized annual depreciation 
costs, and capitalized operation and maintenance cost. 

Estimated cost.— 

















Federal Non-Federal Total 
Project document (February 1952) (rounded) .-.-..-.......--..- 147, 000 None 147, 000 
CORRENG * IPO iat naicanciindensndesnnsenttintpnersanenemet 147, 000 None 147, 000 








1 No revision necessary, the city of Clinton has agreed that the figure is equitable. 


Local cooperation.—None, except that the payment will be contin- 
gent upon the city of Clinton furnishing an agreement satisfactory 
to the Secretary of the Army, releasing and discharging the United 
States from any and all past and future claims for damages heretofore 
or hereafter sustained oe said city as a result of construction of 
pool No. 14 and operation thereof at authorized maximum pool levels. 


MISSISSIPPI RIVER, ST. LOUIS, MO., TO LOCK AND DAM NO. 26 
(Board of Engineers for Rivers and Harbors report, June 19, 1956) 


Location.—This section of Mississippi River extends from about 
northern boundary of St. Louis (mile 190.3) to lock and dam No. 26 
(mile 202.7) at Alton, Ill. 

Existing project.—Authorizes improvement of Mississippi River 
under following River and Harbor Acts: 

(a) January 21, 1927; channel 9 by 300 feet, Ohio River to northern 
boundary of St. Louis. 

(b) July 3, 1930; channel 9 by 200 feet, northern boundary of St. 
Louis to Grafton, Ill. ; 

(c) August 30, 1935; 9-foot channel with adequate widths by a 
system of locks and dams, between mouth Missouri River and Minne- 
apolis, Minn. 

(d) March 2, 1945; improvement of Chain of Rocks near St. Louis. 

Plan of recommended improvement.—When combined low-water 
flow of Missouri and upper Missiasip i Rivers becomes less than 63,000 
cubic feet per second, deficient depths occur over the lower miter sills 
at lock saat dam No. 26, causing serious hindrance to through naviga- 
tion. Proposed low-water, fixed-crest, rock-fill dam would provide 
minimum 9-foot clearance over lower miter sills of locks No. 26. 
Bank revetment on Illinois shore (left bank) included in project. 

Estimated cost.— 





Federal Non-Federal Total 





Current (January 1956)... " $5, 802, 000 None $5, 802, 000 
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Local cooperation.— None required. 
Current: 


Project economics.— 
Annual c es 


ee ee ee ee ee ee ee ee ee ee ee ee ee 


Annual benefits: Include elimination of light loadi transf 


; time loss awaiting lockages; delayed cargo 


SO ik oe ee tan ce ahaa eee aie mad etal 


MINNESOTA RIVER, MINN. 
(Chief of Engineer’s report, November 16, 1953) 


Location.—The pro 


$516, 000 


Slvain, tee. 
veries, etc.. $2, 570, 000 


5.0 


improvement includes the lower 14.2 miles 


of the Minnesota which enters the Mississippi River at St. Paul, Minn., 
844.0 miles above the mouth of the Ohio River. 
Report authorized by.—Rivers and Harbors Act, March 2, 1945. 


Existing 


mouth to Shakopee (mile 25.1). 
Plan of recommended improvement.—Provides for dredged channel 
9 feet deep, 100 feet wide; maximum width, 285 feet at bends from 


mouth to mile 14.2. 


oject.—Provides for maintenance of 4-foot channel from 











Estimated cost.— 
Federal Non-Federal Total 
Survey re (February 1952) $2, 178, 000 $125, 000 $2, 303, 000 
Current (January 1956). .............- 2, 589, 000 142, 900 2, 681, 900 

















Local cooperation.—Furnish lands, easements, rights-of-way; hold 


and save the United States free from mes make ne 
cago, Milwaukee, St. Pa 


in roads; the Chi 


ad 


cessar changes 
& Pacific Railro 


to main- 


tain fender protection to be provided at its bridge (mile 1.6); lowering 
of submarine cables and pipelines by owners at their expense. At time 
of submission of report to Congress, February 16, 1954, no local body 
had been found which would assume responsibility, however, for the 


above requirements. Local interests are now actively en 


ed in 


forming a watershed district which will be capable of, and willing to, 
assume the local cooperation requirements. 


Project economics.— 


























Survey report} Current 
Annual charges............. " $115, 300 129, 300 
Annual benefits: r te 
Grain-shipment savings. .... He 190, 700 190, 700 
Petroleum-shipment savings........... 25, 300 25, 300 
Coal-shipment savings........... 186, 000 186, 000 
Elimination, bank erosion....... 900 900 
402, 900 402, 900 
Benefit-cost ratio 3. 49 3.12 

















Remarks.—An unfavorable report was submitted to Congress by 
the Chief of Engineers because at that time local interests were unable 


‘ 


to organize and furnish the items of local cooperation, although the 
project was amply justified at that time. 
waterway on the Minnesota River. The project cost is amply 
justified by the indicated benefit-cost ratio of 3.1 to 1.0. Local 
interests reaffirmed at the hearing that the required items of local 
cooperation would be fulfilled. 


There is a need for a modern 








) 
) 
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OHIO RIVER AT GALLIPOLIS, OHIO 
(H. Doe. 423, 84th Cong.) 


Location.—Gallipolis is situated on the right bank of Ohio River 
in Gallia County, Ohio, 269.5 miles below Pittsburgh, Pa. 

Report authorized by—House Committee on Public Works resolu- 
tion, June 25, 1952. 

Existing project.—There is no existing project for protection of 
caving banks at Gallipolis, Ohio. 

Plan of recommended improvement.—Partial restoration of 300-foot 
section of eroded river bank, including rock and earth fill, and pro- 
tection against wave wash and scour by means of a layer of dumped 
rock. 

Estimated cost.—(Report price levels same as current prices) : 





Federal Non-Federal Total 





Project document... SE GEE Inabenccauncons $66, 000 

















Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; release and discharge the United States from claims for dam- 
ages; maintain the project; and bear the cost of necessary sewer, 
drain, and utility changes. 

Project economics.—Annual charges and benefits and a benefit-cost 
ratio were not estimated because the future natural rate of recession 
of the top of bank to be protected cannot be predicted with certainty. 
Project will protect against loss of property evaluated at $77,800. 


LICKING RIVER, KY. 
(H. Doe. 434, 84th Cong.) 


Location.—The Licking River is tributary to the Ohio River at 
Covington and Newport, Ky., opposite Cincinnati, Ohio. 

Report authorized by.—House Committee on Public Works resolu- 
tion, March 16, 1954. 

Existing project.—There is no existing project for navigation in the 
lower reach of Licking River. However, backwater from the 9-foot 
—- River canalization project provides navigable depths in that 
reach. 

Plan of recommended improvement.—Provides for maintenance of 
navigable depths in Licking River to a point 2.8 miles above the 
Ohio River sailing line. (Report — levels same as current prices.) 

Estimated cost.—The recommended plan is for maintenance only. 





Average annua! cost of maintenance 





Federal | Non-Federal Total 





Project document. $1,000 $1,000 
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Local cooperation.—None required. ; 
Project economics —(Report price levels same as current prices): 


AEE REE... ktvimcbctnndancoschessbuanhnntseshedananmegen $1, 000 

Annual benefits: Reduction in transportation costs and damages due to 
NES Gn a oe eee pence be sian tan eek ukuan was $7, 000 

DeMeRe-onet MONO. Os ica SS eS en ide eivindas 7.0 


TWO RIVERS HARBOR, WIS. 
(H. Doc. 362, 84th Cong.) 


Location.—Two Rivers Harbor is at the city of Two Rivers, Wis., 
which is at the mouth of Twin Rivers on the west shore of Lake 
Michigan, about 82 miles north of Milwaukee, Wis. 

Report authorized by—House Public Works Committee resolution 
August 16, 1950. 

fxisting project.—Provides for 2 entrance piers and channel 18 
feet deep from Lake Michigan to confluence of East and West Twin 
Rivers, about 1,000 feet inland from the Lake Michigan shoreline; 
inner basin 18 feet deep at confluence; and wave stilling basin on left 
bank of entrance channel. Project is about 88 percent complete. 

Plan of recommended improvement.—Part A extends existing project 
300 feet up West Twin River at 18-foot depth, channel limits to be 
parallel to adjoining docks; part B provides channel 100 feet wide 


and 10 feet deep in East Twin River from upper limit of existing project 
to 22d Street bridge. 




















Estimated cost.— 
Federal Nonfederal Total 

Part A: 

Report (March 1954) fy FE $13, 500 

Current (January 1956). BE: FOP Rekicvddibbeietios 14, 700 
Part B: 

Report 47, 000 $15, 000 62, 000 

Current. 51, 300 16, 400 67, 700 














Local cooperation.—Local interests required to provide without cost 
to United States all necessary lands, easements and rights-of-way; 
and hold and save the United States free from damages. Also required 
to perform lowering of submarine water main crossing in East Twin 
River at 21st Street. 


Project economics.— 


























Report Current 
(March (January 
1954) 1956) 
Annual charges, part A $2, 000 $2, 200 
DRE CRONE, DOE 6 oo. Sin sch ced pascncdodcceddswceidiptcabndebelie $6, 100 $6, 600 
Annual benefits, part A: Savings in transportation of petroleum products..... $9, 300 $10, 100 
EE, NE NG DO istdicanictiinknsneniin dink edledhiaisiniareermsmeiannaninatin atiabitinereiginisicinteaiiiin $7, 700 $8, 400 
Benefit-cost ratio, part A._ 4.7 4.6 
Benefit-cost ratio, part B.- 1.3 1.3 





Remarks.—The prospective benefits amply justify further improve- 
ment of the harbor. The improvement is necessary to provide a safe 


and convenient harbor for the numerous fishing vessels operating on 
East Twin River. 
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ST. JOSEPH HARBOR, MICH. 
(8. Doc. 95, 84th Cong.) 


Location.—St. Joseph Harbor is located on the east shore of Lake 
Michigan at the mouth of the St. Joseph River, about 60 miles easterly 
of Chicago, Ill. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, January 22, 1954. 

Existing project—Provides for protecting the mouth of the St. 
Joseph River by 2 piers extending into Lake Michigan; a channel 21 
feet deep from Lake Michigan to the mouth of the Benton Harbor 
Canal, a length of about 6,900 feet, generally 215 feet wide; for a 
channel in the Benton Harbor Canal o a length of 2,800 feet, to a 
depth of 18 feet and a width of 80 feet; and for a turning basin on the 
north side of the channel; and that the turning basin on the south side 
be eliminated from the project. 

Plan of recommended improvement.—Provides for continued mainte- 
nance to a depth of 18 feet in the old turning basin. 

Estimated cost.—No additional cost for new work. 

Local cooperation.—None required. 

Project economics.— 























Project Current 
document 
SR pct setetnatciakcdedeanctlcdankasdceuticmpebotbaatepageespes $300 $300 
ADORE TIN Sisk eh kkk sd hdbacecbididsocscbes $500 $500 
PE CIN... ccbinde tenements bonaaenipatehigahiiaans bap bieubinedminan 1. 67 1. 67 








TOLEDO HARBOR, OHIO 
(H. Doe, 436, 84th Cong.) 


Location.—Toledo Harbor is located at the westerly end of Lake 
Erie, 99 miles westerly from Cleveland, Ohio. 

Report authorized by —House Public Works Committee, April 21, 
1953. 

Existing project—Comprises the lower 7 miles of the Maumee 
River and a channel extending 17 miles from the mouth of the river 
through Maumee Bay to the 25-foot depth contour in Lake Erie. 
The project is substantially complete except for the removal of the 
center dike and widening at the mouth authorized by the Rivers and 
Harbors Acts of September 3, 1954, and May 17, 1950, respectively. 

Plan of recommended improvement.—Provides for additional im- 
provements as follows: (a) Triangular widening of 22.4 acres to a 
depth of 25 feet opposite the docks of the Lakefront Dock & Terminal 
Co. (6) A turning basin in Maumee River opposite the drydocks 
of the American Shipbuildiag Co. 




















Estimated cost.— 
Federal | Non-Federal Total 
(a) Project document tember 1: | ee $786, 000 
{oo 7 ae 
Current (Jan. 1, 1098) 73, 000 73, 000 
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Local cooperation.—Furnish spel disposal areas for material exca- 
vated from widening opposite the American Shipbuilding dock; and 


hold and save the United States free from damages due to the con- 
struction works. 


Project economics.— 


























Pro Current 
document 

Annual charges: 

ee a $33, 945 $33, 045 

Csr ee ee ee ES He 4, 160 4, 160 
Annual benefits: Elimination of damages: 

ill seiustsn tietiastihemsicansen idieaindcaamennacat tear 37, 500 37, 500 

REPRESSES RR 8,000 8, 000 
Benefit-cost ratio: 

Ni Diba sora tapcbdninicdcancsiiicanineeeudsuetinnkih canutite 1.10 1.10 

DD htpcthndcetnctntemcidbnbadistiies 1.92 192 














IRONDEQUOIT BAY, N. Y. 
(H. Doe. 332, 84th Cong.) 


Location.—South shore, Lake Ontario, 4 miles east of Rochester 
Harbor, N. Y. 


Rac authorized by.—Section 7, River and Harbor Act of July 24, 
1946. 


Existing project.—None. 

Plan of recommended improvement.—Provides for a new entrance 
channel at the northeast end of the bay 8 feet deep and 100 feet wide 
from the lake to just inside the bay; an inner channel 6 feet deep and 
100 feet wide leading to a mooring basin 6 feet deep and about 3 acres 
in area, adjacent to a public wharf and thence to the bay; parallel 
jetties about 480 feet long on the lake side protecting the channel; 
a movable railroad bridge; a fixed highway bridge with 40 feet clear- 


ance; removal of existing bridges and filling of the existing outlet. 
Estimated cost.— 





Federal | Non-Federal Total 








Report - - $1, 755,600 | $1, 736, 900 
Revised - . 1, 938, 000 1, 910, 600 3, 848, 600 

















Local cooperation.—Local interests must furnish without cost to 
United States, all lands, easements, rights-of-way, and suitable spoil 
areas; hold and save the United States free from damages; furnish 
and maintain mooring facilities, including public wharf; establish a 
harbor regulatory body; alter roads and other utilities where required; 
construct and maintain a highway bridge with 40-foot vertical and 
100-foot horizontal clearances over the channel; and contribute 42 
percent of cost for jetties and dredging. 
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Project economics.— 





























Report Revised 

Annual charges. $135, 600 $149, 000 

Annual benefits: si 
Recreational boating... 314, 000 345, 000 
Elimination of damages. . 7, 000 7, 700 
Provision of refuge. 5, 000 5, 500 
Total 326, 000 358, 600 
Benefit-cost ratio. 2. 40 2.41 














PORT TOWNSEND, WASH. 


(H. Doc. 418, 84th Cong.) 


Location.—Port Townsend is on the shore of Olympic Peninsula at 
the junction of Strait of Juan de Fuca and Admiralty Inlet, north- 
western Washington. 

Report authorized by.—Section 110, River and Harbor Act of 1950. 

Existing project—None. 

Plan of recommended improvement.—Provides for a mooring basin of 
14 acres, 12 feet deep in the inner part and 15 feet in the outer part; 
protected by a breakwater 1,550 feet long, including a 950-foot rock 
and earthfill section and a 600-foot rock and pile section. 

Estimated cost.— 





Federal Non-Federal Total 





Project document (January 1955). ...........-.-....---.--...- 70, 000 $231, 000 $601, 000 
Cumreent Camry FOI ib is cccidicdbneckendisaccessscouen 387, 000 241, 700 628, 700 














Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; hold and save the United States free from dam- 
ages; provide mooring and landing facilities; alter and maintain ferry 
landing facilities; maintain earthfill section of breakwater and moorage 
area; contribute in cash or equivalent work 15.4 percent of the cost of 
dredging the mooring basin and constructing the breakwater, presently 
estimated at $70,400. 

Project economics.— 

















Project docu- 
= Current 
Annual charges... $26, 000 $27, 100 
eee ti fish-boat damag: d 750 790 
uct - RT RE OS A 
ia hana aa ee 
u ure- ages and expenses..................-.---- 
Increased benefits, pleasure craft......................-...--.-.-----..--- 8, 740 9, 170 
Increased benefits, commercial and miscellaneous craft................--- 7, 500 7, 870 
Increased land rental : A 3, 000 3, 150 
Total... 34, 600 36, 740 
Benefit-cost ratio 1.33 1.35 
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DOUGLAS AND JUNEAU HARBORS, ALASKA 
(H, Doc. 286, 84th Cong.) 


Location—The towns of Douglas and Juneau in southeastern 
Alaska are located on the northeast and northwest shores of Gastineau 
Channel. A bridge crossing the channel connects Juneau on the 
Alaskan mainland and Douglas Island. 

Report authorized by.—Resolution by House Committee on Rivers 
and Harbors adopted October 30, 1945. 

Existing project—Dredging a small-boat harbor of 11% acres to a 
depth of 12 feet, and construction of 2 rock-mound breakwaters 
1,540 and 430 feet long on the mainland side of Gastineau Channel 
just north of the Juneau-Douglas bridge. Project completed in 1939. 

Plan of recommended improvement.—Provides for dredging a small- 
boat basin at Juneau 19 acres in extent and 12 to 14 feet in depth 
with a protective jetty 530 feet long and a breakwater 1,150 feet 
long; and a basin at Douglas 5.2 acres in extent and 12 feet deep with 
a protective jetty 90 feet long. 

Estimated cost.— 





Federal Non-Federa] Total 





Project document. (1954) 
Current (January 1956) 











nen onaesitnniatindecnclnteheediingeines Sippeiesasi $1, 253, 000 $475, 000 $1, 728, N00 
c eb cwndnescemsecnnsccsnceudubeboeseneal 1, 394, 000 528, 400 1, 922, 400 





Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas for initial work and for subsequent maintenance 
when and as required; and hold and save the United States free from 
damages due to the construction and maintenance of the project; 
make all necessary alterations in utilities; construct, maintain, and 
operate at both basins adequate mooring facilities, utilities, and public 
landings with suitable service and supply facilities open to all on equal 
terms; provide and maintain bulkheads; and maintain the existing 


causeway and the rockfill approach to the Douglas City wharf. 
Project economics.— 





















































Project 
Document Current 
Annual charges: 
ederal: 

enn Nl EI i i ia isa ee enetabennnnnactinnbicentel $44, 360 $49, 340 

Maintenance and operation: 
OORDR Sis aisicccc adiccincelincinscentSiegecansesbintesesckcceis 8, 600 9, 500 
EO PE oe ee ee a Oe ee te RPE, 500 600 
NE titer cack dbbychigdidicthacbdbaiecinidiiablewtid 53, 460 59, 440 

Non-Federal: 
Interest and amortization............... saad 16, 750 18, 635 
DRG UNaNeS HG Chere | os ccnatccnnssddemenioanmaeasaon 22, 450 24, 980 
oh A OP eee ee ee eee ss 39, 200 43, 615 
OIE yah cence lsccimeiscicibsssctncceetencten ie 30, 630 34, 070 
Net non-Federal__..... a é. 8, 570 9, 545 
Total annual charges_........... 62, 030 68, 985 
Annual benefits: 

Elimination of damages... 30, 500 33, 910 
WISINO OF CEDURE, EMME CUINE. «0 s.csccneraacuinpainndnesadcaniadmeibuasmentae 14, 860 17, 690 
Increased benefits, pleasure craft. las ‘ Me 20, 010 22, 290 
NE IU inc aihkciicn es ciccudadeacciassncrameeoniiusiiin cance: 13, 060 14, 550 
440 
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DILLINGHAM SMALL BOAT HARBOR, ALASKA 
(H. Doc. 390, 84th. Cong.) 


Location.—Dillingham is located at the head of Nushagak Bay on 
the north shore of Bristol Bay in southwestern Alaska. 

Report authorized by.—Section 204, Flood Control Act of 1948 and 
as amended and confirmed by section 208 of the Flood Control Act 
of 1950. 


Existing projects —None. 

Plan of recommended improvement.—Provides for an excavated 
basin approximately 300 by 700 feet dredged to a depth of 2 feet 
above mean lower low water with a timber sheet-piling sill across 
the basin outlet with top elevation 7 feet above mean lower low water. 
Entrance to the basin would be through the creek which would 
be improved, over a reach of about 1,100 feet, to provide a bottom 
width of 40 feet. The entrance with a controlled elevation of 7 feet 
above mean lower low water would permit entrance or egress about 
50 percent of the time during the ice-free period. 

tstimated cost.— 











Federal Non-Federal Total 
Project document (January 1954). ...................--......-. $338, 000 $40, 000 $378, 000 
Cond Gtetary 1900) csc okidscncdvedocdyevtinadwwnsecanness 372, 000 44, 000 416, 000 














Local cooperation.—Provide, without cost to United States, all 
necessary lands, easements, and rights-of-way for construction and 
maintenance where and as required; hold and save the United States 
free from property damages that may result from the construction 
and maintenance of the project; and provide and maintain, without 
cost to the United States, necessary mooring facilities and utilities 
including a public landing with suitable supply facilities open to all 
on equal terms. 

Project economics.— 














Project doc- Current 
ument 
Annual charges: 
EERE BAER ab: Ca RAR Sy RENT pp REEL Wes PEM I $21, 100 $23, 200 
ee ORE OE EEE SEM LAG SE La Pee Pee ed Le 3, 000 3, 300 
ita) ibe ccite middie hdece mnadnrstidsetnebckcreddareubhmenae veuinneerd 24, 100 26, 500 
Annual benefits: Prevention of losses, repairs, and damages to boats. 
ee Or GUNN INE CNN i. nc emneabebebnsanecenaesebos $32, 150 $35, 365 
Tap RE ARE RSID ES 1.33 L 











NAKNEK RIVER CHANNEL IMPROVEMENT, ALASKA 
(H. Doe. 390, 84th Cong.) 


Location —Naknek River rises in Naknek Lake and flows westerly 
about 35 miles to Kvichak Bay at the northeast end of Bristol Bay 
in southwestern Alaska. 

Report authorized by.—Section 204, Flood Control Act of 1948 as 
amended and confirmed by section 208, Flood Control Act of 1950. 

Existing project.—N one. 


90015°—57 H. Rept., 84-2, vol. 4——68 
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Plan of recommended ten me BR for removing boulders 


by blasting at 23 separate locations in the reach between mile 8 and 17. 
Estimated cost.— 





Federal | Non-Federal Total 









































Project document (1954) . . $17, 000 0 $17, 000 
Current (J: y ee). 19, 000 0 19, 000 

Local cooperation.—No local cooperation required. 

Project economics.— 

Project Current 
document 

Annual charges.............. $600 $660 
Annual benefits: Reduction in losses and damages and savings in time...... $1, 000 $1, 100 
Benefit-cost ratio 67 1. 67 








STATE OF CONNECTICUT, AREA 9, EAST RIVER TO NEW HAVEN HARBOR 


(H. Doc. 395, 84th Cong.) 


Location.—Projects recommended for Federal aid are located at 
Guilford Point Beach which is along the shore of Guilford Harbor at 
mouth of East River about 11 miles east of New Haven, Conn., and 
at Lighthouse Point Park which is on the east shore of the entrance 
to New Haven Harbor, Conn. 

Report authorized by.—Section 2 of the River and Harbor Act ap- 
proved July 3, 1930 as amended and supplemented. 

Existing project—No existing beach erosion control project. 

Plan of recommended improvements.— 

Guilford Point Beach: Provides for widening to 125 feet, approxi- 
mately 400 feet of beach, by direct placement of sand fill (to be 
obtained from Guilford Harbor navigation project at no cost to beach 
erosion control project), and construction of one impermeable groin 
300 feet long at the east limit of the fill. 

Lighthouse Point Park: Provides for construction of an impermeable 
groin 380 feet long. 

Estimated cost.— 





Federal | Non-Federal Total 








Project doctsment (1064)... n.ccwiiseciveccssckcescssdvocsse $4, 400 $8, 800 $13, 200 
Rds s ctnidksbpdderthsenctuestvannsenken 6, 000 12, 000 18, 000 

thouse Point Park: 
Project document (1954) 4, 000 8, 000 12, 000 
SN CIR iastben cankccdchucwanaueniabaesedaubabibaene 6, 000 12, 000 18, 000 














Local cooperation.—Assure maintenance during life of project as 
required; furnish lands, easements, and wy pect ake assure that 
water pollution that would endanger life of bathers will not be per- 


mitted; assure continued public ownership and public administra- 
tion during life of project. Adequacy of work, detailed plans, speci- 
fications, assurance that requirements will be met; arrangements for 


presecuting the work must have approval of Chief of Engineers prior 
to commencement of work. 
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Project eeonomics.— 





document 





Annual Bit 
Opel Point ME titicbcaincscckpicnbabutdasahcennbsccscncdatibetbins 
Lighthouse Point Park ‘ 


benefits: 
Guilford Point Beach (recreational) --............ y 
Lighthouse Point Park (direct damages prevented).................-...- 


Benefit-cost ratio: 
Guilford Point Beach 
Lighthouse Point Park 
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ATLANTIC COAST OF LONG ISLAND, N. Y., FIRE ISLAND INLET AND SHORE 
WESTERLY TO JONES INLET (BEACH ERQSION) 


(H. Doc. 411, 84th Cong.) 


Location.—Atlantic Coast of Long Island extending about 15 miles 
from Fire Island Inlet to Jones Inlet. 

Report authorized by.—Section 2 of Public Law 520 (River and 
Harbor Act), 71st Congress, approved July 3, 1930, as amended and 
supplemented. 

Existing project.—None. 

Plan of recommended improvement.—Provides for dredging the inlet 
shoal in Fire Island Inlet opposite the western end of Oak Beach to 
obtain fill material for a feeder beach west of the inlet and for Oak 
Beach. The plan anticipates 3 dredging operations over § period of 
15 years involving about 6 million cubic yards of material, of which 
about 500,000 cubic yards would be placed on Oak Beach in the 
initial operation. 

Estimated cost. — 





Federal Non-Federal Total 

















Project report (May 1956) $2,724,000 | $3, 762, 000 $6, 486, 000 





Local cooperation —Obtain approval by the Chief of Engineers of 
detailed ery and specifications; provide lands, easements and rights- 
of-way; hold and save free from claims for damages; assure that 
water pollution will not be permitted; assure maintenance of the proj- 
ect; and assure continued public ownership of the shore during the 
economic life of the project. 

Project economics. — 


Project report 
Aombal Ohare. ccs 05. iG. ese sg sce. $464, 000 
Annual benefits: 
A 0 hi eesion 210, 000 
Preverition of storm Gamare. . 2... ce eek 70, 000 
Decreased maintenance of buildings and grounds_............_- 75, 000 
I oe wma 200, 000 
Decreased maintenance of navigation project...............-.-- 85, 000 
RR ae es ls wialenaaneia 640, 000 
PI nn bees ldiiewahihemneamnmine 1.4 


Remarks.—Decreased maintenance of the Federal navigation poset 
in Fire Island Inlet is considered to be a basis for an additional 


ederal 
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share in the project. The amount of this added share will be recom- 
puted prior to the second and third placement operation based on the 
experience in maintaining the navigation channel. 


ASBURY PARK TO MANASQUAN, ATLANTIC COAST OF NEW JERSEY, 
COOPERATIVE REPORT ON BEACH-EROSION CONTROL 


(H. Doc. 361, 84th Cong.) 


Location.—The area under consideration includes the 9 miles of the 
Atlantic coast of New Jersey in Monmouth County and extends from 
the north limit of Asbury Park, at a point about 18 miles south of 
Sandy Hook southward to Manasquan Inlet. 

Report authorized by.—Cooperative study provisions of section 2 of 
the River and Harbor Act approved July 3, 1930, as amended and 
supplemented. The report covered 51 miles of shore from Sandy 
Hook to Barnegat Inlet. 

Existing project—There is no existing Federal project for beach 
erosion control in the area. Federal navigation projects have stabil- 
ized Shark River and Manasquan Inlets and some protection of 
immediately adjacent shores has been accomplished in connection 
therewith. 

Plan of recommended improvement.—The recommended project, part 
of the plan considered in the document, provides for restoration and 
protection of the shore from Asbury Park to Manasquan by artificial 
placement of approximately 2,400,000 cubic yards of sand fill to 


widen the beach to a minimum of 100 feet at elevation 10 feet above 
mean low water. 











Estimated cost.— 
Federal Non-Federal Total 
Survey report (December 1953)... $1, 510, 000 $3, 210, 000 $4, 720, 000 
C§urpated Cepia S000) 6 nick cdc dvncisidncsndcbuceessbeabancss 1, 677, 000 3, 563, 000 5, 240, 000 














Local cooperation —Federal participation in the project was recom- 
mended provided that local authorities (a) pay two-thirds of the first 
cost of construction applicable to non-Federal publicly owned portions 
and all the first cost applicable to privately owned portions of the 
shore; (6) obtain approval from the Chief of Engineers for detailed 
plans and specifications for work prior to its commencement; (¢) assure 
maintenance of the protective and improvement measures during 
their economic life, including replenishment of feeder beaches; (d) pro- 
vide all necessary lands, easements, and rights-of-way; (e) prevent 
water pollution that would endanger the health of bathers; and 


(f) assure continued public ownership of the shore upon which the 
amount of Federal participation is based and its administration for 
public use during the economic life of the project (50 years). 
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Project economics.— 





Project Current 





document 
URI ns. naconcaduenagearsansbedaedmmanedammbonsaueianthebaotaeeas $517, 000 $568, 000 
I I  ocish edness deedndinnoohevéuaadninsntedoatésabankwanauheusiell $682, 000 $750, 000 
I A Seas ale chad aon iemeisbpuneaeaninhibinomn tina 1.3 1.3 











SHORE OF MANITOWOC COUNTY, WIS. 
(H. Doc. 348, 84th Cong.) 


Location.—On west shore of Lake Michigan in and between cities of 
Two Rivers and Manitowoc, in central lake shore section of Manitowoc 
County, Wis. Comprises continuous reach of shore 9% miles long, 
including 2 miles in Two Rivers, 4% miles in Manitowoc, and 3 miles 
intervening. 

Report authorized by.—Section 2, River and Harbor Act, July 3, 
1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for placing 9,550 lineal 
feet of stone revetment at toe of bluff along shore. Comprises 3 sec- 
tions of considered plan as follows: Section D, 7,900 feet in reach 
between cities; section E, 1,200 feet; and section F, 450 feet, both in 
city of Manitowoc. 

Estimated cost.— 











Federal Non-F ederal Total 

. D: 
PEPONe COUNT NUUUE = os noc ostccoschusaascalintatoueense $39, 500 $79, 000 $118, 500 
— SINE D FOO c éhadbccdinniceacdctdcdddvedwiees 42, 000 82, 900 124, 900 
pS HS a Ee ie ek PP ee CR cL 6, 000 12, 000 18, 000 
’ arent leceinepipspiinsaiciteds gs cibcainiia coileealigisieaescninseteamciabasenpidiaied 6, 400 12, 600 19, 000 

ec. F: 
0 EES ARPES is 38 OS PERT 1, 500 3, 000 4, 500 
SR naciasdansddictgulinnanndadeeseiitnbenubentnaeia kinda 1,600 3, 200 4, 800 

Total cost: 

BNE: he scirbontiaiecdeunainahininetinendionaitasatt 47,000 94, 000 141, 000 
RST ae Sree ee 50, 000 98, 700 148, 700 

















Local cooperation.—Local interests required to (a) obtain approval 
by Chief of Engineers of plans and specifications prior to construction; 
(6) maintain and repair project works; (c) provide without cost to 
United States all necessary lands, easements and rights-of-way; and 
(d) assure continued public ownership and use of improved shore 
during economic life of project. 
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Project economics.— 

































































Report Current 
(January @g y 
1955) 1956) 
Annual charges 
DN Fo dacs nso ncnenusssvctiseidcsnscatekhngincdahindsipaiaedgenaaaa $5, 200 $5, 460 
GS AE I SHES 1 SSE ES ERS SER I, RES 830 870 
Sec, F. - nccccecenene 210 220 
Total annua! charges. ._. 6, 240 6, 550 
Annual benefits, sec. D: Erosion prevented and highway relocation elimi- 
pS TER ae ae eee Se SETS 6k ERS ARS RT ae SR 13, 840 14, 530 
Annual benefits, sec, E: 
Erosion prevented and highway relocation eliminated. ._..............-- 2, 500 2, 630 
Maintenance eliminated... éoes 2 20 
ig TEEPE EME. ye TURD BONES OE Bort es eM EE EE EREDW PeSeSl 2, 520 2, 650 
Annual benefits, sec. F: 
Erosion prevented and highway relocation eliminated. .................. 900 9%) 
RR GE on ile ki ciiha ct ben sddtpnntshiaibesdinthicatitbiegs 10 10 
gE RT Bi Ee AEE RE A, FES ER 910 960 
Weeks MINE HONEN.......:ccuencosanbabanteasnanebensnetacnutt 17, 270 18, 140 
Benefit-cost ratio: 
SG RA Ea SE Se ey we eo nr vee 2.7 2.7 
NN Bech hS canenisshicid oi giddadicah ma bhes abalone biociosiednbee Gibecke 3.0 3.0 
OG. Fis. . ci cca conddishdecdpondpincgldgndselinahccdbeehepebaditnadsdbesoocs 43 4.3 
SONNE SEIN in cancicncdectegmnnns dba Lbecicniiny Ghatpaendetagibinaeenteatd 2.8 2.8 











FAIR HAVEN BEACH STATE PARK, N. Y. 
(H. Doe. 134, 84th Cong.) 


Location.—In the town of Sterling, Cayuga County, N. Y., on the 
gone shore of Lake Ontario about 15 miles west of Oswego Harbor, 

Report authorized by—Section 2 of the River and Harbor Act of 
July 3, 1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for the construction 
of a groin about 100 feet long at the west limit of the park, raising and 
extending the jetties at the outlet of Sterling Creek, raising the inner 
end of an existing groin and placement of about 71,000 cubic yards of 
sand fill. About 2,700 linear feet of improved beach frontage would 
be provided between the new groin and the existing groin. 

timated cost.— 





Federal Non-Federal Total 








Project document (July 1953) .... $101, 700 $203, 300 $305, 000 
Current (January 1956)............... . ict 114, 000 226, 300 340, 300 

















Local cooperation: Furnish lands, easements, and rights-of-way; 
construct the improvement in accordance with plans approved by the 
Chief of Engineers bearing all costs therefor except the one-third share 
to be borne by the United States; hold the United States free from 
damages due to the work; satisfactorily maintain the completed 
improvement; maintain public ownership of the park; and prevent 
water pollution that would endanger the health of bathers. 
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Project economics.— 



































Project docu-| Current 
ment 

Annual charges $16, 510 $18, 400 
Annual benefits: 

ion of existing beach . - 2A, 850 24, 850 

Restoration of previous beach - ..- 11, 850 11, 850 

Provision of new beach...............-...-- 18, 000 18, 000 

Total 54, 700 54, 700 

aR CNG vi cwiinevcnescsiseciosins - - 3.31 2.97 














HAMLIN BEACH STATE PARK, N. Y. 
(H. Doe. 138, 84th Cong.) 


Location.—On the south shore of Lake Ontario 20 miles west of the 
city of Rochester, about midway between the ends of the lake. 
eport authorized by.—Section 2 of the River and Harbor Act of 
July 3, 1930. 
isting project.—N one. 

Plan of recommended improvement.—Provides for improvement of 
4,200 linear feet of park beach by construction of 4 new groins, 
modification of 3 existing groins, grading existing bluffs to stable 
slope, and placement of about 217,000 cubic yards of sand fill. 

estimated cost.— 





Federal | Non-Federal Total 





Project document (March 1954).........--....-.-.--.--.------ = 


$735, 300 $1, 103, 000 
a a ee es ee ee eee 806, 600 ‘ 


, 700 
, 000 














Local cooperation.—The State of New York must adopt the recom- 
mended plan of improvement, pay two-thirds of the first cost, and 
furnish all lands, easements, and: rights-of-way. The State must also 
release the United States from all claims for damages, be responsible 
for maintenance and repairs during the life of the project, provide 
assurance of the continued public ownership and usage of the park, 
and prevent pollution of the bathing area. 

Project economics.— 





























Project Current 
document 

Annual charges $54, 000 $59, 200 
Annual benefits ish —— enti 

Damages ven “- . J 
Recreational benefits... 83, 700 83, 700 
Restoration benefits. 5 5, 000 5, 000 
Total. 108, 700 108, 700 
Benefit-cost ratio... 20 1.8 
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BEACH EROSION CONTROL PROJECT, SAN DIEGO COUNTY, CALIF. 
(H. Doe. 399, 84th Cong.) 


Location.—San Diego County includes about 70 miles of the south- 
erly shore of California and is flanked by Mexico on the south and 
Orange County on the north. Oceanside is about 40 miles to the 
north and Ocean Beach, Imperial Beach, and Coronado are in the 
vicinity of the city of San Diego. 

Report authorized by.—Section 2 of the River and Harbor Act 
approved July 3, 1930. 

isting project.—None. 

Plans of recommended improvement.—Oceanside: Construction of a 
protective beach generally 200 feet wide and approximately 10,000 
feet long from the vicinity of Ninth Street to Witherby Street by 
= placement of approximately 900,000 cubic yards of suitable 
sand; 

Ocean Beach: Construction of a protective beach generally 200 feet 
wide and approximately 1,700 feet long between Cape May and 
Narragansett Avenues by artificial placement of approximately 
250,000 cubic yards of suitable sand (obtained from dredgthe of the 
Mission Bay navigation project at no cost to the beach erosion control 
project), and construction of 1 stone groin about 530 feet long in the 
vicinity of Cape May Avenue; 

Imperial Beach: Construction of a system of 5 stone groins from 
the north end of the existing naval radio station seawall to a point 
about 400 feet south of Coronado Avenue, the most northerly groin 
to be 600 feet long and the others each to be about 400 feet long. 

istimated cost.—Project document 1954 and current: 





Federal Non-Federal Total 








I iia niin cocnankdpunencsnotebeheeshstubiebedeniednenl $180, 000 $360, 000 $540, 000 
DOG PORE. canned stoned hitposegeobuotmineductetuineantd 11, 500 23, 000 34, 500 
ERE OTIEE DNOD ce scibe cueny tug dntingen neeneuesnesstoassneseegen 96, 800 147, 200 244, 000 

FORE cob ssenteccetibnnctunppdedascentebioneedeannet 289, 000 530, 200 819, 200 














Local cooperation.— 

(a) Obtain approval by the Chief of Engineers of detailed plans 
and specifications and arrangements for prosecuting the work on 
any project, prior to the commencement of such work. 

(6) Provide at their own expense all necessary lands, easements 
and rights-of-way. 

(c) Furnish satisfactory assurances that they will (1) control pollu- 
tion of waters to the extent necessary to safeguard the health of 
bathers except that originating from the international sewer south 
of Imperial Beech, (2) maintain the protective and improvement 


measures during the useful lives of the projects as may be required 
to serve their intended purposes, including replenishment of the 
protective beaches at Oceanside and Ocean Beach at suitable intervals, 
and (3) maintain continued public ownership of the shores and their 
administration for public use during the useful lives of the projects. 
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- Project economics.—Project document and current: 
Oceansid Ocean Beach| I 
ie mperial 

ual charges. 000 , 600 12, 600 

Annual fiend d impro t vege 3 600 perp 
Vv an Vv 3. 

savditional beach athornay 16, 000 He 3, 200 

Total. 102, 800 5, 300 17, 200 

Benefit-cost ratio. 239 1.15 1.3% 




















Section 102 


This section is similar to that in the 1954 River and Harbor Act 
and provides for reimbursement of local interests for work done by 
them on beach erosion projects authorized in section 101 subsequent 
to the initiation of the cooperative studies which form the basis for 
the project. Certain restrictions and limitations are included to safe- 
guard the interests of the United States. The committee considers 
this provision to be an equitable one, the principles of which have 
already been recognized by Congress in previous legislation. 


Section 103 


The committee heard long and extensive testimony on the matter 
contained in this section and has discussed the problem exhaustively 
in executive session. A provision requiring local interests’ coopera- 
tion in the authorization of the Algiers lock on the Gulf Intracoastal 
Waterway near New Orleans was agreed to in good faith but local 
interests were subsequently informed by the attorney general of the 
State of Louisiana that this provision, which required them to maintain 
and operate a new railroad bridge over the lock, could not be legally 
met. The Corps of Engineers lacks the authority to maintain and 
operate this railroad bridge. The project which has been completed 
will be in an anomalous position in that the railroad cannot reasonably 
be required to assume this responsibility since the bridge is over a 
part of the project which was formerly dry land and its construction 
was necessitated only by the provision of the navigation improvement 
and does not benefit the railroad. The committee feels that the moral 
obligation for this cost lies upon local interests but recognizes the legal 
impossibility of meeting this obligation until appropriate action is 
taken by the State. Therefore, it has included language to permit 
the Corps of Engineers to operate the railroad bridge over Algiers 
Canal for a period not to exceed 2 years from the passage of this act 
in order to permit local interests to take the necessary steps. The 
committee has arrived at this decision after long and careful delibera- 
tion and believes it to be the only solution to a vexing problem. The 
committee points out, however, that it expects that appropriate action 
will be taken by the State of Louisiana to remove this burden from 
the Federal Government as contemplated in the authorizing legisla- 
tion. 


Section 104 


The committee heard extensive testimony on the proposed program 
to eliminate the water hyacinth and other obnoxious growth from 
water along the southeastern and gulf coasts. The language included 
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in this section is in accordance with a report and recommendations of 
the Chief of Engineers, and would normally be included as one of the 
items in section 101. It has been placed in a separate section because 
of the committee’s desire to state fully and completely those conditions 
under which the project is authorized. It provides for a 5-year pro- 
oe" at a cost of $1,350,000 per year in addition to maintenance 
unds which are now being spent under navigation authorizations. 
This cost will be divided between the United States and local interests 
in the ratio of 75 percent Federal, and 25 percent non-Federal, pres- 
ently estimated at $1,012,500 Federal, and $337,500 non-Federal. 
Certain restrictions and limitations have been included in the language 
to safeguard the interests of the United States. 


Section 105 


The committee has discussed with the Corps of Engineers at con- 
siderable length the present report procedure which in many cases 
requires submission of a preliminary examination prior to undertaking 
the survey. This procedure extends back for many years and is no 
longer considered to be efficient. The lapse between the submission 
of a preliminary examination report and the initiation of a subsequent 
survey requires repetition of effort, an increase in costs, and frequently 
delays of 1 to 2 years in reaching final conclusions. Much time and 
some money would be saved in submitting review survey reports on 
favorable projects if the Corps of Engineers could proceed without 
interruption into the survey phase after preliminary determinations 
are made that survey studies are worthwhile. If the preliminary 
investigation indicates that there is no likelihood of developing a 
favorable project, a report on that basis would be submitted to the 
Congress fulfilling the requirement of authorization for the study at a 
minimum expense. In conducting its work and its relationship with 
this committee, the Corps of Engineers will program and present costs 
on the basis of the total estimated cost of a full survey for each report, 
with the understanding that some reports can be completed at a rela- 
tively small cost after preliminary determinations indicate lack of 
economic justification. The actual costs of many of the reports in the 
program, therefore, will ultimately be less than that indicated. 

is section pertains to reports for navigation and allied purposes. 
In title II, a similar section (sec. 208) is included for reports on flood 
control and allied purposes. 


Section 106 


This section provides for reimbursement to local interests for work 
on 2 projects authorized in the River and Harbor Act of 1954; 1 on 
Apalachicola Bay, Fla., and 1 in the same area on a channel across 
St. Geo Island, Fla. Because of the urgency of the work, local 
interests have undertaken certain parts, and the committee feels that 
in these cases it is entirely equitable that they be reimbursed. Other 
reimbursements of this nature have been authorized by the Congress 
in the past in connection with navigation projects. 


Section 107 


The purpose of this section ining to the Upper Fox River, Wis., 
is to authorize the transfer of the Federal properties comprising the 
project to the State of Wisconsin. This is an old navigation project 
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which has long been in disuse, insofar as commercial navigation is 
concerned. It is used extensively, however, by small pleasure craft. 
The project was authorized by the River and Harbor Act of March 3, 
1873, but only custodial maintenance has been performed since 1951. 
State conservation agencies have expressed an active interest in 
acquiring the project. The Corps of Engineers has testified on this 
matter and recommends the transfer. The only other course of 
action would be complete abandonment and this cost would be 
comparable to the cost of $300,000 which would be authorized in this 
section. The committee feels that it is obviously desirable to follow 
a course of action which will result in preserving an asset that would 
be available to the general public. The committee understands that 
favorable action will be taken by the State to accept the properties. 


Section 108 


The committee has carefully considered the matter contained in this 
section and discussed the problem at length. The constructed 
Calumet-Sag channel is 9 feet deep by 60 feet wide connecting the 
Illinois Waterway and the Calumet River and Lake Calumet. This 
channel, which was originally constructed by local interests, was 
incorporated into the Federal navigation system in 1930. Since that 
time, the United States has had the maintenance responsibility. In 
1935 the construction of wider places in the channel to permit passing 
was authorized. The River and Harbor Act of 1946 authorized the 
widening to 225 feet and the extension of the channel into Indiana, 
terminating at East Chicago and Gary. The 1956 Appropriation Act 
carried funds to initiate the construction of part I. Part lis referred , 
to as that portion from Sag Junction to Lake Calumet. The 1946 
authorization provided that the Federal Government join with the 
railroad bridge owners in the alteration of the railroad bridges in 
accordance with the principles of the Truman-Hobbs Bridge Act, 
passed in 1940, to provide for the necessary clearances. Local inter- 
ests were required to bear the cost of alterations to highway bridges in 
accordance with policy at that time. In 1952 the Truman-Hobbs 
Bridge Act was amended to include highway bridges. 

The review made by the me of Engineers of the existing project 
was directed at determining if the conditions of local cooperation with 
respect to highway bridges should be modified in any way at this time. 
The present estimate of highway bridge alterations for the entire 
preiees is $46,422,200, including $13,202,200 for part I, $24,120,000 

or part IT, and $9,100,000 for part III. The committee thoroughly 
considered the pertinent question as to whether or not the project, as 
authorized by Congress in 1946, should stand as is; or whether the 
principles of the Truman-Hobbs Act as amended in 1952 should be 
applied. In this deliberation, the committee noted that Federal 
funds have only been appropriated for initiation of construction of 
part I as presently authorized. It has been informed that the addi- 
tional first costs to the United States which would result from the total 
modification of parts I, II, and III are estimated at $40,031,000 with 
a corresponding reduction to local interests. Of the total of $40,- 
031,000, $9,884,000 applies to part I. The committee does not feel it 
desirable to authorize the modification for all parts of the project at 


this time. The committee r izes the importance of the Cal-Sag 
link for through commerce between the 


navigation project as a vital 
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Great Lakes and the Mississippi-Ohio Inland Waterway system. It 
considers that modification of part I to accomplish that portion of the 
waterway for which funds have been appropriated should be made, and 
recommends that the highway bridge cost of $9,884,000 in part I of the 
improvement be borne by the Federal Government. 


Section 109 


This section would permit the transfer of the now obsolete Federal 
roject known as the Illinois and Mississippi Canal to the State of 
inois. The situation and the purpose of this section are similar to 
those described for the Upper Fox River in section 107. In this case 
legislation has been enacted by the State under which the properties 
can be accepted. The estimated cost of $2 million is the equivalent 
of that required to place the structures in safe condition to permit 
complete abandonment. As with the Upper Fox River the committee 
feels that a course of action which will permit continued use of the 
facility for recreational purposes under State sponsorship is very much 
preferable to a course of action which would result in a needless loss 
of a valuable asset. The project was open to traffic in 1907 and has 
not been operated for navigation purposes since 1951. 


Section 110 


This section provides for survey investigations for navigation and 
allied purposes at various localities. A change in the previous pro- 
cedures is discussed under section 105. 


SrecrTion 111 


This section is for citation and reference purposes. 


TITLE II—FLOOD CONTROL 


Title Il covers the flood-control projects and project modifications, 
increases in basin authorization, and certain miscellaneous matters on 
which testimony has been heard by the Flood Control Subcommittee 
and by the full committee and which have been considered favorably in 
executive session. Before describing individual projects and other 
matters in title IJ, the committee feels that, as with title I, a state- 
ment on the general status of the program would be of interest to the 
Congress. 

The active flood-control program ineluding the major project for the 
lower Mississippi River but excluding multiple-purpose improvements, 
involves over 760 projects with a total estimated cost of $6.3 billion. 
Of this amount, $2.6 billion have been appropriated by Congress, 
leaving a total of $3.7 billion for completion. If the multiple-purpose 
projects which serve flood-control purposes are added, the estimated 
cost of the total authorized flood-control program becomes $9.5 
billion, of which a total of $4 billion has been appropriated through 
fiscal year 1956. The accomplishments of the flood-control program 
have more than justified its cost. The projects in full or partial opera- 
tion are preventing flood damages of one-half billion dollars a year 
and in addition producing related benefits of one-fourth billion dollars 
a year. This total annual value of three-fourths billion dollars a year 
is being achieved at a cost of slightly more than $200 million a year. 
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The flood-control program is paying off at the rate of more than $3 
from each $1 invested and this does not take into account the values 
which cannot be measured in monetary terms such as the saving in 
life and the economic security of hundreds of urban communities and 
farming areas. 

The committee recognizes that much is still to be done in the field of 
flood-damage prevention. The potential flood losses in the United 
States in the main river valleys and the major tributaries would 
amount to $900 million a year if there were no flood-control works. 
The reduction of one-half billion dollars a year in flood damage being 
achieved by flood-control works now in operation still leaves a balance 
of $400 million of annual average loss. The projects included in this 
title represent a long stride along the road toward adequate protection 
of the lives and property of the American people from devastating 
floods. 

The active multiple-purpose program previously authorized by 
Congress, which may be classified in the flood-control category as 
distinguished from the navigation category, consists of 40 projects 
which have a total cost of $3.2 billion. The total appropriation to 
date is $1.5 billion, leaving $1.7 billion to complete. 

Hydroelectric power is an important product of a multiple-purpose 
program. The present installed capacity of all multiple-purpose 
projects of the corps is more than 4 million kilowatts. The capacity 
with the projects under construction or completed will be 7.6 million 
kilowatts. 

The committee has given serious and detailed consideration to the 
needs of every section of the country in formulating this bill. In this 
connection it wishes to point out how once again its attention has 
been called vividly to the need for unceasing vigilance in carrying on, 
and keeping up to date, the flood-control program. During hearings 
on the last omnibus bill in 1954, the memory of the terrible Kansas 
River flood was still fresh in the minds of the people throughout the 
entire country. This year two far-removed sections of the country 
are still suffering from the impact of similar disasters in 1955 and 1956; 
the northeast floods induced by hurricanes which occurred last fall 
and the west coast floods of last December and January. The com- 
mittee has given full attention to the needs of these areas and has 
heard testimony from the Corps of Engineers and local witnesses on 
possible modifications and additions in the authorized plans which 
would be essential in meeting any changed requirements as a result of 
these floods. The committee believes that despite the availability of 
a backlog of authorized flood-control projects, there is constant need 
for review and reanalysis of the program and for the authorization of 
modifications and additions, not only because of the occurrence of 
major floods which may require changes in the engineering techniques 
used in the formulation of a river basin plan, but also to keep pace 
with technological and economic changes which may have occurred 
subsequent to the original approval of individual projects or basin 
plans. The flood-control program must be considered as dynamic, 
growing and changing from time to time in accordance with the growth 
of the country and the accumulation of more knowledge of the behavior 
of streams and floods and the engineering tools needed to control them. 

The committee wishes to call attention to two recent outstanding 
examples of the value of the flood-control program from the numerous 
instances which it might choose: 
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(a) In connection with the hurricane floods in New England, a total 
of 9 completed local protection works on the Connecticut River at 
Hartford, Conn., Springfield, Mass., and other localities, prevented 
damages of about $33 million. The total Federal cost of these works 
was about $19 million. These works more than paid for themselves 
in one flood. 

(b) The flood-control project for the Sacramento River prevented 
damages during the December west coast floods of $19 million; its 
total cost is $65 million. This project has been preventing damage 
for more than 30 years. 

The committee is impressed by the fact that the value of many of the 
projects in the flood-control program, as measured by the benefit-cost 
ratio, appears much higher when analyzed after they have been in 
operation than the value computed prior to their construction. The 
committee realizes that the Corps of Engineers bases its computation 
of the benefit-cost ratio for projects under study in accordance with 
accepted engineering and economic principles, but it also realizes that 
the results can be no more accurate than the data upon which they 
are based. In the case of benefit-cost ratios, the benefit element is 
based upon relatively short and incomplete records of past flood history 
and damage in many instances. The committee feels that the Corps 
of Engineers has taken, and properly so, a conservative approach in 
these analyses and it is highly gratified that the results of the program 
are showing more and more as time goes on that the Federal invest- 
ment has been and will continue to be increasingly sound. 

Following is an analysis of title II by sections. 

Section 201: This section is the same as that which has appeared 
in the last several flood-control bills and continues those provisions of 
local cooperation which have been in effect for some time. 

Section 202: This section is also the same as that which has ap- 
peared in the last several flood control acts and continues the present 
procedure of submitting reports to the interested States and Federal 
agencies prior to submission to Congress. 

Section 208: This section authorizes new projects, project modifica- 
tions, and increased monetary authorizations for existing comprehen- 
sive basin plans. The preliminary language in this section is the same 
as in previous flood control legislation. The individual items with 
their project document numbers, where pertinent, are listed in the 
following tabulation with the estimated costs, broken down by new 
projects and increases in authorization for previously approved 

rojects or plans. A discussion of increased basin authorizations 
follows the description of individual projects after the table. 





New projects| Increased 
or basin author: 


Project Document No.! project 
modifications; izations? 





Connecticut River Basin: 
Comprehensive basin plan_.............- 














a oe Seen dd bh badin danse $13, 000, 000 
pA Ea RE a OR SE Me Een catnhy a, WER s dened aera 
Pantego and Cucklers Creek, N. C.._...........-.-.- H. 398, 84th Cong---. O18, G00. f. ... .k cs cssss 
Savannah River Basix, completion of Hartwell Re- 
Fe) BRS CU EA ae 1S RE H, 657, 78th Cong.--|.......-.....- 44, 300, 000 
Central and southern Florida: 
Poa pdt se SE IE cuits aphasia Vieslntcamatna Rien Dndiench grits ate mahteeniacdigl appsacaadetae eaten 40, 600, 000 
H pete, A «A BRS pT aS TANS Ey Badd a REFS S SF H. —, 84th Cong... & 17K WO fiiekscc....... 
South Fork of St, Lucie River, Fla_.............. H. —-, 84th Cong... Tg | eee 
Tombigbee River Basin, Miss. and Ala_.......-.----- H. 167, 84th Cong..-| 19, 199, 900 |....-.----.... 


See footnotes at end of table, p. 41. 
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New projects} I 
Project Document No,! or basin author- 
cations; izations? 
Lower Mississippi River: 
Channel improvement, main stem..............-. H. —-, 84th Cong... 
White River backwater project, Arkansas........| H. —, 84th Cong__. 
Boeuf and Tensas Rivers and Bayou Macon 
aera hilton CERES ES Sei EDN H. —, 84th Cong... 
Old and Atchafala Rivers. DidibatibdbashiblcePacnadideciiss 
St. Francis River Basin, Ark ...................-- i ieee 
McKinney ay ents River and tributaries) _.|...................... 
Bayou Chevreuil, La. .........--..-.2-2s--eceese H. 347, 84th Cong.--. 
Wolf River, T ecnceeeces----| H. —-, Sth Cong... 
Trinidad Dam (Purgatoire River), Colo.........----- H. 325, 84th Cong.-. 
v= River Basin: 
Comprehensi ve basin plan. EE, NO re ee ee ees 
Lone Rock Reservoir and Gilbert Reservoir....-. H. 499, 83d Cong.... 
Upper Mississippi River Basin: 
Com Maive basin Pla... .......ccccesacsscesse|sine--+-d0ns2-50seceee 
Ey Ta ORL RT 8. 52, 84th Cong_.__- 
oo EE SS PP H. 324, 84th Cong... 
Minnesote Ri River (Mankato and North Man- | H. 437, 84th Cong... 
Shelb Reservoir (Kaskaskia River), Ii....-- H, —, Sth Cong_.- 
Root River at Rushford, Minn..................- H. 431, 84th Cong... 
Great oles Basin: 
Bad River, Mellen and Odanah, Wis............- H. 165, 84th Cong... 
Kalamazoo River at Kalamazoo, Pei esaceconna 8. 53, 84th Cong._... 
WNT MUNVOE) DE sien ek iciennctdnsedeguaindee H. 346, 84th Cong... 
Missouri River Basin: 
ST BEE PEE in ctoinbndenunadvdéedunlbnhrnnenansesnenesenca 
ONE MNO, OWE ak dcclescnus secntsiiceet H, 417, 84th Cong... 
Black Vermillion River at Frankfort, Kans......-. H., 409, 84th Cong... 
Salt Creek and tributaries, Nebraska............. H. 396, 84th Cong... 


Ohio River Basin: 
Saline ives and tributaries, [llinois.............. 
Brush Creek at ceton ton, W. WW Siskin tindiniscchiuacles 
Lake a a ha and Chadakoin River at James- 

town 
West Branch of Mahoning River, Obio 
Sandy Lick Creek, Brookville, Pa 

Sacramento River Basin 
Comprehensive basin p! diepesintigeh herereiceeatenanpinagsers 
Chico Landing to Red | Bia, Cie 6 ecaciiecacex 
Eel River bar mr Rh region), GION cennsenins 

Weber River and tri ries, Utah 

San Rae ed —— 

‘om prehensive n 
posmenee Reservoir, 
den Reservo 


Sammamish River Basin, Wash 





. 316, 84th Cong... 
8. 122, "4th Cong... 
8, 103, 84th Cong...-. 


H, —, 84th Cong... 
H, —, Sth Cong... 


. 272, 84th Cong... 
.——, 84th Cong... 
. 158, 84th Cong-.- 


. 367, 8ist Cong... 
. 367, 81st Cong.... 


ewe ewe cee wee ne econo 


eee ee eee eee wwe ner eee 


. 157, 84th Cong... 
H. 137, 84th Cong... 











Territory of Alaska: Chena River, Fairbanks, Alaska- 
Totals: 
aceon rojec is or project modifications...........-- 
Projects | lower Mississippi River Basin......... 


Grand total, sec. 203. 




















1H. indicates House document; 8. indicates Senate document 


7 Information given at end of this section, —— fndivident, project descript 
* Includes $547,000 for Bayou Chevreuil, La., and $1,932, 
under “Flood control, general” and not under the “Alluvial 


000 for Wolf Riven — which are carried 
valley project for the lower M ississippi River.” 


LITTLEVILLE DAM AND RESERVOIR, WESTFIELD RIVER, MASS. 


Location.—On the Middle Branch of the Westfield River in Hamp- 
shire a eaten Counties approximately 35 miles north of Hart- 


ford, 


Rivet authorized by.—Senate Public Works Committee resolution 


adopted September 14, 1955. 


Existing project. —For the Westfield River was authorized by the 
Flood Control Acts approred June 22, 1936, as amended and supple- 


mented; as a part of t 


e comprehensive plan for flood control in the 
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Connecticut River Basin. The project for the Westfield River 
includes a flood-control reservoir at Knightsville and local protection 
works near the mouth of the Westfield River at West Springfield 
Plan of proposed improvement.—Provides for a dam and reservoir 
on the Middle Branch of the Westfield River which would control a 
drainage area of about 52 square miles. It would be an earth-fill 
dam about 151 feet high and 1,325 feet long, with a concrete spillway, 
It would have a fed of 23,600 acre-feet. The project would 
require acquisition of about 550 acres of land and 39 tilings, and 
relocation of about 3 miles of highway and 3 miles of utilities. 
Estimated cost.— 





Federal Non-Federai Total 





Current (1956 price levels). ......-.....-..-..<---------- ase $5, 090, 000 0 $5, 090, 000 
Project economics (current): 
NIT SONI. son. ¢-4cnbcocasdesendsdsteabesnibatoenenees $230, 000 


A UN DE oie ggnbccdicevndoeatinewnanubbeinacanctipenl Fea 
DOE UNE BI oo 5 idan ccapibitshbadiandkndicuccasbben 11 














Remarks: The committee believes that, because of the recent 
disastrous floods in the basin resulting in great damage, the project 
should be authorized in order that construction could be undertaken 
at an early date. 


PANTEGO AND CUCKLERS CREEK, N, C, 
(H. Doe. 398, 84th Cong.) 


Location.—The channels to be improved are directly or indirectly 
tributary to Pungo River. They are mainly in the eastern part of 
Beaufort County. 

Report authorized by.—Flood Control Act, June 30, 1948. 

Existing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
4 existing channels: Pantego Creek, 2.3 miles, Cucklers Creek, 1.2 
miles, Intercepting Canal, 5.8 miles, and Albemarle Canal, 5.9 miles, 
a total of 15.2 miles. Channels would have depths of from 8 to 17 
feet and bottom widths of from 20 to 80 feet. Two bridges require 
modification. 

Estimated cost.— 











Federal Non-Federal Total 
Report (1955) Lc dosodanennontidhinaiiiiebeaasaaaten $413, 000 $129, 100 $542, 100 
Current (January 1958). ccciiicssdesscinssdssnentdicsosdenngeus 413, 000 129, 100 542, 100 














Local cooperation.—Provide without cost to the United States all 
lands, easements and rights-of-way necessary for the construction of 
the project; make all necessary bridge and utility alterations; contrib- 
ute in cash 17.4 percent of the construction cost, an amount presently 
estimated at $86,900; hold and save the United States free from 
damages due to the construction works; and maintain the project 
after completion in accordance with regulations prescribed by the 
Secretary of the Army. 
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Project economics.— 











Report Current 
PE Atierehinbdcinghivogertbermntesaspereeensanvichcbeeckes $29, 100 $29, 100 
Annual benefits: 
Shih anit nadlidediniuawndanseuecuigueducandatikoavadiniun 27, 520 29, 800 
I i nckct: cc tnindciahsbadeuinamennesacmriuchoderhas 16, 580 17, 800 
Macc niek Uae CREEL de cate he Suh aitelgbeeaucndiaanaaniscenaianiawan 44, 100 47, 600 
sdenefit-cost ratio... dined ddnib cctpenuscadseanananuubdnenaksads 1. 52 1.63 














CENTRAL AND SOUTHERN FLORIDA, HENDRY COUNTY WEST OF LEVEES 
1, 2, AND 3 


(Division engineer’s report, June 6, 1956) 


Location.—About 10 miles southwest of Lake Okeechobee in eastern 
Hendry County, Fla., about 40 miles east of Fort Myers and 8 miles 
southwesterly of Clewiston. 

Report authorized by.—Senate Public Works Committee Resolution 
adopted November 20, 1945. 

Eristing project.—Area is within the bounds of the comprehensive 
project Central and Southern Florida. 

lan of recommended improvement.—Construction of canal and levee 
L-100, pumping station 5-100, culvert S-101, and spillway S-102; 
enlargement of authorized borrow canals adjacent to levees 2, 3, 4 
(west) and 28 (north 2.5 miles); and construction of 2.6 miles of canal 
west of tieback levee along southerly portion of levee 3 (south). 

Estimated cost.—January 1955: 


FI Ee ids ch eas AA oak Stee teptds hs pai deid cicccem edd ieeied $3, 172, 000 
ES OP IRENE LE Ra = Ae SORE LED Shree MR Ter anor mnie 1, 430, 000 
ang ganna aR Re ph Os oe Clara nll i latte at ees aN Neo 4, 602, 000 


Local cooperation.—Furnish lands, easements, rights-of-way and 
spoil disposal areas; assume cost of relocations and alterations; hold 
and save the United States free from damage; operate and maintain 
works after completion; contribute in cash 27.5 percent of the con- 
struction cost, an amount estimated at $1,202,700. 

Project economics.— 





Federal Non-Federal Total 








I I rea wm i a a i $113, 500 $145, 600 $259, 100 
PERERA EL  S e 326, 300 }..... % 
pill. eS EF Safa thd SR ES RS Ne 1. 26 


een nn wen en conn n renee sees 














ST. LUCIE CANAL, FLA. 
(District engineer’s report, April 27, 1956) 


Location.-Palm City is in Martin County, Fla., about 2 miles 
southwest of the city of Stuart. Stuart is located at the junction of 
the South Fork and North Fork of the St. Lucie River, about 26 
miles northeast of Port Mayaca on Lake Okeechobee. 

Report authorized by.—Senate Public Works Committee resolution, 
November 15, 1954. 

Existing project—The project “Central and southern Florida,” 
embracing fake Okeechobee, its regulatory outlets, and other areas, 


90015°—57 H. Rept., 84-2, vol. 4-69 














UNIVERSITY OF MICHIGAN LIBRARIES 





44 CERTAIN PUBLIC WORKS ON RIVERS AND HARBORS 


rovides for flood control and water conservation. The Okeechobee 
Jaterway provides for navigation theough St. Lucie Canal, among 
other features. 
Plan of considered improvement.—The most satisfactory plan con- 
sidered calls for removal of the entire shoal in the Palm City area. 
Estimated cost.— 





Federal Non-Federal Total 





October 1955... .... 2.2 - cence nnnccewecennceseceseeccoscsees $165, 000 $1, 700 $166, 700 














Local cooperation.— Local interests will be required to furnish lands 
and rights-of-way, make necessary relocations (if any), hold and save 
the United States free from damage, and maintain and operate the 
project after completion. 

Project economics.—October 1955: 


Annual: CRAPO 5 6 osccc eb cauuceoweeleads snd csuweesei desis vusgeons $31, 500 
Annual - ROSE) okocecaiwkavde<dskacscsnachdenneanedemende $38, 900 
BanshG-Gemt s6tlee os Go enwcc cs ccdke cous ccgesnetequidabssuenece 1, 24 


TOMBIGBEE RIVER AND TRIBUTARIES, MISSISSIPPI AND ALABAMA 
(H. Doc. 167, 84th Cong.) 


Location.—Tombigbee River and tributaries are in northeast Mis- 
sissippi and northwest Alabama above juncture of Warrior River. 

Report authorized by.—Four House Flood Control Committee reso- 
lutions, February 9, 1939, and May 2, 1939; five House River and 
Harbor Committee resolutions, February 1, 1939, February 2, 1939, 
and April 15, 1946; Senate Commerce Committee resolution, May 2, 
1939. 

Existing project.—Provides for alleviation of floods by bank clearin 
and cutoffs in Itawamba County for 53 miles along East Fork an 
along Tombigbee River and tributaries above the mouth and includin 
Noxubee River. Project was 47 percent complete in 1940. No = 
has been performed since that time. 

Plan of recommended improvement.—Provides clearing of all trees 
under 10 inches in diameter to 20 feet beyond top of banks, snagging, 
cutoffs, and enlargement from the mouths of 22 tributary streams. 

Estimated cost.— 





Federal Non-Federal Total 








Prolect daonmbnt 1060). us wccdcactcenscssccecsecnwacsdsaucen $14, 445, 400 $7, 427, 800 $21, 873, 200 
Current (January 1956). .......... Seine 14, 445, 400 7, 427, 800 21, 873, 200 
Committee recommendation...............2--.--.-...- 19, 199, 000 2, 674, 200 21, 873, 200 

















_ Local cooperation.—Furnish lands, easements, right-of-way ; make at 
their expense all road, highway bridge, and utility changes, alterations, 
additions, and relocations; hold and save United States free from 
damages; prevent future encroachments in improved channels; main- 
tain all the works; contribute in cash $1,585,000. 





a] 


n- 


} 31 


ds 
ve 
he 


900 
. 24 


Lis- 
ver. 
>sO- 
and 
139, 


y 2, 
rin 
an 
din 
yor 


ees 
Ing; 
AMS. 


tal 


873, 200 
873, 200 
873, 200 


ke at 
ions, 
from 
nain- 








CERTAIN PUBLIC WORKS ON RIVERS AND HARBORS 45 


Project economics.— 





Project doc- | Ourrent 
ument 


























Annual charges $1,096, 200 | $1,096, 200 
Annual benefits: 
Damage prevented. un a 924, 500 759, 100 
CES FE SET GND, cncheceqccsisnnnesonnsccstaensacscsecancuaksnubetnonens 1, 306, 900 1,073, 100 
I 2, 231, 400 1, 832, 200 
De his ik ddcinticctinnsscitridecvetsbendemeccsiidimmuinist " 2.04 1. 67 














LOWER MISSISSIPPI RIVER 


The title “Lower Mississippi River” applies to the comprehensive 
roject for flood control and improvement of the Mississippi River in 

its alluvial valley authorized by the act of May 15, 1928, as amended 
and supplemented by subsequent acts of Congress. The alluvial 
valley of the Mississippi River extends from Cape Girardeau, Mo., 
to the Gulf of Mexico and comprises over 30,000 square miles which, 
except for authorized improvements, is subject to overflow by the 
project flood. It ;s located in the 7 States of Missouri, Llinois, Ken- 
tucky, Tennessee, Arkansas, Mississippi, and Louisiana and receives 
the drainage from all or part of 31 States of the Union comprising a 
watershed of 41 percent of the area of the United States. Since it 
was originally adopted in the 1928 act, the basic project has been 
modified and supplemented a number of times to include tributary 
streams in the alluvial valley such as the St. Francis, Yazoo, lower 
White and lower Arkansas, the Atchafalaya River outlet and alluvial 
lands around Lake Pontchartrain. 

The initial paragraph under this title amends the basic act of 1928, 
as amended, to include the 6 items set forth in the paragraphs that 
follow and increases the authorization for the comprehensive project 
accordingly. 

Subparagraph (a) would authorize a modification of the currently 
authorized channel-improvement program on the lower Mississippi 
River substantially as outlined in the report of the Mississippi River 
Commission dated April 5, 1956, and concurred in by the Chief of 
Engineers. This modification would provide for additional revet- 
ment, dikes, and dredging required in the reach of the river between 
Cairo, Ill., and Baton Rouge, La. 

This program was originally authorized by the act of May 15, 1928 
for the reach between Cairo, Ill., and Head of Passes and modified by 
the act of December 22, 1944, to provide a continuing program of 
stabilization, and the development of a 12- by 300-foot low-water 
navigation channel between Cairo, Ill., and Baton Rouge, La. From 
experience gained over the past 12 years and observation of the effec- 
tiveness of the work accomplished to date in partially improving the 
channel and stabilizing its alinement, it is now possible to develop a 
long-range plan designed to bring about the desired alinement of the 
river. "The estimated cost of the additional work is $219 million for 
construction and $4,800,000 annually for maintenance. 

Subparagraph (b) would authorize a minor modification of the White 


River backwater project, Arkansas, substantially as outlined in the 
report of the Mississippi River Commission dated April 16, 1956, and 
concurred in by the Chief of Engineers, at an estimated cost of 
$2,380,000 for construction and $57,000 annually for maintenance. 
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The proviso in this item was included by the committee after con- 
sideration of the bill, H. R. 10904, and the statement of the attorney 
for the White River Drainage District of Phillips and Desha Counties, 
Ark., in which the White River backwater project is located. The 
minor modification of this project recommended by the Corps of Engi- 
neers and included in the bill requires that local interests represented 
by the said drainage district furnish the lands, easements, and rights- 
uns necessary for construction and operation of the pumping plant 
and flood gates; provide necessary drainage improvements for utiliza- 
tion of lands; and hold and save the United States free from damages. 
A portion of the existing levee and proposed improvements are located 
on lands within the White River Migratory Refuge under the juris- 
diction of the Fish and Wildlife Service of the thon re of the 
Interior. According to testimony presented before the committee, 
the report of the Fish and Wildlife Service which becomes a part of 
the Corps of Engineers report, would prevent local interests from ful- 
filling these requirements which they are otherwise willing and able 
to comply with. Similar local requirements were a condition of the 
basic project approved in 1936 and in 1938 this same drainage district 
secured from the Biological Survey of the Department of Agriculture 
(now United States Fish and Wildlife Service of the Department of 
Interior) a permit in favor of the district granting the necessary rights- 
of-way for the construction of levees, borrow pits, canals, and other 
flood-control structures in consideration for which the drainage dis- 
trict was required to give the United States Fish and Wildlife Service 
exclusive management and control of lands owned by the district in 
the sump area for the protection and preservation of fish and wildlife. 
However, the Fish and Wildlife Service now consider this permit in- 
adequate for the minor modification recommended by the Corps of 
Engineers and now requires in its report that “d. Project initiation 
be contingent on local interests furnishing, without cost to the United 
States, all easements required for project operation, with specific pro- 
vision that the White River Drainage District convey to the United 
States of America the 3,994.07 acres presently leased to the Fish and 
Wildlife Service.” In other words, even if the present minor modifi- 
cation of an existing project is approved by the Congress local inter- 
ests cannot give the necessary assurances without obtaining a new 
permit from the Fish and Wildlife Service and deeding in fee simple 
to the United States approximately 4,000 acres of land. According 
to the testimony of the attorney for the drainage district, this latter 
requirement cannot be met by the district. This position is supported 
by an opinion of the attorney general of the State of Arkansas and by 
numerous decisions of the Supreme Court of Arkansas. The commis- 
sioners are trustees for the taxpayers and landowners of the district 
and have no legal right to give away or dissipate the assets of the 
district. Under the circumstances the committee agrees that the 
Secretary of the Interior shall grant to the White River Drainage 
District such permits, rights-of-way, and easements over lands in the 
White River Migratory Refuge as the Chief of Engineers may deter- 
mine to be required for the construction, operation, and maintenance 
“st this project and a proviso to that effect has been included in the 


Subparagraph (ec) would authorize a minor modification and exten- 
sion of the Boeuf and Tensas Rivers and Bayou Macon project, Ar- 
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kansas and Louisiana, substantially as outlined in the report of the 
Mississippi River Commission dated October 6, 1955, and concurred 
in by the Chief of Engineers, at an estimated cost of $1,212,000. 

Subparagraph (d) in addition to previous authorization, would 
authorize to be ri ny mage the sum of $28,200,000 for prosecution of 
the improvement for the control of Old and Atchafalaya Rivers and a 
navigation lock in accordance with the plan approved in the act of 
September 3, 1954. 

ubparagraph (e) in addition to previous authorization, would 
authorize to be appropriated the sum of $35,674,000 for prosecution of 
the plan of improvement for the St. Francis River Basin, Mo. and 
Ark., approved in the act of May 17, 1950. 

Subparagraph (f) would amend subparagraph (g) under the title 
“Lower Mississippi River’ of section 10 of the act approved July 24, 
1946, to provide for both additional pumping capacity and drainage 
improvements in proportion to be determined by the Chief of Engi- 
neers to take care of the runoff waters from McKinney Bayou in con- 
nection with the headwater project for the Yazoo River and tribu- 
taries and increase the estimated cost for such improvements from 
$300,000 to $800,000. 
aca project data from official reports on items (a) through (e) 
ollow: 


INTERIM REVIEW REPORT ON CHANNEL IMPROVEMENT MISSISSIPPI 
RIVER AND TRIBUTARIES 


Location.—Mississippi River between Cairo, Ill. and Baton Rouge, 
La. 

Report authorized by.—In partial response to the Senate Committee 
on Public Works resolution of June 12, 1954. 

Existing project.—The existing project for the Mississippi River in 
the alluvial ‘valley below Cape Girardeau, Mo. includes main stem 
levees to prevent overflow, and channel improvement to reduce flood 
heights and provide a 12 by 300-foot navigation channel between 
Cairo, Ill. and Baton Rouge, La. Realinement of the channel, bank 
revetment, dikes, and corrective dredging to prevent its natural 
tendency to meander are included. 

Plan of recommended improvement.—Experience of the past 12 years 
and observation of the aftabtiverised of works installed have shown 
that it is necessary to lengthen revetments to prevent flanking and 
ultimate destruction by the scouring away of underlying bank ma- 
terial. It is now apparent that the presently authorized work will 
not be sufficient to provide the degree of stabilization desired. A long- 
range plan to bring about the desired river alinement has been de- 
veloped in the light of experience, which covers the construction of 
revetments, dikes, and corrective dredging in addition to work now 
authorized, which is now considered necessary to obtain and maintain 
the planned channel alinement. 

Estimated cost.—Total equals $680,524,400 ($461,524 ,400 authorized 
plus $219,000,000 for additional work). 

Local cooperation.—None required, 

Project economics.—Channel stabilization of the Mississippi River 
is an inseparable and essential part of the adopted plan for the flood 
protection of its alluvial valley and provision for dependable naviga- 
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tion. The estimated annual charges and benefits for the flood control 
and navigation plan for the main stem, including the proposed addi- 
tional channel stabilization work, follow: 


First cost of adopted plan plus additional work: 











ONS ois Sh eo cee suns PALER ea 1 $1, 162, 376, 400 
ESS ON SS ER a See fe ee Cee eters BES 12, 655, 000 
BE NRE RA TR Ye Ca eis sie Sea es 55, 930, 000 
Annual benefits: 
Saving in transportation cost...............-.-..-.-.-. 117, 300, 000 
LOCOCO MIOL DORMIUES | aug 5s ben dncn de cnesiiwewntin 216, 786, 000 
Elimination of levee setbacks..................--.--.. 8, 131, 000 
Elimination of emergency protective measures. .......-- 1, 000, 000 
NS a hdc derek idee ice nb netted Shihab 343, 217, 000 
SE BIEN ho sctitrenich snimch Nocbinen vine ehacensnc takai snenkmaiinie 6. 1 


1 Includes all items carried as main-stem improvements. 


LOWER MISSISSIPPI RIVER--AREA ENCLOSED BY WHITE RIVER BACK- 
WATER LEVEED SYSTEM 


Location.—The area enclosed by the White River backwater project 
comprises about 145,500 acres (81,000 cleared) in Phillips, Monroe, 
and Desha Counties, Ark., lying between the Mississippi and White 
Rivers immediately above the mouth of White River. The leveed 
area, subject to use as an emergency reservoir, is about 25 miles long 
with a maximum width of about 12 miles. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, September 23, 1949. 

Existing project.—The Flood Control Act approved May 15, 1928, 
as amended, provides for flood protection of the alluvial valley of the 
Mississippi River from Cape Girardeau, Mo., to Head of Passes by 
means of levees, floodwalls, reservoirs, bank protection in and along 
the river and its tributaries and outlets, insofar as affected by back- 
water of the Mississippi River. The Flood Control Act approved 
June 15, 1936, authorized construction of the White River backwater 
system of levees and two drainage floodgates as an emergency reservoir. 
The project was about 90 percent complete as of June 30, 1955. 

Plan of recommended improvement.—Provides for construction and 
operation of a 1,500 cubic feet per second pumping plant and reinforce- 
ment of floodgates and stilling basin at the Little Island Bayou outlet 
structure to withstand a landside water height of 11 feet. 


Estimated cost.—January 1956: 





RAPER EE Ge IS BREESE eet a Bat Tee mee W fld == ent a $2, 380, 000 
pS OI PS Ragan RR MRL IAN Nae Ee ARNO ES RM Ey Seg ie AB bay oo ee 
POM ie oi cick Ghul hetbcaadaee eialick dbs tila tihke 2, 380, 000 


Local cooperation.—Furnish lands, easements, and rights-of-way 
for construction and operation of the pumping plant and operation 
of floodgates; provide necessary drainage improvements for utilization 
of lands adjacent to sump area; hold and save the United States free 
from damages; and cooperate in formulation of plans for conservation 
of fish and wildlife in maintenance of sump levels. 
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Project economics.— 


Annual charges: 
Peerane Os SOP EMINEION okt cence aceuseuncensuac $86, 000 
Losses to wildlife resources (Report by Fish and Wildlife Service). 78, 500 
Operation and maintenance............-.....---..------------ 57, 000 
ap a ete EF Seah TR ern Tb eS AD Recht <A Rape ahha RDS 221, 500 

Annual benefits: 
aes CMe PHOWUNGEE so Sb cc cee ieee ccdueses Sancsn 182, 400 
I NE ii ins sine Beccttin bk aha aa Se cca Keel eagleeheod 331, 400 
et heat cE eR ee Rn ogre nsdn A Be higt pote od MR tac ah ba ie Rela 8 513, 800 
Treas POR SE oa ose eee oe a BE eee 2.3 


BOEUF AND TENSAS RIVERS AND BAYOU MACON, ARK. AND LA. 


Location.—Watersheds of subject streams comprise that portion of 
the alluvial valley lying south and west of the main-line Arkansas- 
Mississippi River levees between Pine Bluff, Ark., and latitude of 
Jonesville, La. 

Report authorized by.—Resolutions of Committee on Flood Control, 
House of Representatives, May 23, 1946, and Committee on Public 
Works, United States Senate, June 1, 1948. 

Existing project.—Provides for improvement of the Boeuf and Tensas 
Rivers, Bayou Macon, Big and Colewa Creeks, Bayou Lafourche, 
Big Bayou, and canals 19, 43, and 81, aggregating approximately 772 


es. 

Plan of recommended modification of existing project.—Provides for 
minor extensions to the existing project, including extension of canal 
19, and improvement of canal 18, Black Pond Slough, Kirsh Lake 
canals, Fleschman’s Bayou, Caney Bayou, and Rush Bayou, all in 
Arkansas, but finds that the construction of a control structure in 
Ditch Bayou for the regulation of Lake Chicot should not be under- 
taken by the Federal Government as a flood-control feature of the 
project. 


Estimated cost.—June 1955: 


a $1, 212, 000 
pT ONES TR Tp ae yee eee ee ol ee he Be ar pes ey eae ee 1 $28, 000 
ik iit ad aces bee nec ts adiak obatte hetaciciedl ba cdi 2, 040, 000 


' Cost of supplementary farm drainage used to compute annual charges. 


Local cooperation.—Operate and maintain the federally constructed 
channels after completion and accomplish associated local drainage 
improvements at their own expense. 


Project economics.— 


eee a do eee eb 2 eel Beles Beet Ok $117, 500 

Annual benefits: 
ne OC Get Gamgeee... .. 4.5. oli eoaiedsiiantitabadonnnas 21, 600 
RELI EER EL TEE ET 554, 500 
eS a sea aa oS Re) 576, 100 





Sy ees lk eaddehe ieaiodm 4.90 
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NAVIGATION LOCK AT OLD RIVER, LA, 
(Mississippi River Commission Report, March 30, 1956) 


Location.—The lock, a feature of the Old River Control Improve- 
ment, is to be located south of the existing channel of Old River in the 
vicinity of the junction of the Old and Micsissippi Rivers. 

Report authorized by. —Flood Control Act of 1954 (Public Law 780, 
83d Cong. 2d sess.). 

Existing project.—The lock is necessary to continue existing naviga- 
tion on the 12-foot by 125-foot Atchafalaya River, Morgan City to the 
Mississippi River project and the authorized 9-foot by 100-foot 
Overton-Red River Waterway. 

Plan of recommended improvement.—Provides for a lock with gravity- 
type walls, sector gates, and a clear chamber of 1,200 feet by 75 feet 
by 13 feet. 

Estimated cost, March 1956: 
aD A cr Atte IR AF CAAT: 2h RA, Set cele $28, 200, rt 


Local cooperation.—None required. 
Project economics.— 
Annual charges, lock only: 


Interest and amortization. «oo cc oS cee oe $1, 069, 000 
Maintenance and operation_..................-.--.------- 213, 000 
Ee ee ie eae PES (we LEE ETL OTT. OES amy aree eee ee 1, 282, 000 

For Old River control (including lock)_...........-...------ 2. 3, 314, 000 


Annual benefits—There are no additional benefits to waterway 
transportation from the lock construction. Estimated benefits for 
the entire Old River control project are $14,600,000 annually. 

Benefit-cost ratio.—4.4 to 1. 


ST. FRANCIS RIVER, MO. AND ARK, 
(H. Doc, 132, 8ist Cong., Ist sess.) 


Location.—The St. Francis River rises inthe hill section of southeast 
Missouri, flows generally southward for about 475 miles through 
southeast Missouri and Arkansas to enter the Mississippi River at 
mile 670 AHP, about 8 miles above Helena, Ark. 

Report authorized by.—House Committee on Flood Control resolu- 
tion, February 23, 1944; and Senate Committee on Commerce 
resolution, July 16, 1945. 

Existing project.—Provides for protection of alluvial valley portion 
of basin by (a) west bank Mississippi River levee including lower 
reaches of Little River headwater diversion; (6) protection works in 
the St. Francis and Little River Valleys above the mouth of St. Francis 
Bay, consisting of the Wappapello flood-storage reservoir in Missouri; 
leveed main stem floodway from the hill line to the Cross County line; 
the Cross County ditch + host to St. Francis Bay; levee along lower 


reaches of Little River in Missouri, and Big Lake Floodway levees from 
Missouri-Arkansas State line to the mouth of Little River in Arkansas; 
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and channel improvement of the lower reaches of Big Slough ditch 
and Tyronza River, Ark. 

Plan of recommended improvement.—Provides for enlargement and 
extension of Little River basin headwater diversion levee; rectification 
and extension of drainage and levee systems in Little River floodway 
and Upper St. Francis River Basins and Big Slough ditch; constructing 

aved inlet at the head of Cross County ditch; extension of Steep Gut 
hoodie to opposite Marianna, Ark.; construction of a closure levee 
between the lower end of the new floodway levee and the main line 
Mississippi River levee at Whitehall with provisions for a floodgate, 
pumping plant and appurtenances, fuse plug sections, and interior 
drainage rectification as required; alteration of highway and railway 
bridges as required. 

Estimated cost.—July 1955: 


lets ee seks a so rete Gand be aie at a Gielen aie caine caeignnisk ween mS 1 $55, 674, 000 
0 





55, 674, 000 


1 The sum of $20 million was previously authorized to be appropriated, and $35,674,000 is authorized to be 
appropriated by this act. 


Local cooperation: Provides for assurance that levees will be main- 
tained in accordance with the provisions of section 3 of the act of 
May 15, 1928. 

roject economics.— 


Arial GG La. sists bo ta dev ape vatindgteadésesanintnennene $2, 731, 500 
Annual benefits: 
ED NE CUNO ios cs cig lhe habe Opals eee = ae aae 3, 688, 000 
Beenenme mais tienen eo Ue es ieee dus 2, 603, 000 
Sims a hitciegnis aicemrcn Anes aaa dee R aaa de wm mae 6, 291, 000 
GONE TENN. nc Sewanee cake aun kena anes ere mae aes 23 


BAYOU CHEVREUIL, LA, 
(H. Doe. 347, 84th Cong.) 


Location.—Bayou Chevreuil, La., is located between the Mississippi 
River and Bayou Lafourche, in parts of Ascension, St. James, St. 
John the Baptist, and Bayou Lafourche Parishes. 

Report authorized by.—Flood Control Act of December 22, 1944, and 
River and Harbor Act of March 2, 1945. 

Existing project.—None. 

Plan of recommended improvement.—The comprehensive plan of 
improvement consists of about 34 miles of Federal channel improve- 
ment of Bayous Chevreuil, Citamon and Verrett as a major drainage 
outlet and about 45 miles of lateral canals to be constructed by local 
interests. 








Estimated cost.— 
Federal Non-Federal Total 
Survey report (January 19, 1953)__................--.---...-.- $627, 000 $945, 000 $1, 572, 000 
Revised estimate (January 1, 1956). .....................--..- 547, 000 822, 000 1, 369, 000 
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Local cooperation.—Provide all rights-of-way and easements neces- 
sary for construction; make alterations in utilities; construct approxi- 
mately 45 miles of lateral canals; hold and save the United States 
free from damages; maintain the completed project in operating condi- 
tion and free of obstructing vegetation; and make a cash contribution 
toward the Federal improvement of 29 percent of the actual cost of 
construction work for which the United States is responsible, an 
amount presently estimated to be $234,000. 

Project economics.— 




















Report Current 

(Jan. 1, 1956) 

I iiiahcsiscienicinnninhbectabeidaitinsepetuilinsecateiialennainthiannsnp atimeeitesicianiisn $76, 700 $69, 600 
Annual benefits: 

ICSE: GORRNNS BOTONOE oo vviiccncvncaccnecctcneheccceicthieeieueanebees 1 48, 000 63, 000 

PSE EEE ENED. accncnindavceosshcannddensiedohomsaanuonnabiciiee 1—8, 000 —10, 000 

ee CIN ii dicinwtitvinnhsantnre tn tivcinnmemitindnhniiaaiabeiaras 171,000 92, 000 

ak. oshGandeha ete dietinia nisin tad apeemneedighanionie mia anaes waarernae 1111, 000 145, 000 

RE Ee A Ee ere at sn et Pane et ee 1.45 208 





1 Based on projected prices. 


Remarks.—The committee notes that due to the urgent need for 
drainage facilities in the Bayou Chevreuil area, the State of Louisiana 
has contracted for and has underway a substantial part of the channel 
enlargement planned for the Federal project, amounting to about half 
of the total volume of dredging contemplated. The committee feels 
that the local interests should be given credit for all work accom- 
plished by them on tbe Federal project as part of the requirement for 
a cash contribution of 29 percent. Accordingly, the committee has 
included language in the bill to accomplish this. 


WOLF RIVER AND TRIBUTARIES, TENNESSEE AND MISSISSIPPI, 
FOR FLOOD CONTROL 


(Board of Engineers report April 25, 1956) 


Location.—W olf River rises in the hill areas of Tippah County, Miss., 
flows generally northwesterly about 117 miles and empties into the 
— River at mile 732.6 within the corporate limits of Memphis, 

enn. 

Report authorized by—House Committee on Public Works resolu- 
tion, March 5, 1952. 

Existing project—The Flood Control Act approved May 15, 1928, 
as amended, provides for flood protection of the alluvial valley. 
Applicable features relating to Wolf River are main stem levees on 
west bank of the Mississippi River and Memphis Harbor project. 
The River and Harbor Act, approved August 30, 1935, sroutdas for a 


channel 9 feet deep and 250 to 200 feet wide from the mouth to 
North Second Street, thence 125 feet wide to Hindman Ferry Road, 
a distance of about 5% miles. The Flood Control Act of August 28, 
1937, as amended, provides flood protection for industrial Memphis by 
floodwalls, levees, revetments cer 

about 9 miles along Wolf River. 


drainage structures, and extends for 
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Plan of recommended improvement.—Provides for realinement and 
enlargement of river channel as follows: an average depth of 18 feet 
with 65-foot bottom width between miles 38 and 16; average depth of 
24 feet by 70-foot width between miles 16 and 3.5, and an average 
depth varying from 25 to 35 feet by 100-foot width through a new 
diversion channel between mile 3.5 and the Mississippi River. An 
embankment with a crest width of 40 feet at elevation 230 mean sea 
level, 2,100 feet long, and having protected side slopes 1 on 3 will 
close the existing channel below the point of diversion. The lower 
3 miles of the tributary Fletcher Creek channel will be realined and 
enlarged to an average depth of 12 feet with 10-foot bottom width. 

Estimated cost.— 





Federal Non-Federal Total 











Report (1955) ........... . $1, 872, 000 $1, 061, 000 $2, 000 
Current (February 1956) .. 1, 932, 000 1, 095, 000 3, Oat 














Local cooperation: Furnish all lands, easements, and rights of way; 
hold and save the U. S. free from damages; maintain and operate 
works after completion; provide necessary alterations to bridges and 
abutments; provide necessary interceptor sewer and abatement meas- 
ures to eliminate pollution below the channel closure at mile 3.2; 
provide a cash contribution equal to 19 percent of the initial cost of 
other items, an amount presently estimated at $453,000; agree to 
elimination of navigation improvements provided in existing project 
above mile 3; and construct 50 percent of local drainage improve- 
ments recommended by United States Department of Agriculture. 

Project economics.— 





























Report Current 

Annual! charges... $117, 800 $121, 600 
Annual benefits: 

Flood damage prevented................... 48, 600 43, 500 

I I Oia a Na de 24, 000 24, 800 

ET He cis viseratinnitsinanatindiipectdadideshaebibiadiainidannate 79, 400 77, 200 

Total..... 152, 000 145, 500 

Benefit-cost ratio 1.29 1,20 











TRINIDAD DAM, PURGATOIRE RIVER, COLO. 
(H. Doc. 325, 84th Cong.) 


Location.—Purgatoire River about 4 miles above Trinidad, Colo. 

Report authorized by.—House of Representatives Common Flood 
Control resolution, Mar. 20, 1945. 

Existing project.—The Local Protection Project on Purgatoire River 
at Trinidad, Colo. was authorized by Flood Control Act of 1944. 


This antes has not been constructed and will not be necessary if the 
Trini od Dam is constructed. 

Plan of recommended improvement.—An earth fill dam 5,930 feet long 
with a maximum height of 208 feet. Reservoir capacity would be 
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140,700 acre-feet at top of flood control pool, of which 39,000 would 
be allocated to sediment, 55,000 to irrigation and 46,700 to flood 
control. 

Estimated cost.— 





| Federal Non- Federal Total 





Project document (1QG8) «. .. cick ccndijiscenbintbegisiwaas 


1 $16, 628, 000 $372, 000 $17, 000, 000 
Cee COREY TRIG os cnncndivediipsnstnadane <omulanaehickas 


1 16, 628, 000 372, 000 17, 000. 000 














1 Includes $8,732,000 to be reimbursed by irrigators in 70 years. 


Local cooperation.—Contribute 4.5 percent of that portion of first 
cost allocated to flood control. Maintain channel of Purgatoire 
River through Trinidad. Agree to repay the first cost allocated to 
irrigation, established as 51 percent of the total cost; contribute 
toward annual operation and maintenance amount equal to 54 percent 
of project operation and maintenance. 

Project economics.— 














Project Current 
document 

RR. cick et dacdhctinwhieatdvciaetinhvbsthshdnncdbasnats bales $552, 000 $552, 000 
Annual benefits: 

ReGnatiats C6 BONS GANG isn cd ccc scodanvctiinnitdewiiesertectrbeneren 249, 000 249, 000 

TICE WEEE TID oncanininpamenntienie nin cudhdutwn sedi a Eel ML BO 26, 000 26, 000 

io. Sa RE Paes Bee ASEM ebay SS RS ee IU ORE PB DESDE pe et eee 290, 000 200, 000 

Tn 13, 000 13, 000 

OC. co anatinntnncddauddendddthoimitheperdiidaitaniwnwanlales 12, 000 12, 000 

po | RRS cel ba RSL is ty OO a ct RING ER ST GER Ni So 590, 000 590, 000 

NAR CIE gine is sin ciuledecet tad nnnadeediiennasannnen 1.07 | 1,07 





Remarks.—After study of the recommendations in House Document 
325, 84th Congress, the committee concludes that in view of the flood 
threat and hazard to human life at Trinidad, Colo., the project should 
be authorized. 


WHITE RIVER AND TRIBUTARIES, MISSOURI AND ARKANSAS 
(District engineer’s report, December 12, 1951) 


Location.—Rises in northwestern Arkansas, flows north into Mis- 
souri, then southeast through Missouri and Arkansas to join the 
Mississippi River 583 miles above Head of Passes, La. 

Report authorized by.—Rivers and Harbors Committee resolution of 
January 24, 1939; Commerce Committee resolution of February 8, 
1939; House Flood Control Committee resolution of April 5, 1940; 
House Flood Control Committee resolution of October 8, 1945. 

Eristing project—Two navigation projects on White River; naviga- 
tion projects on the Black and Current Rivers; 14 local protection 
projects; a levee at Clarendon, Ark.; minor snagging and one 
projects on various tributaries; and a system of 9 reservoirs for floo 
control, power, and allied purposes. 

Plan of recommended improvement.—Modification of approved sys- 
tem of reservoirs in White River Basin to provide for power in con- 
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junction with flood control at Lone Rock Reservoir and addition of 
Gilbert Reservoir for flood control, power, and other purposes, at a 
total estimated Federal cost of $57,064,000. 

Remarks.—The committee feels that these projects are worthy 
adjuncts to the comprehensive plan and recommends adoption, by the 
Congress. 

EAU GALLE RIVER AT SPRING VALLEY, WIS. 


(S. Doc. 52, 84th Cong.) 


Location.—In west central Wisconsin and tributary to Chippewa 
River. 

Report authorized by.—Senate Committee on Commerce resolution, 
October 28, 1941. 

Existing project.—None. 

Plan of recommended improvement.—Provides for a retarding reser- 
voir with an uncontrolled discharge conduit and a concrete spillway 
chute at mile 30.3 immediately upstream from Spring Valley, channel 
improvement on Eau Galle River from the dam to a point below 
Spring Valley, and remedial works on the lower reaches of Mines and 
Burghardt Creeks, two small tributaries of the Eau Galle River at 
Spring Valley. Reservoir capacity 25,100 acre-feet below spillway 
crest. Dam is earth-fill structure with maximum height of 96 feet. 

Estimated cost.— 








| Federal | Non-Federal | Total 
sect | } 








Project document (August 1948) _...........-.2..--22.2 22... $5, O83, 700 $419, 200 $5, 900 
Current (January 1956) 6, 690, 000 544, 700 7 


502, 
, 234, 700 











Local cooperation.—Furnish all lands, easements, and rights-of-way 
for channel improvements and reservoirs; hold and save the United 
States free from damages; make all necessary highway, bridge, and 
utility alterations; maintain all channel improvement works; prevent 
encroachment in flood channels; and regulate construction of bridges 
and other structures crossing channels. 

Project economics.— 














Project Current 
document 
RO ise tc th - Ania baccbaecnunebaidelinbs besacsdbdcskeiina dk $225, 900 $266, 500 
DE LES Es A IE BPE IS $240, 240 $273, 480 
OE Oe oo iiconcck:< vein cdecdanbansesimacpicanbehestleli.tebbebek 1. 1.03 








MISSISSIPPI RIVER AT WINONA, MINN. 


(H. Doe. 324, 84th Cong.) 


Location.—In southeastern Minnesota on right bank of Mississippi 
River 725.5 miles above mouth of Ohio River. 

Report authorized by.—House Committee on Flood Control resolu- 
tions, September 18, 1944. 

Existing project.—None. 
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Plan of recommended improvement.—Provides for raising and 
strengthening about 32,700 feet of existing dike and levees; and 
constructing about 4,000 feet of new levee, 2 pumping stations, and 
related interior drainage works. 








Estimated cost.— 
Federal Non-Federal Total 
ot he tt gg: ee $1, 404, 800 1 $36, 800 $1, 441, 600 
ee 2 EE eae a 1, 620, 000 139, 600 1, 659, 600 














1 Non-Federal costs are relatively low because of prior acquisition of lands and rights-of-way for the exist- 
ing dikes and levees. 

Local cooperation Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the improvements (except improvements to lock and dam 
No. 5A dike); make changes to utilities, highways, and highway 
bridges including approaches; obtain legal control over pondage areas 
and prevent encroachment; contribute in cash 0.8 percent of Wedel 


cost ($11,600 at time of report and $13,100 based on January 1956 
price levels). 


Project economics.— 

















Survey report} Current 
a OE eS EERE NE SAECO ORE eee. NO we ee eat $56, 780 $65, 360 
Annual benefits: 
ES Ee Ew AR Od Se on Pte Nee EN Tepe Me EM Oe 75, 230 78, 990 
ir PRRININLE op cumimancatnnbuiuiesd alakidasindcocduaddseLadeewe ee 1, 260 1, 320 
ve a rar ete NE Ses ES PSR age te A BE Se TEA Is EES ENGI AE 76, 490 80, 310 
I rarieinictaindtthndns cnanditpicpdnbniamimiaginhaadsapden 1.35 L232 











Remarks.—The committee notes that the city of Winona alone 
has expended $211,500 to protect the area since the severe floods of 


1951 and 1952 and that a large part of this work will be incorporated 
in the Federal project. 


MINNESOTA RIVER, MINN., AT MANKATO AND NORTH MANKATO, MINN, 
(H. Doe. 437, 84th Cong.) 


Location.—In south central Minnesota on the Minnesota River 
about 105 miles above its mouth. 


Report authorized by.—Flood Control Act, June 22, 1936. 

Existing project.—None. 

Plan of recommenced improvement.—Provides for improvement of 
about 2 miles of river channel; raising, strengthening, and extendin 
existing levees in Mankato and North Mankato to obtain a floo 
barrier totaling about 5 miles in length; and construction of appro- 
priate interior drainage works and certain related features. 

Estimated cost.—Project report (January 1956): 
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Local cooperation.—Provides lands, easements, and rights-of-way; 
hold and save United States free from damages; maintain and operate 
works after completion; make necessary changes to utilities, highway, 
and highway bridges; obtain legal control of ponding areas and pre- 
vent encroachment; furnish pumps from existing pumping station; 
and contribute in cash or equivalent work an amount equal to 1.9 
percent of Federal gross first costs, presently estimated at $36,000 
(January 1956); remove at their own expense the remaining portion 
of the concrete dam near the mouth of Blue Earth River. 

Project economics.—Project report: 











pe ESSA Rea ae eee SRE ST See te | ee $81, 800 
Annual benefits: 
CY SES CEE En SO EA Ee ee we Se 121, 100 
pS EST, OLE ne = oT Oe A ee ee eT Tere ; 
TO a 124, 800 
OE. FIO ins o hree ends 6 one es etek bck ctcekian 1. 53 


Remarks.—The committee notes that the cities of Mankato and 
North Mankato have expended $209,000 for levees and appurtenant 
works since the damaging floods of 1951. This work only affords 
partial protection. The recommended construction is needed for 
adequate protection and is amply justified by the indicated benefit- 
cost ratio of 1.53 to 1.0. 


SHELBYVILLE RESERVOIR 


Location.—Shelbyville Dam is on the Kaskaskia River, about 
one-half mile upstream from Shelbyville, Ill., about 222 miles above 
the mouth of the Kaskaskia River. 

Report authorized by.—Flood Control Act approved June 28, 1938. 

Plan of recommended improvement.—Construction of earth dam 
across the valley floor, with reinforced concrete spillway, controlled 
tainter gates, and with service outlet works oon in spillway struc- 
ture. 

Estimated cost.—January 1954, $20,750,000. (Under current prices, 
cost is estimated at $22,825,000, or, in rounded figures, $23 million.) 

Local cooperation. ntributions for recreation and water supply. 
Data on exact amount of local cooperation which will be recommended 
are not yet available. An estimate based on latest information from 
the district and division engineers indicates the amount will be from 
15 to 25 percent of the total reservoir cost, or approximately $3 million 
to $6 million. 

Project economics.—January 1954: 

RI TN ssid iain dds edeeseRe Eide cece ee $825, 000 
DE I nis witht tee ha rbd bed éesearbutsc<cenuahin 1, 092, 000 
Benefit-cost ratio: Latest information indicates benefit-cost ratio will be a figure 

between 1.1 and 1.3. 

Remarks—The committee understands that the comprehensive 
plan for flood control in the Kaskaskia River Basin, which includes 
the authorized Carlyle Reservoir, would not be adequate without the 
Shelbyville Reservoir, and therefore recommends adoption of this 
project. 
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ROOT RIVER, MINN., AT RUSHFORD, MINN. 
(H. Doe, 431, 84th Cong.) 


Location.—Rushford is located in southeastern Minnesota at the 
confluence of Rush Creek and Root River about 35 miles above the 
junction of the latter stream with the Mississippi River. 

Report authorized by.—Flood Control Act, August 28, 1937. 

Existing project.—None. 

Plan of recommended improvement.—Provides for about 2% miles of 
levees along Root River and Rush Creek and about 1 mile of channel 
enlargement through the city, raising of 2 highway bridges and a 


footbridge at Rushford, and appropriate interior drainage facilities. 
Estimated cost. 




















Federal Non-Federal Total 
PE SEED CIEE BUN xn. catdncdcniadecodbovectusedcaeevons $735, 600 $109, 700 $845, 300 
ee Eee eee 796, 000 115, 200 911, 200 











Local cooperation.—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate works after completion; make necessary changes to utilities, 
highways, and highway bridges; furnish two existing sewage pumps; 
and obtain legal control over pondage areas and prevent encroachment. 

Project economics.— 





[Project report| Current 








AUG RII NG oa odd ish cate eng dd TOLER $32, 810 $35, 120 

Pe Ra Se a ee ae $37, 960 $38, 840 

| ee eer ere ANT! Mise roe 1.16 1 
Remarks. 





The plan of improvement as recommended by the Chief 


of Engineers will provide much needed flood protection for Rushford 
and is economically justified. 


BAD RIVER, WIS., MELLEN AND ODANAH AND VICINITIES 
(H. Doc. 165, 84th Cong.) 


Location.—In north central Wisconsin and tributary to Lake 
Superior. 

Report authorized by.—Flood Control Act, July 24, 1946, and Senate 

Committee on Commerce resolution, April 6, 1946. 
Existing project.—None. 

Plan of recommended improvement.—Provides for 2,000 feet of 
widened, deepened, and paved channel through developed area above 
Soo Line bridge at Mellen with 6,800 second-feet capacity (80 percent 
of project design flood) and for 7,300 feet of improved channel through 
the undeveloped area below Soo Line bridge with 4,000 second-feet 
capacity; and evacuation of flood plain at Odanah (involves 102 
buildings) exclusive of 9 Indian school buildings which would be raised 
above standard project flood stage. 


. 








ewetiwcr - cr ww = 
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Estimated cost.— 





Federal | Non-Federal Total 














Mellen: 
Project document (1953 price levels) ..............-......- $326, 800 $9, 100 $335, 900 
oa et R SERRE ae 390, 000 10, 000 400, 000 
Odanah: 
Pe bile hiicnndcccetebscunssucensesacea 435, 000 1, 000 436, 000 
CEE CAME MD Ranboseccostetascicnisiabidedecsas= 527, 000 5, 600 532, 600 





Local cooperation.—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; and maintain the 
improvements. In addition, at Mellen, prevent encroachments on 
rights-of-way and channel, and make changes to highway bridge 
approaches and utilities; and, at Odanah, prevent construction within 
flood plain and alter utilities at Indian school. 

Project economics.— 














Mellen Odanah 
Project doc- Current Project doc- Current 
ument ument 
py Sa ee ee $12, 855 $15, 120 $15, 870 $19, 300 
Annual benefits: Flood control....-..........-- $22, 200 $23, 7 $27, 010 $28, 600 
Benebt-coet Patio... .<ecccvccccnnsbigerekastbdeck 1.73 1, 57 1.70 148 














KALAMAZOO RIVER, MICH., AT KALAMAZOO 
(8. Doe. 53, 84th Cong.) 


Location.—The Kalamazoo River is located in the southern part of 
the lower peninsula of Michigan and has a total length of about 185 
miles from the headwaters to the mouth at Lake Michigan. The city 
of Kalamazoo is at mile 75. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, adopted June 24, 1947. 

Existing project.—None. 

Plan of recommended improvement.—Provides for a total of about 
10 miles of channel improvement of Kalamazoo River above, through 
and below the city of Kalamazoo, about 8,000 feet of channel improve- 
ment of Portage Creek (a tributary of Kalamazoo River) and a low 
flow control dam below the city of Kalamazoo to maintain the exist- 
ing low water stage through the city. 

Estimated cost.— 





Federal Non-Federal Total 














Project document (April 1955). .......--.-...----.----------+- $4, 871, 000 $709, 000 $5, 580, 000 
Current (January, 1066) < 24-2 oi once caine ances nedseadnnnnsdece 5, 358, 000 780, 000 6, 138, 000 





Local cooperation,—Usual minimum requirements and prevent en- 
croachments, make necessary utility alterations, raise buildings 
and roadways in the disposal areas to meet proposed grades, make a 
cash contribution equivalent to 5 percent of the first cost of Federal 


90015°—57 H. Rept., 84-2, vol. 4-70 
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construction, presently estimated at $282,800; and provided further 
that no Federal construction shall be initiated until pollution abate- 
ment measures at Kalamazoo, satisfactory to the State of Michigan, 
have been undertaken by local interests. 

Project economics.— 





Project docu-| Current 
ment 











inside sstpunb is Cnn ietparipinss ssid Aridbaatesbsanienko wate bditga did Aileen taestatiiin $217, 000 $238, 000 
Annual benefits: 

UNE Or GND 5 5c oct capndkecakassadadedcesieensenusenanill 233, 500 256, 800 

MN NB seis ctebnSanbiiendendicdsseectivdduddeviabasaatolcene 29, 000 31, 900 

DOU cde dindnbubddipeubbddcigasiaDiahecstrailecaseranecbie 262, 500 288, 700 

GTN CE, wctebentcccccdiensiinksasecunnieslobsunehanedas bataupanand 1.21 1.21 











SAGINAW RIVER, MICH. 


(H. Doc. 346, 84th Cong.) 


Location.—The Saginaw River Basin, comprising some 6,260 square 
miles is located in the east central portion of the lower peninsula of 
Michigan. 

Report authorized by.—Resolution, Committee on Flood Control, 
House of Representatives, adopted April 19, 1946. 

Existing projects.—None for flood control. 

Plan of improvements.—Provides for protective works at Franken- 
muth, Vassar, Flint, Corunna, Owosso, Midland and Shiawassee 
Flats (a large agricultural area immediately south of the city of 
Saginaw) and for major drainage improvements at Sanilac Flats 
(Middle and South Branches, Cass River). 

Estimated cost.— 


























Document (June 1953) Current (January 1956) 
Locality 
Federal Non- Total Federal Non- Total 
Federal Federal 

Sanilac Flats: 
Middle Branch.._........ $200, 300 $190, 710 $391, 010 $227, 200 $218, 600 $445, 800 
South Branch............. 781, 100 663, 180 1, 444, 280 892, 500 754, 000 1, 646, 500 
cthbdbbnehtiecnsiabeiaws 1, 113, 220 44,800 | 1,158,020 1,270,000 51, 000 1, 321, 000 
Frankenmuth. ............... 137, 300 29, 400 166, 700 156, 500 33, 500 190, 000 
ic Wisin aihegiacndcereecaamicuscoaanin 1, 643, 650 560,900 | 2,204,550 | 1,873, 800 639, 400 2, 513, 200 
COMIN 5. ida ici nice 26, 400 23, 600 50, 000 30, 100 26, 900 57, 000 
Ee ES Ere 232, 300 69, 000 301, 300 264, 800 78, 700 343, 500 
SERRE 1, 076, 150 80,950 | 1,157,100 | 1, 226,900 92, 200 1, 319, 100 
Shiawassee Flats.............. 8, 897,300 | 2,127,700 | 11,025,000 | 10,143,200 | 2,425,600 | 12, 568, 800 
NE  daiciinascabinisaisciabe) 14, 107,720 | 3,790,240 | 17, 897,960 | 16,085,000 | 4,319, 900 | 20, 404, 900 











Local cocperation.—Usual requirements with respect to flood control 
portions of the improvement to furnish lands and easements, hold 
and save the United States free from damages, and maintain and 
operate after construction, and to provide cash contributions of 
$164,600 for Middle Branch, Cass River; $547,000 for South Branch, 
Cass River; $18,900 for Flint; $25,000 for Midland and $380,900 for 
Shiawassee Flats, accomplish non-Federal construction in accordance 
with the various plans of improvement and establish a joint fish and 
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wildlife and flood control system of lateral reservoir regulation for 
Shiawassee Flats. 
Project economics.— 

















Document annual Current annual 
efits benefits 

Locality am nee Annual Benefit- 
arges cost ratio | charges cost ratio 

Dam- |Increased Dam.- |Increased 

ages | land use ages id use 

Sanilac Flats: 

Middle Branch........ $18,130 | $2,400 | $414, 600 3. 60 |$20, 700 | $2,200 | $377,300 3.02 
South Branch......... 65, 200 | 23,800 | 706, 100 3.00 | 74,400 | 21,700 | 642,600 2. 52 
Lf eek eewa esd eee EET ANS 43, 330 | 56,200 |.......... 1.30 | 49,440 | 64,000 {.........- 1.30 
Frankenmuth............. 6, 880 | 10,400 j.......... 1.51 | 7,850 | 11,900 |........-- 1.51 
Fist ssidedoutwodeeetickns 86, 180 |192, 000 1, 800 2.25 | 98,220 1195, 800 1, 900 2.01 
ey ply Pep 260 fee 1.46 | 2,580 . ?) eee ee 1.32 
OUR cingitsies<iensssnic 13, 130 | 18,200 j.......... 1.39 | 14,970 | 18,600 |......---. 12% 
MEMBERS. fcduscscicscns 45,710 | 62,500 3, 200 1.44 | 52,000 | 63, 800 3, 300 “1.29 
Shiawassee Flats.......... 443, 000 (310, 300 | ! 187, 900 1.12 |505, 000 |341,900 | 3 216, 900 1.11 
WOGGR ici, .ccangunusese 723, 820 |679, 100 |1, 313, 600 1.97 |825, 160 |723, 300 |1, 242,000 1.76 





























1 Includes fish and wildlife benefits of $152,700, 
aIncludes fish and wildlife benefits of $183,200. 


Remarks.—The committee notes that the Bureau of the Budget 
has requested that the letter of the Secretary of the Army transmitting 
the report to the Congress should contain proposed authorizin 
language stating the maximum amount of the costs allocated to fis 
and wildlife in the Shiawassee Flats project which should be borne b 
the Federal Government. The committee also notes that authori- 
zation of the Saginaw River project as recommended by the Chief of 
Engineers in his report will accomplish the desired allocation. The 
committee has considered the Saginaw River project at length and 
held extensive hearings. It considers that the project for Saginaw 
River as recommended by the Chief of Engineers including the dual 
purpose improvement for Shiawassee Flats is a worthy project which 
will yield benefits in excess of costs. 


FLOYD RIVER AND TRIBUTARIES, IOWA 
(H. Doe. 417, 84th Cong.) 


Location.—The Floyd River is located in northwest Iowa and is a 
left bank tributary of the Missouri River, joining the latter at 
Sioux City, Iowa. 

Report authorized by.—House Flood Control Committee resolution 
March 29, 1944. 

Existing project—There are no existing Corps of Engineers flood- 
control projects affecting the Floyd River. Sioux City in cooperation 
with the A, accomplished channel and levee improvements con- 
sisting of enlarging, straightening, and providing a reinforced concrete 
lining for approximately 1 mile of channel above the mouth and con- 
structing levees for approximately 5.5 miles. 

Plan of recommended improvements.—Straighten and enlarge unlined 
portion of existing channel to upper limit of project and construct 
earth levees along each bank; rebuild parts of concrete-lined portion 
of existing channel; construct an auxiliary riprapped partial diversion 
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channel; and alter existing bridges and provide new ones where neces- 
sary. 
Estimated cost.— 





Federal | Non-Federal Total 

















Project document (January 1955)... ..........-..........-...- $7,653,000 | 1 $3, 455,000 $11, 108, 000 
CE CINE BOID e og cnc cnccstencdsucscschcebsespecoumnn 8, 060, 000 1 3, 640, 000 11, 700, 000 
1 Includes cash contribution. 


Local cooperation.—Furnish lands, easements, and rights-of-way, 
including rights-of-way for temporary ponding of interior drainage or 
provision of pumps to remove interior drainage over the levees; make 
necessary highway and highway bridge and utility alterations; remove 
buildings and other structures from within the rights-of-way limits; 
and maintain and operate all works after completion in accordance 
with regulations prescribed by the Secretary of the Army. In addi- 
tion, local interests would also be contin to provide in cash 0.84 
percent of the total Federal first cost of the project (currently estimated 
to be $67,700) as recognition of the enhancement of land values which 
will result from construction of the project. 

Project economics.— 




















Current 
document 

RE Eo incnntinntisbinincindnnnelneianintagnsdviitatbamiaeahcnditeeilamiiineal $441, 000 $464, 500 
Annual benefits: 

I Gr SUE UNE, < naa >on oranaesaoetacdncongcanmmonsdocksbeusm 768, 400 783, 700 

Rs Sans ehwchned i ce cdbdb senda dbebtine 22, 000 22, 500 

Ai atte bde bis atiewedscliiedcckdscccntuase 790, 400 806, 200 

————— ——s 

pg ih a EEN Ea PTS LSA AR ALR LS. 1.79 1.74 








Remarks.—After study of the report on this om and testimony 


given in hearings, the committee concluded t 


at provision of flood 


reggae 300 at Sioux City is needed to prevent further loss of human 
ife and that the project should be authorized. 


BLACK VERMILLION RIVER AT FRANKFORT, KANS. 
(H. Doc. 409, 84th Cong.) 


Location.—F rankfort, Kans., is about 35 miles north of Manhattan, 
Kans., on the right bank of Black Vermillion River, a tributary of 
Big Blue River. 

port authorized by.—House of Representatives Committee on 
Public Works resolution, September 29, 1949. 

Existi "er one for flood control. The Tuttle Creek Reser- 

voir at full flood-control pool will extend upstream to just below 


Fran — The backwater effect on the recommended project is 
n " 

lan of recommended improvement.—About 10,000 linear feet of 
levee along east, south, and west sides of low-lying part of Frankfort, 
providing 3 feet of freeboard above the design flow of 43,000 cubic 
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feet per second; channel improvements include about 1,500 feet on 
Little Timber Creek and about 8,100 feet on Black Vermillion River; 
bridge alterations of Missouri Pacific Railroad over Little Timber 
Creek and Union Pacific Railroad, State Highway No. 99, and State 
Highway No. 9 over Black Vermillion River; gated drainage outlets 
through levee; and sanitary sewage pumping facilities. 

Estimated cost.— 





Federal Non-Federal Total 





Project document (May 1954).....................----...-.-.- $770, 000 $125, 000 $895, 000 
Campo’ (Fomeary 1006) & 6s o nine sdb iiiycinicmnienedsesbuniinass- 850, 000 140, 000 990, 000 














Local cooperation.—Furnish all lands, easements, and rights-of-way 
for construction of project; rights-of-way for temporary ponding of 
interior drainage; hold and save the United States free from damages; 
perform all necessary bighway alterations including raising of bridges 
and any necessary utility alterations other than storm and sanitar 
sewer lines; and maintain and operate the works in accordance wit 
regulations prescribed by the Secretary of the Army. 

roject economics.— 








Project Current 
document 
AG a ch La ee a Ak $35, 200 $38, 600 
Annual benefits: Reduction of flood damages................---....--.---..- $72, 450 $74, 700 
ONE Bron cenddesacosduchsccbokslessccusevuwssblanssbeucbantodoindan 2. 06 1% 











SALT CREEK AND TRIBUTARIES, NEBRASKA 
(H. Doc. 396, 84th Cong.) 


Location.—The Salt Creek Basin comprises an area of about 1,627 
square miles in southeastern Nebraska tributary to the Platte River. 
Salt Creek having a total length of about 52 miles, rises in the southern 
part of the basin in 2 branches, Olive Branch and Hickman Branch 
which join near Roca, Nebr., to form the main stem. Wahoo Creek 
which drains an area of about 475 square miles is the largest tributary. 

Report authorized by.—House Flood Control Committee resolution, 
June 21, 1944. 

rio ws project.—No existing Federal projects for flood control in 
the basin. 

Plan of recommended improvement.—A system of 12 reservoirs; and 
channel improvements or channel improvements and levees on Olive 
Branch, on Hickman Branch, at 3 locations on Salt Creek (1 of which 
is through Lincoln), on Wahoo Creek, and on lower reaches of major 
tributaries of Wahoo Creek. 














Estimated cost.— 
Federal Non-Federal Total 
Project document (December 1954) - $12, 683,000 | ' $1, 503,000 $14, 276, 000 
Current (J y 1956) 13, 314,000 1 1, 686, 200 15,000, 200 

















1 Includes cash contribution. 
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Local cooperation—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for the levee and channel 
improvements and perform all highway, highway bridge, and utility 
alterations required therefor, except raising and underpinning existing 
bridges; hold and save the United States free from damages due to the 
construction works; maintain and operate the levee and channel 
improvements and the permanent pools for fish and wildlife conserva- 
tion in the reservoirs, in accordance with regulations prescribed by the 
Secretary of the Army; assume all costs related to utilization of the 
permanent pools for recreational purposes, and insure public access 
to the pools; and pay an amount equal to 4.3 percent of the Federal 
cost of construction of the channel improvement and levee project 
through Lincoln, currently estimated at $86,200, which represents the 
appropriate local share of project costs attributable to higher utiliza- 
tion of property. 

Project economics.— 

















Project Current 
document 
Annual charges.................. $583, 500 $614, 000 
I I. ok otncinctecnntiniétssisnaiacsagentatnthnabartkaienAteees $935, 800 $966, 200 
IN siccittnsvescctnivinnatiniasiaiindinimnpasaiiapbiniinaniadnnial 1.60 1,57 








Remarks.—As a result of a study of this report and testimony given 
in hearings, the committee concluded that the plan of improvement 
jae is acceptable to all interested parties and should be author- 
ized. 


SALINE RIVER AND TRIBUTARIES, ILLINOIS 
(H. Doc. 316, 84th Cong.) 


Location.—Saline River lies in southeastern Illinois and is tributary 
to the Ohio River at a point about 114 miles above its mouth. 

ines authorized by.—Senate Committee on Public Works resolu- 
tion, March 9, 1948. 

Existing project.—Provides for local flood protection at Harrisburg, 
Ill., by means of levees, walls, pumping plants, and appurtenant works. 
Project was completed in 1951. 

Plan of recommended improvement.—Provides for clearing and 
enlargement of the channel of Saline River between mile 17.2 and 
mile 27.1, of the lower 31.0 miles of the North Fork Channel, and of 
the lower 12.2 miles of the Middle Fork Channel; and for clearing 


and cleaning of the lower 14.2 miles of the South Fork Channel. 
Estimated cost.— 





Federal Non-Federal Total 











Patisct Gomenel CIGD) os sccdcccccncnsccicnnccnsesisandamens $4, 756, 000 $1, 214, 000 970, 000 
te  ,, SSSR EERE 5, 272, 000 1, 346, 000 6, 618, 000 
Committee recommendation.......... ij 5, 970, 000 648, 500 6, 618, 500 











Local cooperation.—Contribute a part of the cost of construction to 
be performed by the United States; provide without cost to the 
United States all lands, easements, an shear’ bente necessary for 


construction of the project; replace 


way bridges and make 
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required utility alterations; hold and save the United States free from 
damages due to the construction works; and maintain the works 
after completion; contribute in cash $232,500. 

Project economics.— 





























Project Current 
document 

Annual charges. $258, 000 $286, 000 
Annual benefits: 

Reduction of flood damage... stale 230, 100 257, 700 

Increased land use. 115, 100 128, 900 

co Se oo 345, 200 386, 600 

ORR TREN. ce tiiicinntcccscebeistaeseeneedeiabisboidtincnmees 1.34 1.35 

















BRUSH CREEK AT PRINCETON, W. VA. 
(S. Doc. 122, 84th Cong.) 


Location.—Brush Creek Basin lies in Mercer County, in southern 
West Virginia. It is part of the Kanawha River drainage area. 
Princeton is located near the center of the basin. 

Report authorized by—Senate Committee on Public Works resolu- 
tion, June 1, 1948. 

Existing project.—There is no existing project for flood control at 
Princeton, W. Va. 

Plan of recommended improvement.—Provides for improvement of 
17,900 feet of channel of Brush Creek and lower 2,500 feet of channel 
of Christian Fork, and clearing and snagging of lower 1,500 feet of 
channel of Glady Fork; and includes ralroad: railroad bridge, high- 
way, highway bridge, sewer, and utility construction and alteration. 

timated cost——Project document (report price levels same as 
current prices) : 


PEE TAR SS aati bes Sr SE OP ee Ene np Ee ne $917, 000 
POON b tiicsnd CPLR Kaa E aR ede Auenaeaeneaaee 360, 500 
SU NU sol gs bie oh Xan o-ahanen de Acasa auc deta star ole sa aaa ee Dees ok end 1, 277, 500 


Local cooperation.—Provide without cost to the United States all 
lands, easements, rights-of-way, and spoil disposal areas necessary for 
construction of the project; hold and save the United States free from 
damages due to the construction works; maintain and operate the 
works after completion; bear the cost of highway, highway bridge, 
sewer, and utility alterations; bear the cost of railroad alterations 
except for the bridge crossings provided by the United States; con- 
tribute 3 percent of the cost of the construction work for which the 
United States is responsible; and take action necessary to restrict 
residential construction in the flood plain. The cash contribution is 
currently estimated at $28,500. 
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Project economics.—Report price levels same as current prices: 
Project 


document 
RRR GRR oi ion oS eee Gk A de SR $49, 000 
Annual benefits: 
en Ce NOON CERO 5 na cos onn das Gdseauduemens 82, 000 
RINNE WO town co ceaweone hemes Senne ate Ee 6, 400 
NES SSeS. eds ices alk Aces Dighie Rl weer cele Gk wwe cies 88, 400 
ODE OU SOUS oo oo. kd nc chmduinnenamodaeddameaenéanne 1. 80 


LAKE CHAUTAUQUA AND CHADAKOIN RIVER, JAMESTOWN, N. Y. 
(S. Doc. 103, 84th Cong.) 


Location —Lake Chautauqua is at the head of Chadakoin River in 
the Allegheny River Basin in southwestern New York. Jamestown is 
situated on Chadakoin River. 

Report authorized by.—Senate Committee on Commerce resolution, 
June 17, 1942. 

Existing project—Provides for improvement of channel of Chada- 
koin River at Jamestown, N. Y., between Boat Landing Bridge and 
Warner Dam, and seasonal regulation of Lake Chautauqua elevations 
by operation of Warner Dam. Construction has not been initiated. 

Plan of recommended improvement.—Provides for diversion of flood- 
waters to Lake Erie via divide cut and Little Chautauqua and Chau- 
tauqua Creeks; enlargement of Chadakoin River between Boat 
Landing Bridge and Warner Dam; and repair of Warner Dam. 
Project will reduce flood damages at Jamestown and permit mainte- 
nance of optimum lake levels. 

Estimated cost.— 





Federal Non-Federal Total 





Project document (1953) 


tos cosets ty aaa Gobie toakdnebaepdioaae wee bagi daa teases $4, 331, 000 $823, 000 $5, 154, 000 
Current (January 1956) 


© cacevecceccncccccecsusesccscecosscosse 4, 796, 000 911, 000 5, 707, 000 














Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; bear the expense of all necessary highway, utility, and sewer 
alterations, and necessary repairs to Warner Dam; hold and save the 
United States free from damages due to the construction works; main- 
tain and operate the works after completion; and establish and enforce 
regulations to prevent encroachment on the lake and streams involved. 

Project economics.— 





Project docu- Current 











ment 
IE iit en cncccidn tip ntinintichinianina nbcsininaiisinainidlaomdians $233, 000 $258, 000 
Annual benefits: ; 
Reduction of flood damage (net)... ....  Atbiadiiinina cidbselnsesatt apneiahorappiaaadgibianadeka 275, 000 305, 000 
Reduction of damage due to low lake levels.....................--..-..-- 23, 000 25, 000 
iiss catiticcKenminiateetancecedmion ee an a 298, 000 330, 000 
Benefit-cost ratio 1 





laa nestlaaiiionins iabealiesui Mattel eae ie 1.28 1.28 
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WEST BRANCH MAHONING RIVER RESERVOIR, OHIO 
(In accordance with the report of the Chief of Engineers) 


Location.—Mahoning River rises near Alliance, Ohio, flows through 
the heavily populated and industrialized areas of Youngstown and 
Warren, Ohio, and joins the Shenango River at New Castle, Pa., to 
form the Beaver River. The Beaver flows into the Ohio River, 25 
miles below Pittsburgh. 

Report authorized by.—House Public Works Committee resolution, 
adopted March 10, 1955. 

zisting project.—Provides for the Berlin and Mosquito Creek 
reservoirs for flood-control and allied purposes. 

Plan of recommended improvement.—Dam and reservoir on the West 
Branch about 10 miles above the mouth for flood control and low 
flow regulation. 

Estimated cost.—$14 million. 

Local cooperation.—Local cooperation will be required on the basis 
of pollution control, industrial water supnly and temperature control, 
and land enhancement benefits provided by the project. 

Project economics.— 


DE NG asin ts 5 cn hth seieted ing po dee mngce dem d tcemdnen de omen $570, 000 
BS EEE SEAS PIR, SEERA HES OPEN Se ee $650, 000 
a: MI sah rec ck et iher aici Gian aa aceasta decanter ena 4 


SANDY LICK CREEK AT BROOKVILLE, PA. 
(In accordance with the report of the Chief of Engineers) 


Location.—North Fork Creek and Sandy Lick Creek form Redbank 
Creek at Brookville, located in Jefferson County, Pa. 

Report authorized by.—Resolution of Committee on Public Works, 
House of Representatives, July 29, 1955. 

Eristing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
existing stream channels of North Fork, Sandy Lick, and Redbank 
Creeks to provide maximum practicable degree of protection against 
a flood magnitude of that of March 1936. The project includes 
channel excavation, a drop structure on the North Fork and treatment 
of the confluence of North Fork and Sandy Lick Creeks to form a 
smooth junction of flow and removal of a chain of piers and small 
islands in Redbank Creek. 

Estimate ‘ cost.—Project: 


POCO oooh cell ee Se we ease etwecceawe $1, 000, 000 
OT ES eS EA ae AE ne Cee ee 300, 000 
en ane Bice bx kb sn sock cad bahia etawia 1, 300, 000 


Local cooperation,—Local interests would be required to furnish 
lands, easements, and rights-of-way and hold and save the United 
States free from damage and make necessary utility changes; maintain 
and operate the project after completion. 

Project economics.— 


RI iain. i iG ei iia ciate dada bitabdeedadiaceens $50, 000 
pS SASL AL LE NE A Ae eee ee $67, 000 
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SACRAMENTO RIVER, CALIF., CHICO LANDING TO RED BLUFF 
(H. Doc. 272, 84th Cong.) 


Location Sacramento River rises in the Trinity Mountains near 
the Oregon border and discharges into the Pacific Ocean through San 
Francisco Bay. Distance along the river from Chico Landing to Red 
roga about 52 miles. Distance from Keswick Dam to Red Bluff is 
57 miles. 

Report authorized by.—Resolutions of Committee on Rivers and 
Harbors, House of Representatives, September 25, 1945; Committee 
on Public Works, United States Senate, June 1, 1948; and Flood 
Control Act, May 17, 1950. 

Existing project—Elements of the Sacramento River major and 
minor tributaries project, authorized by the Flood Control Act of 
1944, are located on certain tributaries in this reach of the river. 
The Sacramento River old project, authorized by the Flood Control 
Acts of 1917, 1928, and 1941, and the River and Harbor Act of 1937, 
provides for a system of levees, channel improvements, and bypass 
channels in the reach below Chico Landing. 

Plan of recommended improvement.—Extension of the existing Sacra- 
mento River flood-control project upstream to Keswick Dam for 
purposes of zoning the area between the dam and Chico Landing, 
and extension and modification of the flood-control project by the 
construction of bank protection and incidental channel improvements 
along Sacramento River between Chico Landing and Red. Bluff. 

Estimated cost.— 





| Federal | Non-Federal | Total 





PRCRONS GORENG CRUE) oc nccnccccunc cc cnceumctakeotsisuekeeee 


$1, 360, 000 $31, 000 
2 ae 7 =) ae 


1, 560, 000 36, 000 


$1, 391, 000 
1, 596, 000 














Local cooperation.—Furnish lands, easements, rights-of-way; hold 
and save the United States free from damages; and maintain the bank 
protection works in accordance with regulations prescribed by the 
Secretary of the Army. 

Project economics.— 














Project Current 
document 

IIIS 60a cris aiaeecodschnnicisbih ent naauags nateleaplen ainmikedabeaednes $71, 000 $81, 500 
Annual benefits: 

Teeemetion inn eretion GaenOOls 65 csscnc sek censveccecnsccoscecssawancoases 15, 000 10, 000 

Reduction in Geposition Gamage... ccccccacccevcccccencccuccccccccscecse 86, 400 90, 000 

Wain ciemsocomde chen debactsnds pesngubbnekie eee nne ena me 101, 400 100, 000 

TG SUNN... cnaciagncvenencqumipuasdiccicnidiaistcisentdtesbimbeondl 1,43 12 
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SANDY PRAIRIE AREA, EEL RIVER, CALIF. 
(In accordance with report of the Chief of Engineers) 


Location.—The Eel River is tributary to the Pacific Ocean near 
Fortuna and drains an area of about 3,630 square miles in northwestern 
California. 

Report authorized by.—House Public Works Committee resolution, 
July 29, 1953. 

isting project—Flood Control Act of 1936 authorized 2 miles 
of low levees near the mouth of Eel River to prevent a cutoff and about 
1 mile of retards in the lower 15 miles to prevent bank caving. No 
work has been done on this project. 

Plan of recommended improvement.—Provides for levee protection 
of the Sandy Prairie area near Fortuna, Calif., from a point near the 
railroad and highway ssoceing of Van Duzen River downstream on 
the right bank about 18,000 feet with suitable riprapped protection 
for about 5,700 feet of the river side of this levee. Protection is 
contemplated for a levee grade 3 feet above that of the 1955 flood. 
The proposal also includes provision of an internal-drainage structure. 

Estimated cost.—Current: 





ite ice dat ik io ote aidadeie aioe Wachee acne aaa $670, 000 
pS SE Saas eRe, SE, eee eee ene 238, 000 
ee re ae ee ale ah aia ware acess ae areiensaioe 908, 000 


Local cooperation —Local interests are required to furnish lands, 
easements, and rights-of-way and hold and save the United States 
free from damage and make necessary utility changes; maintain and 
operate the project after completion; and contribute toward the 
construction of the project, 22.5 percent of the total cost of construc- 
tion presently estimated at $194,000. 

Project economics.—Current: 


BRI BREIN is bo ite ctl AS dei ae aeE Satin Heo ud Ra doe ada cade $40, 800 
TE a aaa a ca a la an at cai penis ago niamice $46, 700 
A eben henge tet sorte) qeietlh Rphetigenhe pe teatnr aint ae 1.14 


Remarks.—The committee notes that, included in the total non- 
Federal cost of $238,000 is a cash contribution presently estimated 
at 22.5 percent of the construction cost or $194,000. However, the 
Chief of Engineers will make a further study of the local contribution 
and the committee desires that the cash contribution be based on the 
findings of the Chief of Engineers. 


WEBER RIVER BASIN, UTAH 
(H. Doe. 158, 84th Cong.) 


Location.— Weber River rises in the Uinta Mountains in eastern 
Utah and flows northwesterly about 135 miles through the Wasatch 
Mountains to Great Salt Lake. 

Report authorized by.—Flood Control Act, June 28, 1938. 

Existing project.—No projects for flood control have been authorized 
or constructed by the Corps of Engineers. A multiple-purpose 
project, currently under construction by the Bureau of Reclamation, 
involves several reservoirs to be operated in part for flood control. 





ee 
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Plan of recommended im ment.—Provides for construction of 
approximately 5 miles of levee, bank protection where required, 
approximately 12 miles of clearing and snagging, channel improve- 
ment in the city of Ogden, and removal of 2 diversion dams in Ogden. 
This work will supplement flood control obtainable from the multiple- 
purpose reservoirs of the Bureau of Reclamation’s Weber Basin 
project. 

timated cost.— 











Federal Non-Federal Total 
Project document (January 1954)-.............-.........-...-- $470, 000 $105, 000 $575, 000 
CometemS COGN TONED. one nic snccgsccbisncnsesccacdtachubet 520, 000 115, 000 635, 000 














Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; hold and save the United States free from dam- 
ages; make necessary road, bridge, and utility relocations; remove the 
Hooper and Plain City Dams from the Weber River when no longer 
needed; maintain the improved channel and preserve or restore and 
thereafter maintain all other channels downstream from the existing 
and authorized reservoirs to the capacities prevailing in 1952. 

Project economics.— 


























Project Current 
document 

DBE NG hich aiddiinn di cindblbncbtnedin cd dbnhinndidddbua tl Sadis{ secured bled $41, 000 $46, 000 
Annus! benefits: TH] 
Sraiuptien 00 Reet Geen on ois a cides becedd dene cdoapbbencctoun 58, 000 58, 000 
ND SE Oi oc ie sunsvcansipncnpacsdautenneastasanphessekedebenanein 2, 000 2, 000 
gee renee eleonenet e Rnt hep ee Sraen Prien ne La eat ie ely RS oan ee 60, 000 | 60, 000 
SR I isopod oectncatceccckerceu suscouecnstdsenshbaeansanae acme 1.45 | 1. 30 





BUCHANAN RESERVOIR, CHOWCHILLA RIVER, CALIF. 
(H. Doe. 367, 81st Cong.) 


Location.—The Chowchilla River rises in the Sierra Nevadas near 
the southern end of Yosemite National Park and flows southeasterly 
about 70 miles to San Joaquin River. 

Report authorized by.—Flood Control Act, June 22, 1936, as amended 
by Flood Control Act, June 28, 1938. 

Existing project—No existing Federal flood-control projects on 
Chowchilla River. Normal flows are used for irrigation without 
storage regulation. 

Plan of recommended improvement.— Provides for construction of a 
dam on Chowchilla River, about 20 miles upstream from the city of 
Chowchilla, to create a reservoir with a gross storage capacity of 
70,000 acre-feet for flood control and irrigation. 

Estimated cost.— 





Federal Non-Federal Total 








Project document (May 1948) $7, 247,000 0 
Current (January 1956). ..... 10, 900, 000 0 
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Local cooperation.—Local interests are to pay for conservation use 
of the reservoir. 
Project economics.— 























Project doc- Current 
ument 

RO ink tbinddicchnstihitndecetgiiinttndiidndniatinginantinnizabacninintin $333, 100 $458, 000 
Annual benefits: 

ReneS Or CNN Eh lass cgiscddccdsctsensiactasospauaeahavaussane 108, 000 324, 000 

pe DO CR tsb inte bhp ase ob oibinds and scecdcnebassebiedees 15, 000 0 

SE cinatbivide icintaledikmbGalghbeate iinet yanes seus uneangnaiendnliaiinidial 232, 000 409, 000 

I i a a i ee eed 355, 000 733, 000 

IN i a 1.07 | 1. 60 





Remarks.—A substantial portion of the Federal cost of $10,900,000 
for construction of the reservoir will be repaid by local interests for 
conservation use of the reservoir. 


HIDDEN RESERVOIR, FRESNO RIVER, CALIF. 
(H. Doe. 367, 81st Cong.) 


Location.—Fresno River rises in the Sierra Nevadas near the 
southern end of Yosemite National Park and flows southwesterly 
about 90 miles to San Joaquin River. 

Report authorized by.—Flood Control Act, June 22, 1936, as amended 
by Flood Control Act, June 28, 1938. 

Existing project—No existing Federal flood-control projects on 
Fresno River. Normal flows are used for irrigation without storage 
regulation. 

Plan of recommended improvement.—Provides for construction of an 
earthfill dam and auxiliary dikes on Fresno River about 16 miles 
upstream from the city of Madera to create a reservoir with a gross 
storage capacity of 90,000 acre-feet. 














Estimated cost.— 
Federal Non-Federal Total 
Project document (May 1048)... ................-...........-- $8, 367, 000 0 $8, 367, 000 
CEE CONOR SU oc nnandsencsnpetiaedeucsénensesous 12, 500, 000 0 12, 500, 000 








Local cooperation.—Local interests are to pay for conservation use 
of the reservoir. 
Project economics.— 



































Project Current 
document 

Annual charges $364, 700 $496, 000 
Annual benefits: 

Reduction of damages. ...........-. ae 112, 000 444, 000 

Increased land use.............-....- ad 30, 000 0 

celebadaetoncedubtadebesshededassbe 268, 000 ' 476,000 

Total 410, 000 920, 000 

Benefit-cost ratio. 1.12 1.85 
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Remarks.—A substantial portion of the Federal cost of $12,500,000 
for construction of this project will be repaid by local interests for 
conservation use of the reservoir. 


SAMMAMISH RIVER, WASH. 
(H. Doc. 157, 84th Cong.) 


Location.—Sammamish River has its origin in Sammamish Lake and 
flows northwesterly 15 miles to Lake Washington which discharges into 
Puget Sound through the Lake Washington ship canal. Sammamish 
Lake is located about 11 miles east of Seattle, Wash. 


Report authorized by.—House Flood Control Committee resolution, 
May 2, 1946. 


Existing project.—None. 

Plan of recommended improvement.—Provides for a major drainage 
improvement by enlarging the Sammamish River channel from 
Sammamish Lake to Lake Washington. Depths would be increased 
an average of 3 feet, and widths would be increased from an average 
of about 15 feet to a range of 20 to 40 feet. 

Estimated cost.— 

















| Federal Non-Federal Total 
Pen nest WG 5c. dibs hl SE $825, 000 $404, 000 $1, 229, 000 
CE LOUIOEY TUNG)... a dnicckudadmecneccenecescedsmanbiowte 825, 000 404, 000 1, 220, 000 





Local cooperation.—Furnish lands, easements, and rights-of-way; 
assume maintenance of completed channel; make necessary alterations 
to highway, foot, and farm bridges; contribute at least 21 percent of 
first cost of items usually performed by Federal Government, esti- 
mated currently at $220,000. 

Project economics.— 














Project Current 
document 

I a, achat dba aac nite i hetaiigniinc s unbiakabeolniane teed $49, 800 $49, 800 
Annual benefits: 

Sete I I a ee ee 51, 300 49, 400 

Increased net agricultural returns......................-...--..--.----.-- 52, 200 49, 200 

PEIN as hais sl ocicemailns ell ath wein tccptbaiinidis pipeuamanaecoaimamndeled omens 103, 500 98, 600 

Re Ms iii ced wanna ncinacaicrbnusatethke itn ibiidinninkeaiad deuniaeweni 2.08 3 gs 











FAIRBANKS FLOOD-CONTROL PROJECT, ALASKA 
(H. Doe. 137, 84th Cong.) 


Location.—F airbanks, in central Alaska, lies along both banks of 
the Chena River and is 3 miles from the Tanana River some 10 miles 
above the confluence of Chena River and Tanana River. Ladd Air 
Force Base is located adjacent to Fairbanks on the east. 

Report authorized by.—Section 11 of the Flood Control Act, July 24, 
1946, section 204 of the Flood Control Act of 1948, section 208 of the 


Flood Control Act of 1950, and the Flood Control Act approved 
July 24, 1946, 
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Existing project—Waters flowing into the Chena River from the 
Tanana River above Fairbanks were diverted back to the Tanana 
River by a dike about 3 miles long. Construction was completed in 
1945. ‘Total expenditures were $557,000. 

Plan of recommended improvement.—Provides for earth fill dam, 
control works, a 200-foot bottom-width diversion channel 5.2 miles 
long, and a levee 12 miles long and approximately 8 feet high to divert 
flood flows from Chena River into the Tanana River above Fairbanks. 

Estimated cost.— 





Federal Non-Federal Total 





Project Goonmant (T0G1) oo icncnccccewccscssscoceseccesasccens $7, 652, 000 $659, 000 $8, 311, 000 
Current Gannary 1006) « .ccccccccnscssscccsccecssicsccssccccee 9, 727, 000 840, 000 10, 567, 000 

















Local cooperation.—Contribute $30,000 annually toward the main- 
tenance and operation costs of the flood-control improvements, furnish 
all lands, easements, and rights-of-way at an estimated cost of $470,000, 
and make a cash contribution of 3.5 percent of the total cost of the 
project presently estimated to be $370,000. 

Project economics.— 











Project 
document Current 

Annual charges: 
OS EPPS SACRE CANE = ALD. ee ae. Se ee eC Oe! $326, 000 $414, 500 
PO UNE ace cncacnndsccesecanqonnstnerbenehhpaaetenseqescouneddnbans 53, 800 60, 500 
III i aac acca ela hc oats cpiniints Abidin tet icine dattGnatise ats telat 379, 800 75, 000 
Annual benefits: Reduction and prevention of flood damages............-..- 607, 600 772, 600 
EPG TOME a 5 cacnkdscccantcesncodjeccuangaededsninarenaboospageebtiasane 1.60 1.63 














INCREASES IN MONETARY AUTHORIZATIONS FOR 
COMPREHENSIVE RIVER BASIN PLANS 


Congress, in the Flood Control Acts of 1936 and 1938, approved 
comprehensive plans for the development of many of the river basins 
throughout the Nation in the interest of flood control, navigation, 
hydroelectric power development, and other allied water uses. Al- 
though the approval extended to the entire plan in each case, the 
authorization of funds was limited to the anticipated appropriations 
for the next several years. In subsequent acts, Congress approved 
plans for additional river basins and also increased the monetary 
authorizations for those basins previously authorized to the extent 
needed to provide for appropriations. Te has been customary to 
include increases in authorizations, where needed, in each of the 
omnibus bills. 

The committee requested the Chief of Engineers to analyze each 
comprehensive river basin plan that was subject to a monetary limita- 
tion with a view to determining which plans would require additional 
monetary authorization. In order to arrive at a figure it is necessa 
to consider the interval between this bill and the next omnibus bill, 
which has been assumed as 3 years. Making an allowance for the 
time required in the normal bidgeting processes, this means that the 


total of the balance of authorization now available in each basin plus 
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the additional authorization recommended should be sufficient to 
cover possible appropriations mea the fiscal year 1960. 

The river basin plans ie darby ditional monetary authorizations 
and the amounts are as follows: 


Comprehensive River Basin plans 
(Estimates rounded to nearest million) 
{In millions of dollars} 





Appropria- | Estimated | Additional 
Estimated Available [tionsthrough| additional |authorization 

















River basin cost monetary fiseal year <n ey et recommended 
authorization 1957 tions, 1 {by committee 
years 1958-60 
Conmecthettts..c<cccccescscecesss 184 73 43 43 13 
Hartwell Reservoir, Savannah 
. ERAS RE eee eres 94.3 50 4 80.3 4.3 
Central and southern Florida... 120 43 38 45 40 
, | ee 333 169 150 76 57 
LY Mississippi..............- 354 44 37 21 
issouri_. 1, 789 834 717 317 200 
Sacramento 127 19 3 33 7 
ES CEES ERSTE 79 16 ll 18 13 
Kaweah and Tule............... 33 4 29 23 
it TR 5 oc cckcimdcesencce 380 210 193 61 44 
OY ESS 54 30 of] 3 
CI: icadenddtmninceiscoanne 1, 663 463 392 183 112 
Total additional authori- 
zation recommended by 
Se cbsicdls Sntnmecdceulecnneninnaeows aaa oi 592.3 




















Section 204.—This section would authorize Federal participation, 
to the extent of flood-control benefits only, in the proposed multiple- 
urpose Oroville Dam and Reservoir to be constructed on the Feather 
River by the State of California. This kind of participation does not 
set a precedent since similar authorizations have been granted before, 
notably in connection with Cherry Valley Reservoir in California and 
Markham Ferry in Oklahoma. The committee has been careful to 
include in the authorizing language safeguards which will protect the 
interest of the United States. These principal safeguards are: 

(a) The actual amount of Federal contribution shall be determined 
by the Secretary of the Army in cooperation with the State of Cali- 
fornia and shall be subject to a finding by the Secretary of the Army 
of economic justification for the flood-control allocation. 

(b) Prior to the Federal contribution an agreement must be reached 
between the Federal Government and the State, assuring that the 
reservoir will be operated so as to produce the flood-control benefits 
upon which the allocation is predicated. 

(c) Operation of the dam for flood control shall be in accordance 
with rules prescribed by the Secretary of the Army in accordance with 
existing law, which is similar to other dams not under the jurisdiction 
of the Corps of Engineers but having flood-control benefits for which 
operating rules are prescribed. 

(d) The rate of contribution on an annual basis during the construc- 
tion period shall not exceed an amount which reflects the relative value 
of the flood-control portion in comparison to the total cost. 

(e) The authority is limited to 2 years, and if construction is not 
undertaken within that period, the authority shall cease. 
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Section 205.—This section would permit the Corps of Engineers to 
incorporate, in reservoirs to be constructed by the corps, storage for 
low-flow augmentation under certain conditions and with certain 
restrictions. This is a much needed provision to permit the optimum 
development of the Nation’s water resources and will correct the 
present situation which sometimes results in the construction of 
reservoirs which do not take full advantage of the potentiality of the 
stream flow. 

Section 206.—This section provides for survey investigations for 
flood control and allied purposes at various localities. An explanation 
of a change in procedures is given in section 105. 

Section 207.—This increase in basin authorization is to provide for 
the continuation of work under the comprehensive Missouri River 
Basin plan within the jurisdiction of the Bureau of Reclamation of the 
Department of the Interior. Since the authorization of the Missouri 
River Basin plan in the Flood Control Act of 1944, it has been cus- 
tomary to include increased monetary authorizations for the Corps of 
Engineers. Testimony on this matter was heard from representa- 
tives of the Department of the Interior which fully justified the need 
for increased authorization so that appropriations for the work already 
approved by Congress can continue to be made. 

Section 208.—This is the same language as contained in section 105, 
except that it applies to reports on flood control and allied purposes 
instead of navigation reports. 

Section 209.—This section is for citation and reference purposes. 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES ' Report 
2d Session No. 2640 





GREAT PLAINS CONSERVATION PROGRAM 





Juty 7, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooxey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 11833] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 11833) to amend the Soil Conservation and Domestic Allot- 
ment Act and the Agricultural Adjustment Act of 1938 to provide for 
a Great Plains conservation program, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this bill is to implement the program for rehabilita- 
tion of the agriculture of the Great Plains by authorizing contracts 
of not to exceed 10 years between the Secretary of Agriculture and 
farmers and ranchers of the area under which the farming operations 
of the area will progressively be established on a soil- and water- 
conservation basis with substantial assistance from the Federal Gov- 
ernment. The bill authorizes appropriations of not to exceed $150 
million for carrying out the program with the restriction that payments 
for any years shall not exceed $25 million. 

Enactment of the legislation was recommended by the Department 
of Agriculture in an executive communication dated May 24, 1956, 
copy of which appears below. Pursuant to the executive communica- 
tion bills were introduced by Mr. Cooley, of North Carolina, the 
committee chairman (H. R. 11831), and by Mr. Hope, of Kansas 
(H. R. 11833). Hearings were held jointly on the two bills and wit- 
nesses from the Department of Agriculture and the major farm 
organizations appeared in support thereof. ‘There were no witnesses 
opposed to the bi. 

Following consideration of the bills in executive session, Mr. Coole 
moved that the bill introduced by Mr. Hope (H. R. 11833) be pleted 
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2 GREAT PLAINS CONSERVATION PROGRAM 


PROVISIONS OF THE BILL 


The provisions of the bill will apply to farms and ranches in counties 
designated by the Secretary as susceptible to serious wind erosion 
in the following 10 States: Colorado, Kansas, Montana, Nebraska, 
New Mexico, North Dakota, Oklahoma, South Dakota, Texas, and 
Wyoming. Within the designated area the Secretary of Agriculture 
will be authorized to make contracts of not to exceed 10 years with 
agricultural producers for the gradual adoption in an orderly manner 
of changes in their cropping systems and land use which are needed 
to conserve the soil and water resources of their farms and the area 
generally. The termination date of such contracts shall be not later 
than December 31, 1971. 

Each contract will be based upon a plan of farming operations and a 
schedule of proposed changes in cropping systems and land use de- 
signed to bring into operation deairabte conservation practices and 
adapt the farming operations to a system best designed to protect the 
farm or ranch from erosion and deterioration by natural causes. In 
the contract the producer will agree to carry out the program in ac- 
cordance with the plan and schedule agreed upon, and not to adopt 
any practice specified as tending to defeat the purpose of the contract: 
and to forfeit all rights to further payments, and refund to the United 
States all payments or grants received under the contract, upon a 
substantial violation thereof or upon transfer of the producer’s right 
and interest in the farm or ranch, unless the transferee agrees to 
assume the obligations of the contract. 

In return for such agreement by the producer, the Secretary will 
agree to share the cost of carrying out the conservation practices set 
forth in the contract. Evidence presented to the committee was that 
the proposed Government share of the cost will average approximately 
80 percent. The bill also provides, under circumstances detailed in 
the Department’s letter, for preserving farm “history” of allotted 
crops during the transition period. 

The bill authorizes to be appropriated without fiscal year limitation 
a maximum of $150 million for the entire program, exclusive of admin- 
istrative costs, but provides that not to exceed $25 million of such 
funds may be expended on the program in any one year. The special 
program authorized in the bill is to be in addition to, and not in sub- 
stitution of, other programs in the area, such as the ACP program, 
the Soil Conservation Service program, or the Soil Bank. 


VOLUNTARY PROGRAM 


It is the specific understanding and intention of the committee in 
reporting favorably on this legislation that the program herein 
authorized is to be completely voluntary and that no pressure or 
coercion of any kind is to be exercised on farmers and ranchers in 
order to persuade them to enter into this program. Spokesmen for 
the Department of Agriculture assured the committee unequivocally 
that the program would be carried out on an entirely voluntary basis. 

By a.‘‘voluntary basis’? the committee means that the farmer or 
rancher shall not only be free to enter into or not to enter into the 
contracts authorized by this act but that no pressure shall be put on 
him, either directly or indirectly, by the Department of Agriculture 
in order to influence his decision. Participation in the program herein 
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GREAT PLAINS CONSERVATION PROGRAM 3 


authorized is not to be made a consideration in the granting of FHA 
loans or extending any other type of agricultural credit, in the making 
of acreage allotments, nor in the administration of any other program 
of the Department of Agriculture. 


EXECUTIVE COMMUNICATION 


Following is the executive communication from the Department of 
Agriculture recommending enactment of this legislation and explaining 
the application of the proposed program. 

May 24, 1956. 
The SPEAKER, 
House of Representatives. 


Dear Mr. Speaker: Under date of January 11, 1956, the President 
submitted to you a program for the Great Plains. In conformity with 
this message we are transmitting proposed amendments to section 16 
of the Soil Conservation and Domestic Allotment Act and section 334 
of the Agricultural Adjustment Act of 1938 which are designed to 
assist in accomplishing the purpose indicated by President Eisen- 
hower in his message. I recommend passage of these amendments. 

The purpose of these amendments is to round out and make avail- 
able a sounder and more workable approach to Federal cost sharing in 
meeting the conservation problems.on individual farms and ranches of 
the Great Plains. They would authorize the Secretary of Agriculture 
to formulate and announce a conservation program for that area and 
to enter into 10-year contracts with farm and ranch operators to 
terminate not later than December 31, 1971. Under these contracts 
producers would agree to a schedule of land-use adjustment and the 
necessary conservation measures which should be carried out in 
connection with such shift. The contract would provide for the 
carrying out in orderly progression over a period of years changes in 
their cropping systems and land uses which are needed to conserve 
the soil and water resources on their farms and ranches and to install 
the soil and water conservation measures needed under such changed 
systems and uses. The Secretary would agree to provide cost sharing 
for the carrying out of specified conservation measures which are a 
necessary part of the land-use adjustment. 

The proposed program would differ from the regular ACP in that 
the contract would assure the necessary cost sharing assistance over 
a period of years long enough to complete the land-use adjustment. 
The contract would require the producer to render satisfactory per- 
formance in making the land-use adjustment and the application of 
the needed conservation measures. 

The proposed program would differ from the soil-bank program in 
that it is aimed at obtaining a shift in land use rather than a reduc- 
tion in production. It is designed to encourage a permanent shift in 
land use in the Great Plains taking into consideration the conditions 
which are peculiar to that area. The contract would give the pro- 
ducer assurance of the cost-sharing assistance needed to complete 
the conservation work in an orderly progression. No annual or 
rental-type payment is provided under this program but the producer 
would be permitted to utilize for grazing purposes the land established 
in vegetative cover under the contract, consistent with good range 
management. Cost-sharing assistance under this program would be 
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available for conservation measures on land being shifted and also 
on other land on the farm if the conservation measures are a necessary 
part of the land-use adjustment. 

In the Great Plains area there are about 12% million acres of crop- 
land estimated to be unsuited for continuous crop production and 
which should be devoted to permanent vegetative cover. Of this 
amount we estimated that about 10 million acres would be on farms 
and ranches which are potential cooperators under this program 
which would require about $112 million of cost-sharing assistance. 
(This is based on 80 percent of the estimated acreage cost of $14 per 
acre.) In addition to seeding this area, certain range practices, such 
as livestock watering facilities may need to be installed. 

In this area it is estimated that there are about 200 million acres of 
privately owned range and noncrop pastureland. Due to continued 
cron and concurrent damages from wind erosion, a relatively 
small acreage has become so badly depleted as to need range restoration 
measures. It is estimated that about 6 million acres of this land will 
need to be reseeded at a total cost of $30 million (based on 80 percent 
of the estimated total cost of $6.25 per acre), in order to bring it back 
to normal productive capacity. In addition to seeding this area 
certain range practices, such as livestock watering facilities may need 
to be installed. It is estimated that the corollary measures to be 
installed on cropland and rangeland would involve the Federal ex- 
penditure of about $8 million. Thus the total cost of the program 
proposed herein would be about $150 million. 

It is estimated that total payments for any one program year will 
not be in excess of $25 million. 

Since neither the Department nor the farm and ranch operators in 
the area have had any experience in this longtime ‘‘contract’’ ap- 
proach, it is extremely difficult to make accurate estimates of the 
extent of participation or of the cost of administration. We have, 
therefore, attempted to keep our estimates on the conservative side. 
They may later need to be revised if experience dictates. 

The authority requested in these amendments is predicated on a 
continuation of the ACP as presently authorized and the enactment 
of the soil-bank program as submitted. Otherwise this proposal 
would need to be revised in order to adequately meet the problems in 
the Great Plains area. 

This proposal provides that in instances where any wheat producer 
is unable to seed his full wheat allotment due to unfavorable weather, 
he may, by notifying the county committee prior to December 1 
where only winter wheat is produced or prior to June 1 in the spring 
wheat area, including those areas where both spring and winter wheat 
are grown, request that credit be given for seeding his full acreage 
allotment. If the county committee determines that the full allot- 
ment was not seeded because of the unfavorable weather, then the 
wheat allotment established for such farm will be considered as the 
planted acreage of wheat in establishing future State, county, and 
farm acreage allotments. 

Regulations issued by the Secretary for each of the past several 

ears provide for relief to farmers who are prevented from seeding 
Leenties of unfavorable weather. This bill would provide legislative 
assurance to farmers of such adjustments instead of their having to 
rely on regulations issued by the Secretary of Agriculture. 
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In addition, the bill would allow for the maintenance of wheat 
history on farms where no wheat is produced due to unfavorable 
weather, which would insure that any farm for which an allotment 
was established would retain its ‘old farm” status for any future 
wheat allotment program. Under existing law a farm on which no 
wheat is seeded during the preceding 3 years must be considered as a 
“new” wheat farm. 

A producer could not claim the above privilege if he desired to 
obtain a reduction in the storage amount of any previous crop of 
wheat thro underplanting the farm wheat acreage allotment or 
through ucing less than the normal production of the farm 
acreage allotment. 

Many producers maintain that present legislation encourages 
farmers to plant their full wheat acreage allotment each year in order 
to preserve their historical acreage. Under the proposed amendment 
farmers would in effect be excused from planting if unfavorable 
weather conditions prevailed at the time of their normal seeding 
season. 

Ph proposed legislation has also been sent to the President of the 
nate. 

The Bureau of the Budget advises that it has no objection to the 
submission of the proposed legislation. 

Sincerely yours, 


True D. Morse, Acting Secretary. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed tahe omitted is enclosed in black 
brackets, new matter is printed io italic, and existing law in which no 
change is proposed is shown in roman): 


Sor, ConsERVATION AND Domestic ALLOTMENT Act, aS AMENDED 
e * * os s e * 


Sec. 16. (a) The obligations incurred for the purpose of carrving 
out, for any calendar year, the provisions of sections 7 to 14, inclusive, 
of this Act shall not exceed $500,000,000. 

(6) Notwithstanding any other provision of law— 

(1) the Secretary is authorized, within the amounts of such 
appropriations as may be provided therefor, to enter into contracts 
of not to exceed ten years with producers in the Great Plains area 

etermined by him to have per for the contract period of the farms 
or ranches covered thereby. Such contracts shall be designed to assist 
farm and ranch oo to make, in orderly progression over a 
pervod of years, changes in their cropping systems and land uses 
which are needed to conserve the soil and water resources of their 
farms and ranches and to install the soil and water conservation 
measures needed under such changed systems and uses. Such con- 
tracts shall be in effect during the period ending not later than 
December 31, 1971, on farms and ranches in counties in the Great 
Plains area of the States of Colorado, Kansas, Montana, Nebraska, 
New Mezico, North Dakota, Oklahoma, South Dakota, Texas, and 
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Wyoming, designated by the Secretary as susceptible to serious wind 
erosion by reason of their soil types, terrain, and climatic and other 
factors. The producer shall furnish to.the Secretary a plan of 
farming operations which incorporates such soil and water conserva- 
tion practices and principles as may be determined by him to be 
practicable for maximum mitigation of climatic hazards of the area 
in which the farm is located, and which outlines a schedule of pro- 
posed changes in cropping systems and land use and of the conserva- 
tion measures which are to be carried out on the farm or ranch during 
the contract period to protect the farm or ranch from erosion and 
deterioration by natural causes, Under the contract the producer 
shall agree— 

(t) to effectuate the plan for his farm or ranch substantially 
in accordance with the schedule outlined therein unless any 
requirement thereof is waived or modified by the Secretary pur- 
suant to paragraph (8) of this subsection; 

(zz) to forfeit all rights to further payments or grants under 
the contract and refund to the United States all payments or 
grants received thereunder upon his violation of the contract at 
any stage during the time he has control of the farm if the 
Secretary determines that such violation is of such a nature as 
to warrant termination of the contract, or to make refunds or 
accept such payment adjustments as the Secretary may deem 
appropriate if he determines that the producer’s violation does 
not warrant termination of the contract; 

(tii) upon transfer of his right and interest in the farm or 
ranch during the contract period to forfeit all rights to further 
payments or grants under the contract and refund to the United 
States all payments or grants received thereunder unless the 
transferee of the farm or ranch agrees with the Secretary to 
assume all obligations of the contract; 

(tv) not to adopt any practice specified by the Secretary in 
the contract as a practice which would tend to defeat the pur- 
poses of the contract; 

(v) to such additional provisions as the Secretary determines 
are desirable and includes in the contract to effectuate the pur- 
poses of the program or to facilitate the practical administration 
of the program. 

In return for such agreement by the producer the Secretary shall 
agree to share the cost of carrying out those conservation practices 
set forth in the contract for which he determines that cost-sharing 1s 
appropriate and in the public interest. The portion of such cost 
(uncluding labor) to be shared shall be that part which the Secretary 
determines is necessary and appropriate to effectuate the physical 
installation of the conservation measures under the contract; 

(2) the Secretary may terminate any contract with a producer by 
mutual agreement with the producer if the Secretary determines that 
such termination would be in the public interest, and may agree to 
such modification of contracts previously entered into as he may 
determine to be desirable to carry out the purposes of the program or 
facilitate the practical administration thereof; : 

(3) insofar as the acreage of cropland on any farm enter into the 
determination of acreage allotments and marketing quotas under the 
Agricultural Adjustment Act of 19388, as amended, the cropland 
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acreage on the farm shall not be decreased during the period of any 
contract entered into under this subsection by reason of any action 
taken for the purpose of carrying out such contract; 

(4) the acreage on any farm which is determined under regulations 
of the Secretary to have been diverted from the production of any 
commodity subject to acreage allotments or marketing quotas in order 
to carry out the contract entered into under the program shall be con- 
sidered acreage devoted to the commodity for the purposes of establish- 
ing future State, county, and farm acreage allotments under the 
Agricultural Adjustment Act of 1938, as amended; 

(5) in applying the provisions of paragraph (6) of Public Law 
74, Seventy-seventh Congress (7 U.S. C. 1340 (6)), relating to the 
reduction of storage amount of wheat, any acreage diverted from the 
production of wheat under the program carried out under this sub- 
section shall be regarded as wheat acreage; 

(6) the Secretary shall utilize the technical services of agencies 
of the Department of Agriculture in determining the scope and provi- 
sions of any plan and the acceptability of the plan for effectuating 
the purposes of the program. In addition the Secretary shall take 
into consideration programs of State and local agencies, including 
Soil Conservation Districts, having for their purposes the objectives 
of maximum soil and water conservation; 

(7) there is hereby authorized to be appropriated without fiscal 
year limitation, such sums as may be necessary to carry out this 
subsection: Provided, That the total cost of the program (excluding 
administrative costs) shall not exceed $150,000,000, and for any 
program year payments shall not exceed $25,000,000. The funds 
made available for the program under this subsection may be ex- 
pended without regard to the maximum payment limitation and small 
payment increases required under section 8 (e) of this Act, and may 
be distributed among States without regard to distribution of funds 
formulas of section 15 of this Act. The program authorized under 
this subsection shall be in addition to, and not in substitution of, 
other programs in such area auéiorized by this or any other Act. 





AGRICULTURAL ApJUSTMENT AcT oF 1938, AS AMENDED 


+ * * * * . * 

Suc. 334. ° * * 

(q) If the county committee determines that any producer is prevented 
from seeding wheat for harvest as grain in his usual planting season 
because of unfavorable weather conditions, and the operator of the farm 
notifies the county committee not later than December 1 in any area where 
only winter wheat is grown, or June 1 in the spring wheat area (including 
an area where both spring and winter wheat are grown), that he does not 
intend to seed his full wheat allotment for the crop year because of the 
unfavorable weather conditions, the entire farm wheat allotment for such 
year shall be regarded as wheat acreage for the purposes of establishing 
future State, county, and farm acreage allotments: Provided, That if any 
producer on a farm obtains a reduction in the storage amount of any 
previous crop of wheat by reason of underplanting the farm wheat acreage 
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allotment pursuant to paragraph (6) of Public Law 74, Seventy-seventh 
Congress (7 U. S. C. 1840 (6)), or by reason of producing less than the 
normal production of the farm wheat acreage allotment pursuant to 
section $26 (b) of this Act, this provision may not be made applicable to 
such farm with respect to the crop of wheat for which the farm acreage 
allotment was established. 
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MILITARY CONSTRUCTION ACT OF 1956 





Juty 7, 1956.—Ordered to be printed 





Mr. Vinson, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 9893) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 9893) to 
authorize certain construction at military installations, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


TITLE I 


Sec. 101. The Secretary of the Army may establish or develop military 
installations and facilities by acquiring, constructing, converting, re- 
habilitating, or installing permanent or temporary public works, including 
site preparation, appurtenances, utilities and equipment, for the following 
projects: 

Instve tHe Unirep Srares 


TECHNICAL SERVICES FACILITIES 


(Ordnance Corps) 


Aberdeen Proving Ground, Maryland: Training and storage facili- 
ties, $147,000. 

Jet Propulsion Laboratory (California Institute of Technology), Cali- 
fornia: Research and development facility, $143,000. 

Pueblo Ordnance Depot, Colorado: Maintenance facility, $2,142,000. 

Seneca Ordnance Depot, New York: Utilities, $88,000. 
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Umatilla Ordnance Depot, Oregon: Storage facilities, $258,000. 

Redstone Arsenal, Alabama: Maintenance facilities, training facili- 
ties, family housing and utilities, $6,159,000. 

White Sands Proving Grounds, New Mexico: Utilities, $693,000. 


(Quartermaster Corps) 


Atlanta General Depot, Georgia: Operational facilities, and mainte- 
nance facilities, $832,000. 

Columbia Quartermaster Center, South Carolina: Administrative 
facility, $98,000. . 

Fort Worth General Depot, Texas: Operational facilities, mainte- 
nance facilities, land acquisition, and utilities, $1,285,000. 

New Cumberland General Depot, Pennsylvania: Maintenance facili- 
ties, $631,000. 

Sharpe General Depot, California: Maintenance facilities, $655,000. 


(Chemical Corps) 


Army Chemical Center, Maryland: Troop housing, community 
facility, and operational facility, $889,000. 
Camp Detrick, Maryland: Storage facilities and utilities, $913,000. 
Dugway Proving Ground, Utah: Research and development facilities 
and utilities, $867,000. 
(Signal Corps) 


Fort Huachuca, Arizona: Troop housing, maintenance facilities, 
storage facilities, administrative facility, and utilitres, $6,856,000. 


(Corps of Engineers) 


Fort Belvoir, Virginia: Storage facility, training facility, operational 
facilities, maintenance facilities, research and development facilities, and 
utilities, $492,000. 

(Transportation Corps) 


Fort Eustis, Virginia: Operational facility, maintenance facility, and 
utilities, $1,231,000. 
(Medical Corps) 


Walter Reed Army Medical Center, District of Columbia: Research 
and development facility and community facility, $4,209,000. 


FIELD FORCES FACILITIES 
(First Army Area) 


Fort Devens (Camp Wellfleet), Massachusetts: Land acquisition, 
$302,000. 

Fort Diz, New Jersey: Training facility, $54,000. 

Oswego, New York: Training facilities and land acquisition, $583,000. 

Fort Totten, New York: Troop housing, storage facilities, and utilities, 
$1,212,000. 
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(Second Army Area) 


Fort Knor, Kentucky: Maintenance facilities, and community facili- 
ties, $1,698,000. 

Fort George G. Meade, Maryland: Operational facilities, maintenance 
facilities, medical facility, troop housing, and utilities, $5,885,000. 

South Park Military Reservation, Pennsylvania: Administrative facil- 
ity, storage facilities, and utilities, $190,000. 


(Third Army Area) 


Fort Benning, Georgia: Administrative facilities, maintenance facili- 
ties, communications facilities, and community facilities, $422,000. 

Fort Bragg, North Carolina: Administrative facilities, operational 
facility, and utilities, $645,000. 

Charlotte Armed Forces Induction Station, North Carolina: Admin- 
istrative facility, $302,000. 

Fort McClellan, Alabama: Troop housing, training facility, and com- 
munity facility, $397,000. 

Fort Rucker, Alabama: Operationa! facilities, maintenance facilities, 
training facilities, storage facilities, administrative facilities, trailer site 
facilities, land acquisition, and utilities, $7,300,000. 


(Fourth Army Area) 


Fort Bliss, Teras: Training facilities, maintenance facilities, admin- 
istrative facilities, troop housing, community facilities, and utilities, 
$5,301 000. 

Fort Hood, Texas: Community facilities, maintenance facilities, and 
storage facilities, $2,457 000. 

ort Sill, Oklahoma: Training facilities, $4,178,000. 


(Fifth Army Area) 


Fort Carson, Colorado: Storage facilities, administrative facilities, 
troop housing, training facilities, and land acquisition, $3,258,000. 

Fort Benjamin Harrison, Indiana: Troop housing, $140,000. 

Fort Leavenworth, Kansas: Communications facilities and troop 
housing, $1,092,000. 

Fort Riley, Kansas: Administrative facilities, community facilities, 
troop housing, and utilities, $1,519,000. 

Saint Louis Support Center, Missouri: Administrative - facility, 
$3,346,000. 

(Sizth Army Area) 


Fort Lewis, Washington: Community facilities, training facilities, 

maintenance facilities, family housing, and utilities, $3,022,000. 
‘ort Ord, California: Maintenance facility and community facility, 

$223,000. 

United States Disciplinary Barracks, California: Community facility, 
$197,000. 

Yuma Test Station, Arizona: Troop housing, research and development 
facility, and storage facility, $1,520,000. 
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(Military District of Washington) 
Fort McNair, D. C.: Academic facilities, $4,111,000. 


(Armed Forces Special Weapons Project) 
Various installations: Utilities, $478,000. 


(Tactical Site Support Facilities) 


Various locations: Administrative facilities, maintenance facilities, 
storage facilities, and land acquisition, $8,506,000. 


Oursipe THE Unirep Srares 
(Alaskan Area) 
Ladd Air Force Base: Troop housing and maintenance facilities, 
$1,688,000. 
Fort Richardson: Storage facilities, $2,333,000. 


Whittier: Storage facilities and training facilities, $2,849,000. 
Wildwood Station (Kenai): Storage facility, $352,000. 


(Far East Command Area) 


Okinawa: Storage facilities, operational facilities, 
facilities, medical facilities, and utilities $540,000. 

Korea: Maintenance facilities, storage facilities, port facilities, com- 
munity facilities, improvements to buildings and utilities, $6,000,000. 


maintenance 


(Pacific Command Area) 


Alimanu Military Reservation, Hawati: Land acquisition, $148 000. 

Helemano, Hawaii: Community facility, land acquisition and utilities, 
$136,000. 

Schofield Barracks, Hawaii: Family housing and land acquisition, 
$2,668 000. 


(Caribbean Command Area) 


Panama Canal Zone: Sewage disposal system for Army, Navy and 
Air Force facilities, $1,060 000. 


(United States Army, Europe) 


Various locations: Operational facilities, maintenance facilities, com- 
munity facilities, storage facilities, training facilities, administrative 
facilities, medical facilities, troop housing, and utilities, $17,994,000. 

Sec.102. The Secretary of the Army may establish or develop classified 
military installations and facilities by acquiring, constructing, converting, 
rehabilitating, or installing permanent or cemporary public works, in- 
cluding land acquisition, site preparation, appurtenances, utilities and 
equipment, in a total amount $200,783 ,000. 

Sec. 103. (a) Public Law 161, geese Congress, is amended 
with respect to Fort Jay, New York, under the heading ‘‘ConTIN ENTAL 


Unirep Srares” and subheadings “FieLp Forces FaAciLiries (First 
Army Area)” in section 101, by striking out “$731,000” and inserting 
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in place thereof “$1,081,000”, and in clause (1) of section 502, by 
striking out “$224,927,000” and “$533,904,900” and inserting in place 
thereof ‘$225,277 ,000” and “$534 ,254,000"’, respectively. 

(6) So much of section 401 of Public Law 534, Eighty-third Congress, 
as reads ‘‘ Adak Station, Alaska: Operational Facilities (including troop 
housing), $70,000” is amended to read “Adak Station, Alaska: Opera- 
tional facilities (including troop housing), $180,000" and clause (4) of 
section 502 thereof is amended by striking the fiqure “$462,600” and 
inserting in place thereof “$572,600"’. 

Sec. 104. The Secretary of the Army shall make all necessary studies, 

contract or otherwise, to determine an appropriate site for the reloca- 
ton of the San Jacinto Ordnance Depot, Tecas; such studies to be com- 
pleted by January 31, 1957. Expenditure of $25,000 out of appro- 
= available to the Department of the Army is authorized for 
such studies. 


TITLE II 


Sec. 201. The Secretary of the Navy may establish or develop military 
installations and facilities by acquiring, constructing, converting, reha- 
bilitating, or installing permanent or temporary public works, including 
site preparation, appurtenances, utilities and equipment, for the follow- 
ing projects: 

Insipe tHe Unirep Srares 


SHIPYARD FACILITIES 


Naval shipyard, Boston, Massachusetts: Replacement of pier, and 
plans and specifications for drydock facilities, $7,332,000. 

Naval shipyard, Charleston, South Carolina: Dredging equipment, 
$148,000. 

Naval minecraft base, Charleston, South Carolina: Operational 
facilities, personnel facilities, training facilities, maintenance facilities, 
storage facilities, community facilities, security facilities, and utilities, 
$7,902,000. 

Naval shipyard, Long Beach, California: Facilities for remedying 
effects of ground subsidence and wateriront facilities, $5,984,000. 

Navy underwater sound laboratory, New London, Connecticut: 
Research and development facilities and land acquisition, $304,000. 

Harbor defense base, Norfolk, Virginia: Personnel facilities $300,000. 
‘ Sopeel shipyard, Norfolk, Virginia: Utilities and land acquisition, 

244,000. 

Navy mine defense laboratory, Panama City, Florida: Medical facili- 
ties, $84,000. 

Naval shipyard, San Francisco, California: Plans and specifications 
for drydock facilities, $1,300,000. 

Naval industrial reserve shipyard, Tampa, Florida: Land acquisi- 
tion, $200,000. 


FLEET BASE FACILITIES 


Naval station, Key West, Florida: Utilities, $927,000 "= 

Naval station, Long Beach, California: Waterfront facilities, 
$2,256,000. 

Naval station, New Orleans, Louisiana: Utilities, $226,000. 

Naval station, Newport, Rhode Island: Waterfront facilities, personnel 
facilities, community facilities and utilities, $11,672,000. 
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Naval station, Norfolk, Virginia: Personnel facilities, $2,844,000. 
Naval station, Orange, Texas: Flood-protection facilities, including 
land acquisition, $265,000. 


AVIATION FACILITIES 
(Naval Air Training Stations) 


Naval auriliary landing field, Alice-Orange Grove, Texas: Airfield 
pavements, $2,242,000. 

Naval aucriliary air station, Chase Field, Teras: Personnel facilities, 
operational facilities, community facilities, station and aircraft mainte- 
nance facilities, and utilities, $2,247,000. 

Naval air station, Glynco, Georgia: Airfield pavements, personnel 
facilities, aircraft maintenance facilities, training facilities, fuel pipeline 
and storage facilities, and land acquisition, $4,003,000. 

Naval auriliary air station, Kingsville, Teras: Personnel facilities, 
training facilities, aircraft maintenance facilities, community facilities, 
and utilities, $2,610,000. 

Naval air station, Memphis, Tennessee: Fuel storage facilities and 
aircraft maintenance facilities, $511,000. 

Naval auriliary air station, Meridian, Mississippi: Site preparation, 
utilities, plans and specifications for jet aircraft training facilities, and 
land acquisition, $8,231,000. 

Naval air station, Pensacola, Florida: Community facilities and 
plans and specifications for waterfront facilities, $347,000. 

Naval auciliary air station, Whiting Field, Florida: Land acquisition, 
$13,000. 

(Fleet Support Air Stations) 


Naval air station, Alameda, California: Aircraft maintenance 
facilities, $2,675,000. 

Naval air station, Atlantic City, New Jersey: Navigational aids and 
land acquisition, $421,000. 

Naval auriliary air station, Brown Field, California: Personnel 
facilities and utilities, $778,000. 

Naval air station, Brunswick, Maine: Personnel facilities, airfield 
pavements, station maintenance facilities, community facilities, and 
storage facilities, $3,738,000. 

Naval air station, Cecil Field, Florida: Aircraft maintenance facilities, 
personnel facilities, storage facilities, operational facilities, training 
facilities, community facilities, and utilities, $4,052,000. 

Naval air station, Chincoteague, Virginia: Aircraft maintenance 
facilities, $170,000. 

Naval auxiliary air station, Edenton, North Carolina: Aircraft and 
station maintenance facilities, airfield pavements, fuel dispensing 


facilities, operational facilities, administrative facilities, personnel 
facilities, communications facilities, community facilities, and utilities, 


$13,926,000. 

Naval auriliary air station, El Centro, California: Aircraft mainte- 
nance facilities, and land acquisition including not to exceed $660,000 to 
be paid to Imperial County, California, to partially defray the county’s 
cost in relocating the Niland-Blythe Road, $831,000. 

Naval auxiliary air station, Fallon, Nevada: Training facilities, air- 
craft maintenance facilities, community facilities, and land acquisition, 
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except none of the authorization for land acquisition pertaining to the 
Black Rock area shall apply unless the Secretary of Defense shall resurvey 
the entire requirement, including the possible use of other Government- 
contrelled lands in the State of Nevada and the possibility of joint Navy- 
Air Force utilization of existing facilities, and the Secretary of Defense 
shall certify to the Armed Services Committees of the Senate and House of 
Representatives that the acquisition oj the Black Rock extension is essen- 
tial to meet the Navy's training requirements, $8,304,000. 

Naval air facility, Harvey Point, North Carolina: Airfield pavements, 
waterfront facilities, fuel storage and dispensing facilities, navigational 
aids, aircraft and station maintenance facilities, utilities, and land 
acquisition, $6,009,000. 

Naval air station, Jacksonville, Florida: Navigational aids, opera- 
tional facilities, and land acquisition, $2,380,000. 

Naval air station, Key West, Florida: Aircraft maintenance facilities, 
$170,000. 

Naval air station, Lemoore, California: Plans and specifications for 
development of master jet aircraft facilities, and land acquisition, 
$10,089,000. 

Naval air station, Miramar, California: Personnel facilities, opera- 
tional facilities, training facilities, ordnance facilities, land acquisition, 
and obstruction removal for flight clearance, $8,835,000. 

Naval air station, Moffett Field, California: Land acquisition, $89,000. 

Naval air station, Norfolk, Virginia: Aircraft maintenance facilities, 
$170,000. 

Naval air station, North Island, San Diego, California: Airfield 
pavements ordnance and ammunition storage facilities, aircraft main- 
tenance facilities, waterfront facilities, operational facilities, navigational 
aids, and land acquisition, $13,072,000. 

Naval air station, Oceana, Virginia: Aircraft maintenance facilities, 
personnel facilities, operational facilities, community facilities, training 
facilities, ordnance facilities, open storage facilities, security facilities, 
utilities, and relocation of Coast Guard facilities, $5,286,000. 

Naval air station, Quonset Point, Rhode Island: Aircraft maintenance 
facilities, and navigational aids, $2,753,000. 

Naval auriliary air station, Sanford, Florida: Aircraft maintenance 
facilities, airfield pavements, personnel facilities, and utilities, $6,926,000. 

Naval air station, Whidbey Island, Washington: Utilities, $149,000. 


(Marine Corps Air Stations) 


Marine Corps auxiliary air station, Beaufort, South Carolina: Air- 
craft and station maintenance facilities, administrative facilities, medical 
facilities, personnel facilities, training facilities, operational facilities, 
covered and cold storage facilities, community facilities, fuel dispensing 
facilities, and utilities, $17,384,000. 

Marine Corps air station, Cherry Point, North Carolina: Aircraft 
maintenance facilities, $170,000. 

Marine Corps air station, El Toro, California: Aircraft maintenance 
facilities, administrative facilities, airheld pavements, storage facilities, 
ammunition storage facilities, medical facilities, training facilities, per- 
sonnel facilities, operational facilities, and utilities, $6,863,000. 

Marine Corps duriliary air station, Mojave, California: Aircraft main- 
tenance facilities, airfield pavements, personnel facilities, training facili- 
ties, community facilities, fuel storage and dispensing facilities, land 
acquisition, and utilities, $12,556,000. 
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(Special Purpose Air Stations) 


Naval air development center, Johnsville, Pennsylvania: Plans and 
specifications for research and development facilities, $693,000. 

Naval air station, Lakehurst, New Jersey: Research and development 
facilities and equipment maintenance facilities, $6,438,000. 

Naval air station, Patuxent River, Maryland: Aircraft maintenance 
facilities and research and development facilities, $475,000. 

Naval air missile test center, Point Mugu, California: Waterfront 
facilities, fuel dispensing facilities, aircraft maintenance facilities, and 
community facilities, $1,682,000. 

Naval air turbine test station, Trenton, New Jersey: Research and 
development facilities, $128,000. 


SUPPLY FACILITIES 


Naval supply depot, —— Utah: Utilities, $149,000. 
PP an supply depot, Newport, Rhode Island: Storage facilities, 
000. 
Naval supply center, Oakland, California: Utilities, $50,000. 
PR rane supply depot, Seattle, Washington: Replacement of seawall, 


MARINE CORPS FACILITIES 


Marine Corps supply center, Albany, Georgia: Storage facilities, 
personnel facilities, maintenance facilities, community facilities, and 
utilities, $1,742,000. 

Marine Corps supply center, Barstow, California: Operational facili- 
ties, maintenance facilities, personnel facilities, administrative facilities, 
and community facilities, $3,436,000. 

Marine Corps base, Camp Lejeune, North Carolina: Personnel facili- 
ties, administrative facilities, training facilities, community facilities, 
medical facilities, storage facilities, and utilities, $5,092,000. 

Marine Corps Recruit Depot, Parris Island, South Carolina: Per- 
sonnel facilities, administrative facilities, storage facilities, training facili- 
ties, community facilities, and utilities, $4,266,000. 

Marine Corps base, Camp Pendleton, California: Utilities, boat basin 
facilities, and land acquisition, $3,429,000. 

Marine Corps cold weather battalion, Bridgeport, California: Utilities, 
$294,000. 

Marine Corps training center, Twentynine Palms, California: Com- 
munity facilities and land acquisition, $1,165,000. 

Marine Corps supply forwarding annex, Portsmouth, Virginia: 
Security facilities, $91,000. 

Marine Corps schools, Quantico, Virginia: Training facilities, am- 
munition storage and ordnance facilities, community facilities, and utili- 
ties, $2,178,000. 

Marine Corps recruit depot, San Diego, California: Personnel facilities 
and community facilities, $1,679,000. 


ORDNANCE FACILITIES 


Naval ammunition depot, Bangor, Washington: Ordnance facilities, 
$1,100,000. 
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Naval ammunition depot, Charleston, South Carolina: Ordnance 
facilities, $404,000. 

Naval ordnance test station, China Lake, California: Research and 
development facilities, aircraft maintenance facilities, airfield pavements 
and fuel storage and dispensing facilities, $6,028,000. 

Naval ammunition depot, Earle, New Jersey: Ordnance facilities, 
$600,000. 

Naval ammunition depot, Fallbrook, California: Ammunition storage 
and ordnance facilities, $1,584,000. 

Naval ammunition depot, Hingham, Massachusetts: Ammunition 
storage and ordnance facilities, $993,000. 

Naval ammunition and net depot, Seal Beach, California: Ordnance 
facilities, $2,176,000. 

Naval mine depot, Yorktown, Virginia: Ammunition storage and 
ordnance facilities and utilities, $3,480,000. 


SERVICE SCHOOL FACILITIES 


Naval Academy, Annapolis, Maryland: Earthwork and land acquisi- 
tion, $7,469,000. 

Naval training center, Bainbridge, Maryland: Personnel facilities, 
training facilities, and utilities, $6,569,000. 
sume receiving station, Brooklyn, New York: Personnel facilities, 

Naval amphibious base, Coronado, California: Training facilities, 
personnel facilities, and utilities, $5,660,000. 

Fleet air defense training center, Dam Neck, Virginia: Personnel 
facilities, $237,000. 

Naval training center, Great Lakes, Illinois: Personnel facilities, and 
training facilities, $8,413,000. 


MEDICAL FACILITIES 


Naval hospital, Creat Lakes, Illinois: Medical facilities, $12,730,000. 
Ppa hospital, Portsmouth, New Hampshire: Hospital elevator, 
7,000. 
COMMUNICATIONS FACILITIES 


Naval radio station, Cheltenham, Maryland: Communications facili- 
ties, personnel facilities, and utilities, $2,489,000. 

Naval radio station, Maine: Utilities and land acquisition, $2,450,000. 

Naval communication station, San Francisco, California: Communi- 
cations facilities and personnel facilities, $2,029,000. 

Naval communication station, Seattle, Washington: Communications 
facilities, $45,000. 

Naval radio station, Winter Harbor, Maine: Communications facili- 
ties, $83,000. 


OFFICE OF NAVAL RESEARCH FACILITIES 


Naval research laboratory, District of Columbia: Plans and specifi- 
cations for research and development facilities $1,300,000. 
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YARDS AND DOCKS FACILITIES 


Public works center, Norfolk, Virginia: Utilities and land acquisition, 
$443,000. win 

Naval construction battalion center, Port Hueneme, California: 
Replacement of wharf, and storage facilities, $2,581,000. 


Ovrsipe THE Unirep STares 
SHIPYARD FACILITIES 


Naval ship repair facility, Subic Bay, Philippine Islands: Water- 
front facilities, $1,637,000. 

Naval base, Subic Bay, Philippine Islands: Utilities at Olongapo, 
flood control and drainage facilities and community facilities, $9,378,000. 


FLEET BASE FACILITIES 


Naval station, Adak, Alaska: Operational facilities, and laundry and 
dry cleaning facilities, $2,351,000. | 
Naval station, Guantanamo Bay, Cuba: Utilities, $680,000. 


AVIATION FACILITIES 


Naval air station, Atsugi, Japan: Airfield pavements, aircraft main- 
tenance facilities, fuel storage facilities, personnel facilities, and utilities, 
$1,961,000. 

Naval air station, Barber’s Point, Oahu, Territory of Hawaii: Per- 
sonnel facilities and aircraft maintenance facilities, $870,000. 

Naval air station, Cubi Point, Philippine Islands: Personnel facilities, 
$1,264,000. 

Naval air station, Guantanamo Bay, Cuba: Aircraft maintenance 
facilities, personnel facilities, communications facilities, family housing, 
community facilities, and utilities, $4,572,000. 

Naval air station, Iwakuni, Japan: Aircraft maintenance facilities, 
airfield pavements, dredging, navigational aids, and fuel storage facilities, 
$1,704,000. 

Marine Corps air station, Kaneohe Bay, Oahu, Territory of Hawaii: 
Aircraft maintenance facilities, airfield pavements, and operational 
facilities, $1,045,000. 

Naval air facility, Port Lyautey, French Morocco: Aircraft mainte- 
nance facilities, and family housing, $1,401,000. 

Naval station, Roosevelt Roads, Puerto Rico: Aircraft maintenance 
facilities, airfield pavements, fuel storage facilities, ordnance facilities, 
personnel facilities, medical facilities, and utilities, $4,470,000. 

Naval air station, Sangley Point, Philippine Islands: Airfield 
pavements, breakwater, and personnel facilities, $3,811,000. 


SUPPLY FACILITIES 


Naval station, Adak, Alaska: Replacement of fuel storage facilities, 
$5,000,000. 

Naval station, Argentia, Newfoundland: Fuel storage facilities, 
$1,599,000. 
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Naval supply depot, Subie Bay, Philippine Islands: Covered and cold 
storage facilities, administrative facilities, operational facilities, main- 
tenance facilities, waterfront facilities, and utilities, $11,598,000. 


ORDNANCE FACILITIES 


Naval ammunition depot, Oahu, Territory of Hawaii: Ordnance 
facilities, $971,000. 
Naval ordnance facility, Port Lyautey, French Morocco: Ordnance 
facilities, $245,000. 
Naval ordnance facility, Yokosuka, Japan: Ordnance facilities, 
$241,000. 
COMMUNICATIONS FACILITIES 


Naval communication unit, Futema, Okinawa: Communications facil- 
ities, $75,000. 

Naval communication station, Guam, Mariana Islands: Communi- 
cation facilities, $222,000. 

Naval communication facility, Philippine Islands: Communications 
facilities, and land acquisition, $4,320,000. 


YARDS AND DOCKS FACILITIES 


Fifteenth naval district, Canal Zone: Utilities, $2,210,000. 

Sec. 202. The Secretary of the Navy is authorized to obtain by con- 
tract, such engineering, location, and site planning studies as may be 
necessary to enable him to determine the feasibility and advisability of 
establishing, continuing, or relocating the following facilities: Naval air 
station, Norfelk, Virginia (bombing targets); Naval magazine, Port 
Chicago, California. Expenditures not to exceed $150,000 for such 
studies may be made out of the appropriation “Military Construction, 
Navy”. The Secretary of the Navy shall report to the Committees on 
Armed Services of the Senate and House of Representatives the conclusions 
of these studies together with such recommendations as he shall consider 
appropriate. 

Sec. 203. The Secretary of the Navy may establish or develop classified 
naval installations and facilities by constructing, converting, rehabilitat- 
ing, or installing permanent or temporary public works, including land 
acquisition, site preparation, appurtenances, utilities, equipment, and 
family housing in the total amount of $84,043,000. 
eee: 204. Public Law 564, Eighty-first Congress 1s amended as 
OLLOWS: 

(a) In title II under the heading “‘ConrinenraL Unirep Srares” 
change the amount for “Naval base, Newport, Rhode Island: Sewage 
facilities’, from “81,243,000” to “$1,268,000.” 

(6) In title 1V section 402, clause (2) change the amount for public 
works authorized by title II: “Inside continental United States’, from 
$135,719,800” to ““$135,744,800.” 

Sec. 205. Public Law 155, Eighty-second Congress, as amended, is 
amended as follows: 

(a) In section 201, as amended, strike out so much thereof under the 
heading ‘‘ContinenTAL Unirep Srares” and subheading “‘suppLy 
FACILITIES” as reads as follows: 

“Harpswell Neck Fuel Facility, Portland, Maine, area: Aviation 
gasoline and jet fuel bulk storage; $2,766,500"; and insert in place 
thereof the following: 
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“Harpswell Neck Fuel Facility, Portland, Maine, area: Aviation 
gasoline and jet fuel bulk storage and land acquisition, $2,766,500". 

(6) In section 201, under the heading ‘‘Oursipzk CoNnTINENTAL 
Unirep Srares” and subheading “COMMUNICATION FACILITIES’, strike 
out so much thereof as read as follows: 

“Naval communication station, Philippine Islands: Consolidated 
communication facilities; $2,694,500"; and insert in place thereof the 
following: 

“Naval communication station, Philippine Islands: Consolidated 
communications facilities, and land acquisition, $2,694 ,500’’. 

f ber 206. Public Law 534, Eighty-third Congress is amended as 
ollows: 

(a) In section 201, under the heading “ConrinenraL Uwnirep 
Srares” and subheading ‘‘ av1aTIon FaciLiTIEes’’, change the amount 
for “Naval air missile test center (San Nicolas Island), Point Mugu, 
California,” from “$1,132,000” to “$1,816,000"’. 

(6) In section 201, under the heading “Conrinenrat UNITED 
Srares’’ and subheading ‘‘orpNance FaciLirigs”’, change the amount 
for “Naval ammunition depot, Hawthorne, Nevada” from ‘$308,000”’ 
to “‘$538,000"’. 

(c) In section 502, clause (2), change the amount for public works 
authorized by title II for inside continental United States from 
“*$102,042,000” to ‘‘$102,956,000” ; and total amount from “$201 ,893,- 
000” to ‘$202,807 ,000”’. 

‘ ~. 207. Public Law 161, Eighty-fourth Congress, is amended as 
ollows: 

(a) In section 201, under the heading “‘Conrinentrat UNITED 
Srares” and subheading “suipyarp Facixitigs’’, change the amount 
for “Naval electronics laboratory, San Diego, California’ from 
“$143,000” to “‘$162,000"’. 

(b) In section 201, under the heading ‘“‘Conrinenrat Unitrep 
Srares” and subheading ‘‘rLeeT BASE FaciLiT1ES”’, delete that portion 
which reads as follows: “Navy Department District of Columbia: family 
housing, $81,000”’. 

(c) In section 201, under the heading ‘‘Conrinentat UNITeEpD 
Srares” and subheading “aviation FaciLiries’’, change the amount 
for “Naval auxiliary air station, El Centro, California’”’ from “$366,000” 
to “‘$450,000” ; strike out so much thereof as reads as follows: 

“Naval air station, Norfolk, Virginia: Aircraft maintenance facilities, 
training facilities, communication facilities, operational facilities, 
$4,660,000” ; and insert in place thereof the following: 

“‘Naval air station, Norfolk, Virginia: Aircraft maintenance facilities, 
training facilities, communication facilities, operational facilities, and 
land acquisition, $4,660,000”’. 

(d) In section 201 under the heading ‘‘Conrinenrat Uwnirep 
Srares” and subheading “‘orpnance Facitities’’, delete that portion 
which reads as follows: ‘“‘Naval proving ground, Dahlgren, Virginia: 
Land acquisition $200,000”’. 

(e) In section 201, under the heading “Ourstpr ConTINENTAL 
Unirep Srares” and subheading “orDNANCE FACILITIES”, strike out 
so much thereof as reads as follows: 

“Naval ammunition depot, Oahu, Territory of Hawaii: Testing facil- 
ities, and railroad facilities and barricades, $1,132,000’; and insert in 
place thereof the following: 
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“Naval ammunition depot, Oahu, Territory of Hawaii: Testing facil- 
ities, railroad facilities and barricades, and land acquisition, $1,132,000”. 
(f) In section 502, clause (2), change the amount for lic works 
a ized by title II for inside continental United States from ‘‘$299,- 
690,600” to “$299,512,600"’ ; and the total amount from “$564,224,300” 
to “$564,046,300"’. 
TITLE III 


Sec. 801. The Secretary of the Air Force may establish or develop 
military installations and facilities by acquiring, constructing, converting, 
rehabilitating, or installing permanent or temporary public works, 
including site preparation, appurtenances, utilities and equipment, for 
the following projects: 


Insipe THE Unirep Srares 


AIR DEFENSE COMMAND 


Buckingham Air Force Base, Fort Myers, Florida: Operational and 
training facilities, $629,000. 

Dul Municipal Airport, Duluth, Minnesota: Operational and 
training facilities, maintenance facilities, supply facilities, and land 
acquisition, $863,000. 

Ent Air Force Base, Colorado Springs, Colorado: Housing and com- 
munity facilities, $342,000. 

Ethan Allen Air Force Base, Winooski, Vermont: Operational and 
training facilities, maintenance facilities, supply facilities, and land 
acquisition, $4,211,000. 

Geiger Field, Spokane, Washington: Operational and training facili- 
ties, maintenance facilities, and housing and community facilities, and 
family housing, $2,827,000. 

Glasgow Air Force Base, Glasgow, Montana: Operational and training 
facilities, maintenance facilities, utilities and ground improvements, land 
acquisition, and family housing, $2,470,000. 

Grand Forks Air Force Base, Grand Forks, North Dakota: Operational 
and training facilities, maintenance facilities, supply facilities, housing 
and community facilities, utilities and ground improvements, and land 
acquisition, $18,969,000. 

Grandview Air Force Base, Kansas City, Missouri: Operational and 
training facilities, maintenance facilities, housing and community facili- 
lies, utulities and ground improvements, and land acquisition, $1,673,000. 

Greater Pittsburgh Airport, Coraopolis, Pennsylvania: Operational and 
training facilities, maintenance facilities, supply facilities, housing and 
community facilities, and land acquisition, $1,087,000. 

Hamilton Air Force Lase, San Rafael, California: Operational and 
training facilities, maintenance facilities, utilities and ground improve- 
ments, and land acquisition, $2,966,000. 

K. I. Sawyer Municipal Airport, Marquette, Michigan: Operational 
and training facilities, maintenance facilities, supply facilities, ad- 
ministrative facilities, housing and community facilities, utilities and 
ground improvements, and land acquisition, $5,051,000. 

Manistee Air Force Base, Manistee, Michigan: Operational and 
training facilities, maintenance facilities, supply facilities, administra- 
tive facilities, housing and community facilities, and utilities and around 
improvements, $2,906,000. 
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Kinross Air Force Fase, Sault Sainte Marie, Michigan: Operational 
and training facilities, maintenance facilities, housing and community 
facilities, and land acquisition, $2,156,000. 

Klamath Falls Municipal Airport, Klamath Falls, Oregon: Opera- 
tional and training facilities, maintenance facilities. housing and com- 
munity facilities, utilities and ground improvements, and land acquisition, 
$1,130,000. 

McChord Air Foree Pase, Tacoma, Washington: Operational and 
training facilities, maintenance facilities, and land acquisition, 
$1,514,000. 

McGhee-Tyson Airport, Knoxville, Tennessee: Operational and train- 
ing facilities, maintenance facilities, administrative facilities, housing 
and community facilities, and land acquisition, $2,054,000. 

Majors Field, Greenville, Texas: Operational and training facilities, 
and land acyuisition, $440,000. 

Minneapolis-Saint Paul International Airport, Minneapolis, Minne- 
sota: Operational and training facilities, and maintenance facilities, 
$3,015,000. 

Minot Air Force Base, Minot, North Dakota: Operational and train- 
ing facilities, maintenance facilities, supply facilities, housing and com- 
munity facilities, utilities and ground improvements, and land acquisi- 
tion, $21,215,000. 

Newcastle County Airport, Wilmington, Delaware: Operational and 
training facilities, maintenance facilities, supply facilities, housing and 
community facilities, utilities and ground improvements, and land 
acquisition, $6,184,000. 

Niagara Falls Municipal Airport, Niagara Falls, New York: Opera- 
tional and training facilities, maintenance facilities, supply facilities, 
housing and community facilities, and land acquisition, $3,030,000. 

Otis Air Force Pase, Falmouth, Massachusetts: Operational and train- 
ing facilities, maintenance facilities, supply facilities, housing and com- 
munity facilities, utilities and ground improvements, land acquisition, 
and family housing, $11,577,000. 

Oxnard Air Force Base, Camarillo, California: Operational and 
training facilities, maintenance facilities, housing and community 


facilities, utilities and ground improvements, and land acquisition, 


2,392,000. 
Paine Air Force Base, Everett, Washington: Operational and training 
facilities, maintenance facilities, supply facilities, and land acquisition, 


$4,127,000. 


Greater Portland, Oregon, area: Operational and training facilities, 
maintenance facilities, supply facilities, utilities and ground improve- 
ments, and land acquisition, $13,508,000. 

Presyue Isle Air Force Base, Presque Isle, Maine: Operational and 
training facilities, maintenance facilities, housing and community 


facilities, utilities and ground improvements, and land acquisition, 


$8,057,090. 

Richard Bong Air Force Base, Kansasville, Wisconsin: Operational 
and training facilities, maintenance facilities, supply facilities, admin- 
istrative facilities, housing and community facilities, and utilities and 
ground improvements, $6,801,000. 

Selfridge Air Force Base, Mount Clemens, Michigan: Operational 
and training facilities, maintenance facilities, supply facilities, and 
land acquisition, $2,494,000. 
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Sioux City Municipal Airport, Sioux City, Iowa: Operational and 
training facilities, maintenance facilities, housing and community 
facilities, and land acquisition, $2,288,000. 

Stewart Air Force Base, Newburgh, New York: Operational and 
training facilities, maintenance facilities, housing and community 
facilities, and land acquisition, $1,802,000. 

Suffolk County Air Force Base, Westhampton Beach, New York: 
Operational and training facilities, maintenance facilities, housing and 
community facilities, utilities and ground improvements, and land 
acquisition, $5,441,000. 

Truar Field, Madison, Wisconsin: Operational and training facilities, 
maintenance facilities, housing and community facilities, and land 
acquisition, $4,876,000. 

Wurtsmith Air Force Base, Oscoda, Michigan: Operational and 
training facilities, maintenance facilities, supply facilities, administra- 
tive facilities, housing and community facilities, utilities and ground 
improvements, land acquisition, and family housing, $3,278,000. 

Youngstown Municipal Airport, Youngstown, Ohio: Operational and 
training facilities, maintenance facilities, utilities and ground improve- 
ments, and land acquisition, $2,255,000. 

Yuma County Airport, Yuma, Arizona: Operational and training 
facilities, maintenance facilities, administrative facilities, housing and 
community facilities, and land acquisition, $3,545,000. 

Various locations: Operational and training facilities, maintenance 
facilities, supply facilities, administrative facilities, housing and com- 
munity facilities, utilities and ground improvements and land acquisition 
except that none of the authorization relating to the TALOS missile shall 
be effective until the Secretary of Defense shall have come into agreement 
with the Armed Services Committees of the Senate and of the House of 
Representatives with respect to its utilization, $37,760,000. 


AIR MATERIEL COMMAND 


Brookley Air Force Base, Mobile, Alabama: Housing and community 
facilities, and land acquisition, $1,541,000. 

Griffiss Air Force Base, Rome, New York: Operational and training 
facilities, maintenance facilities, research, development and test facilities, 
supply facilities, housing and community facilities, utilities and ground 
improvements, and land acquisition, $17 966,000. 

Till Air Force Base, Odgen, Utah: Maintenance facilities, housing 
and community facilities, utilities and ground improvements, and land 
acquisition, $1,339,000. 

Kelly Air Force Base, San Antonio, Texas: Operational and training 
facilities, maintenance facilities, and utilities and ground improvements, 
$1,570,000. 

‘ Marietta Air Force Station, Marietta, Pennsylvania: Supply facilities, 
52,000. 

McClellan Air Force Base, Sacramento, California: Administrative 
facilities, housing and community facilities, and land acquisition, 
$1,424,000. 

Mukilteo Fuel Storage Station, Mukilteo, Washington: Land ac- 
quisition, $4,000. 

Norton Air Force Base, San Bernardino, California: Operational and 
training facilities, and housing and community facilities, $1,572,000. 
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Olmsted Air Force Base, Middletown, Pennsylvania: Maintenance 
facilities, administrative facilities, and utilities and ground improve- 
ments, $3,983,000. 

Robins Air Force Base, Macon, Georgia: Operational and training 
facilities, housing and community facilities, and utilities and ground 
improvements, $5,478.000. 

Waheaport Fuel Storage Station, Searsport, Maine: Supply facilities, 
$473,000. 

Tacoma Fuel Storage Station, Tacoma, Washington: Supply facilities, 
$129,000. 

Tinker Air Force Base, Oklahoma City, Oklahoma: Operational and 
training facilities, hospital facilities, and housing and community 
facilities, $5,990,000. 

Wilkins Air Force Station, Shelby, Ohio: Family housing, $89,000. 

Wright-Patterson Air Force Base. Dayton, Ohio: Operational and 
training facilities, maintenance facilities, research, development and test 
facilities, housing and community facilities, utilities and ground im- 
provements, and land acquisition, $17,138,000. 

Various locations: Administrative facilities, housing and community 
acilities, and utilities, and ground improvements, $444,000. 


AIR PROVING GROUND COMMAND 


Eglin Air Force Base, Valparaiso, Florida: Operational and training 
facilities, maintenance facilities, research, development and test facilities, 
hospital and medical facilities, housing and community facilities, utilities 
Wail ‘givin improvements, and land acquisition, $21,094,000. 


AIR TRAINING COMMAND 


Amarillo Air Force Base, Amarillo, Texas: Operational and training 
acilities, maintenance facilities, supply facilities, and utilities and 
{ground improvements, $17,121,000. 

Bryan Air Force Base, Bryan, Texas: Housing and community facili- 
ties, and land acquisition, $1,288,000. 

Craig Air Force Base, Selma, Alabama: Operational and training 
facilities, and land acquisition, $18,000. 

Edward Gary Air Force Base, San Marcos, Teras: Maintenance 
facilities, $783,000. 

Ellington Air Force Base, Houston, Texas: Land acquisition, $63,000. 

Francis E. Warren Air Force Base, Cheyenne, Wyoming: Housing 
and community facilities, and utilities and ground improvements, 
$1,654,000. 

Goodfellow Air Force Base, San Angelo, Texas: Operational and 
training facilities, supply facilities, utilities and ground improvements, 
and land acquisition, $8 804,000. 

James Connally Air Force Base, Waco, Teaas: Operational and 
training favilities, and land acquisition, $4,687,000. 

Py Air Force Base, Biloxi, Mississippi: Land acquisition, 

4,000. 

Lackland Air Force Base, San Antonio, Texas: Hospital and medical 
facilities, $3,440,000. 

Laredo Air Force Base, Laredo, Texas: Utilities and ground improve- 
ments, and land acquisition, $225,000. 


ve- 


ing 
ind 


ies, 
und 
valy 


and 
test 
wm- 


nity 


ving 
fies, 
ities 


ning 
and 


cili- 
ning 
ance 
ising 
ents, 


and 
ents, 


and 
ition, 
dical 


Tr ove- 





MILITARY CONSTRUCTION ACT OF 1956 17 


Laughlin Air Force Base, Del Rio, Texas: Operational and training 
facilities, and housing and community facilities, $212,000. 

Lowry Air Force Base, Denver, Colorado: Land acquisition, $410,000. 

Luke Air Force Base, Phoeniz, Arizona: Operational and training 
facilities, maintenance facilities, and land acquisition, $2,902,000. 

Mather Air Force Base, Sacramento, California: Operational and 
training facilities, maintenance facilities, supply facilities, housing and 
community facilities, utilities and ground improvements, and land ac- 
quisition, $21,650,000. 

McConnell Air Force Base, Wichita, Kansas: Land acquisition, 
$396,000. 

Moody Air Force Base, Valdosta, Georgia: Operational and training 
facilities, and maintenance facilities, $1,848,000. 

Nellis Air Force Base, Las Vegas, Ne : Operational and training 
facilities, and land acquisition, $3,456,000. 

Parks Air Force Base, Pleasanton, California: Utilities and ground 
improvements, $111,000. 

Tesla Air Force Base, Sherman, Texas: Operational and training 
facilities, and land acquisition, $2,260,000. 

Randolph Air Force Base, San Antonio, Texas: Land acquisition, 
$133,000. 

Reese Air Force Base, Lubbock, Texas: Operational and training 
facilities, and land acquisition, $4,164,000. 

Scott Air Force Base, Belleville, Illinois: Operational and training 
facilities, supply facilities, and land acquisition, $3,296,000. 

Sheppard Air Force Base, Wichita Falls, Texas: Operational and 
training facilities, maintenance facilities, supply facilities, hospital 
and medical facilities, housing and community facilities, utilities and 
ground improvements, and land acquisition, $24,433,000. 

Stead Air Force Base, Reno, Nevada: Supply facilities, housing and 
community facilities, utilities and ground improvements, and land 
acquisition, $2,221,000. 

Tyndall Air Force Base, Panama City, Florida: Operational and 
training facilities, and maintenance facilities, $716,000. 

Vance Air Force Base, Enid, Oklahoma: Operational and training 
facilities, and land acquisition, $977,000. 

Webb Air Force Base, Big Spring, Texas: Operational and training 
facilities, $90,000. 

Williams Air Force Base, Chandler, Arizona: Operational and training 
facilities, maintenance facilities, and land acquisition, $6,347,000. 


AIR UNIVERSITY 


Marwell Air Force Base, Montgomery, Alabama: Operational and 
training facilities, and housing and community facilities, $215,000. 


CONTINENTAL AIR COMMAND 


Beale Air Force Base, Marysville, California: Operational and training 
facilities, supply facilities, and utilities and ground improvements, 
$13,395,000. 

Brooks Air Force Base, San Antonio, Texas: Operational and training 
facilities, and maintenance facilities, $237,000. 
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Dobbins Air Force Base, Marietta, Georgia: Housing and community 
facilities, $345,000. 

Mitchel Air Force Base, Hempstead, New York: Utilities and ground 
improvements, $205,000. 


HEADQUARTERS COMMAND 


Bolling Air Force Base, Washington, D. C.: Utilities and ground 
improvements, $8,000. 


MILITARY AIR TRANSPORT COMMAND 


Andrews Air Force Base, Camp Springs, Maryland: Operational and 
training facilities, supply facilities, housing and community facilities, 
utilities and ground improvements, and land acquisition, $7,335,000. 

Charleston Air Force Base, Charleston, South Carolina: Operational 
and training facilities, and utilities and ground improvements, $868,000. 

Dover Air Force Base, Dover, Delaware: Operational and training 
facilities, supply facilities, administrative facilities, housing and com- 
munity facilities, and utilities and ground improvements, $3,195,000. 

McGuire Air Force Base, Wrightstown, New Jersey: Operational and 
training facilities, supply facilities, hospital and medical facilities, 
administrative facilities, and housing and community facilities, 
$2,169,000. 

Palm Beach Air Force Base, Palm Beach, Florida: Operational and 
training facilities, housing and community facilities, utilities and 

ound improvements, and land acquisition, $1,545,000. 

Vint Hill Farm Station, Warrenton, Virginia: Operational and 
training facilities, $768,000. 

Washington National Airport, District of Columbia: Maintenance 
facility, $275,000. 


RESEARCH AND DEVELOPMENT COMMAND 


Canel Air Force Plant #62, Hartford, Connecticut: Research, develop- 
ment, and test facilities, and utilities and ground improvements, 
$22,445,000. 

Edwards Air Force Base, Muroc, California: Research, development, 
and test facilities, and housing and community facilities, $5,488,000. 

Holloman Air Force Base, Alamogordo, New Mezxico: Operational 
and training facilities, maintenance facilities, research, development, 
and test facilities, and housing and community facilities, $7,877,000. 

Indian Springs Air Force Base, Indian Springs, Nevada: Housing 
and community facilities, and utilities and ground improvements, and 
family housing, $961,000. 

Kirtland Air Force Base, Albuquerque, New Merico: Operational 
and training facilities, maintenance facilities, and research, development, 
and test facilities, $5,481,000. 

Laredo Test Site, Laredo, Teras: Research, development, and test 
facilities, and land acquisition, $1,219,000. 

Iaurence G. Hanscom Field, Bedford, Massachusetts: Operational and 
training facilities, maintenance facilities, research, development and test 
facilities, housing and community facilities, utilities, and ground im prove- 
ments, and land acquisition, $6,939,000. 
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National Reactor Test Station, Idaho Falls, Idaho: Operational and 
training facilities, research, development and test facilities, and utilities 
and ground improvements, $11,415,000. 

Patrick Air Force Base, Cocoa, Florida: Operational and training 
facilities, research, development and test facilities, housing and community 
facilities, utilities and ground improvements, and land acquisition, 
$15,169,000. 

Sacramento Peak Observatory, Sacramento Peak, New Mexico: Family 
housing, $153,000. 


STRATEGIC AIR COMMAND 


Abilene Air Force Base, Abilene, Texas: Operational and training 
facilities, housing and community facilities, utilities and ground improve- 
ments, and land acquisition, $1,043,000. 

Altus Air Force Base, Altus, Oklahoma: Housing and community 
facilities, and utilities and ground improvements, $1,003,000. 

Barksdale Air Force Base, Shreveport, Louisiana: Operational and 
training facilities, maintenance facilities, administrative facilities, hous- 
ing and community facilities, utilities and ground improvements, and 
land acquisition, $2,117,000. 

Bergstrom Air Force Base, Austin, Texas: Operational and training 
facilities, supply facilities, housing and community facilities, and land 
acquisitions, $15,938,000. 

Biggs Air Force Base, El Paso, Texas: Operational and training 
facilities, and housing and community facilities, $922,000. 

Campbell Air Force Base, Hopkinsville, Kentucky: Operational and 
training facilities, and utilities and ground improvements, $479,000. 

Carswell Air Force Base, Fort Worth, Texas: Operational and training 
facilities, and maintenance facilities, $2,438,000. 

Castle Air Force Base, Merced, California: Operational and training 
facilities, maintenance facilities, hospital and medical facilities, and 
housing and community facilities, $2,179,000. 

Clinton-Sherman Air Force Base, Clinton, Oklahoma: Operational and 
training facilities, maintenance facilities, supply facilities, housing and 
community facilities, utilities and ground improvements, and land acqui- 
sition, $7,004,000. 

Columbus Air Force Base, Columbus, Mississippi: Operational and 
training facilities, maintenance facilities, supply facilities, housing and 
community facilities, utilities and grownd improvements, and land 

isition, $14,518 000. 
avis-Monthan Air Force Base, Tucson, Arizona: Operational and 
training facilities, and land acquisition, $503,000. 

Dow Air Force Base, Bangor, Maine: Operational and training 
facilities, maintenance facilities, supply facilities, housing and com- 
munity facilities, and utilities and ground improvements, $7,665,000. 

Dublin Air Force Base, Georgia: Operational and training facilities, 
maintenance facilities, utilities and ground improvements, and land 

isition, $6,478,000. 
rth Air Force Base, Rapid City, South Dakota: Operational and 
training facilities, maintenance facilities, housing and community 
facilities, and land acquisition, $943,000. 

Fairchild Air Force Base, Spokane, Washington: Operational and 
training facilities, maintenance facilities, housing and community 
facilities, and utilities and ground improvements, $4,457,000. 
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Forbes Air Force Base, Topeka, Kansas: Operational and training 
facilities, and housing and community facilities, $1,271,000. 

Gray Air Force Base, Killeen, Texas: Operational and training 
facilities, $23,000. 

Greenville Air Force Base, Greenville, Mississippi: Operational and 
training facilities, maintenance facilities, supply facilities, and land 

isition, $2,483,000. 

0bbs Air Force Base, Hobbs, New Merico: Operational and training 
facilities, maintenance facilities, utilities and ground improvements, and 
land acquisitions, $6,547,000. 

Homestead Air Force Base, Homestead, Florida: Operational and 
training facilities, hospital and medical facilities, housing and com- 
munity facilities, utilities, and ground improvements, and land acquisi- 
tion, $1,694,000. 

Hunter Air Force Base, Savannah, Georgia: Operational and training 
facilities, utilities and ground improvements, and land acquisition, 
$1,131,000. 

Lake Charles Air Force Base, Lake Charles, Louisiana: Operational 
and training facilities, housing and community facilities, and utilities 
and ground improvements, $1,552,000. 

Lineoln Air Force Base, Lincoln, Nebraska: Operational and train- 
ing facilities, maintenance facilities, housing and community facilities, 
and utilities and ground improvements, $4,685,000. 

Little Rock Atr Force Base, Little Rock, Arkansas: Operational and 
training facilities, maintenance facilities, supply facilities, administra- 
tive facilities, housing and community facilities, and land acquisition, 
$1,528,000. 

Lockbourne Air Force Base, Columbus, Ohio: Operational and train- 
ing facilities, maintenance facilities, housing and community facilities, 
and land acquisition, $4,952,000. 

Loring Air Force Base, Limestone, Maine: Operational and training 
facilities, maintenance facilities, supply facilities, and housing and 
community facilities, $2,522,000. 

MacDill Air Force Base, T ampa, Florida: Operational and training 
facilities, maintenance facilities, and housing and community facilities, 
$3,262,000. 

Malmstrom Air Force Base, Great Falls, Montana: Operational and 
training facilities, maintenance facilities, and housing and community 
facilities, $1,236,000. 

March Air Force Base, Riverside, California: Operational and train- 
ing facilities, maintenance facilities, housing and community facilities, 
and land acquisition, $5,156,000. 

Mitchell Air Force Base, Mitchell, South Dakota: Operational and 
training facilities, maintenance facilities, utilities and ground improve- 
ments, and land acquisition, $6,374,000. 

Mountain Home Air Force Base, Mountain Home, Idaho: Opera- 
tional and training facilities, maintenance facilities, housing and com- 
munity facilities, and utilities and ground improvements, $2,064,000. 

Offutt Air Force Base, Omaha, Nebraska: Operational and training 
facilities, supply facilities, housing and community facilities, utilities 
and ground improvements, land acquisition, and family housing, 
$5,697,000. 

Pinecastle Air Force Base, Orlando, Florida: Housing and community 
facilities, utilities and ground improvements, and land acquisition, 
$786,000. 
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Plattsburgh Air Force Base, Plattsburgh, New York: Housing and 
community facilities, $1,491,000. 

Portsmouth Air Force Base, Portsmouth, New Hampshire: Opera- 
roy hone training facilities, and housing and community facilities, 
$661,000. 

Smoky Hill Air Force Base, Salina, Kansas: Operational and train- 
ing facilities, hospital and medical facilities, administrative facilities, 
housing and community facilities, utilities and ground improvements, 
and land acquisition, $3,882,000. 

Travis Air Force Base, Fairfield, California: Operational and training 
facilities, maintenance facilities, and utilities and ground improvements, 
$923,000. 

Turner Air Force Base, Albany, Georgia: Operational and training 
eae, housing and community facilities, and land acquisition, 
$781,000. 

Walker Air Force Base, Roswell, New Mexico: Operational and train- 
ing facilities, supply facilities, and housing and community facilities, 
$2,791,000. 

Westover Air Force Base, Chicopee Falls, Massachusetts: Operational 
and training facilities, maintenance facilities, supply facilities, adminis- 
trative facilities, housing and community facilities, utilities and ground 
improvements, and land acquisition, $9,315,000. 

Vhiteman Air Force Base, Knobnoster, Missouri: Operational and 
training facilities, maintenance facilities, supply facilities, housing and 
community facilities, utilities and ground improvements, and land 
acquisition, $3,815,000. 


TACTICAL AIR COMMAND 


Ardmore Air Force Base, Ardmore, Oklahoma: Maintenance facilities, 
supply facilities, and land acquisition, $330,000. 

Blytheville Air Force Base, Blytheville, Arkansas: Operational and 
training facilities, and maintenance facilities, $933,000. 

Bunker Hill Air Force Base, Peru, Indiana: Operational and training 
facilities, maintenance facilities, housing and community facilities, and 
removal of hazard, $2,169,000. 

Clovis Air Force Base, Clovis, New Mexico: Operational and training 
facilities, maintenance facilities, housing and community facilities, 
and relocation of structure, $4,505,000. 

Donaldson Air Force Base, Greenville, South Carolina: Operational 
and training facilities, $2,428,000. 

England Air Force Base, Alexandria, Louisiana: Operational and 
training facilities, maintenance facilities, administrative facilities, and 
housing and community facilities, $2,919,000. 

Foster Air Force Base, Victoria, Texas: Operational and training 
facilities, maintenance facilities, and utilities and ground improvements, 
$952,000. 

George Air Force Base, Victorville, California: Operational and train- 
ing facilities, maintenance facilities, supply facilities, and housing and 
community facilities, $3,144,000. 

Langley Air Force Base, Hampton, Virginia: Operational and 
training facilities, and land acquisition, $2,613,000. 

Larson Air Force Base, Moses Lake, Washington: Operational and 
training facilities, housing and community facilities, utilities and ground 
improvements, and land acquisition, $1,111,000. 
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Myrtle Beach Municipal Airport, Myrtle Beach, South Carolina: 
Operational and training facilities, maintenance facilities, hospital and 
medical facilities, and housing and community facilities, $1,665,000. 

Pope Air Force Base, Fort Bragg, North Careline: Operational and 
training facilities, maintenance facilities, and land acquisition, 
$1,106,000. 

Sewart Air Force Base, Smyrna, Tennessee: Operational and training 
facilities, maintenance facilities, utilities and ground improvements, and 
land acquisition, $1,583,000. 

Seymour Johnson Air Force Base, Goldsboro, North Carolina: 
Operational and training facilities, maintenance facilities, supply 
facilities, hospital and medical facilities, administrative facilities, and 
housing and community facilities, $6,637,000. 

Shaw Air Force Base, Sumter, South Carolina: Operational and 
training facilities, maintenance facilities, and housing and community 
facilities, $3,805 000. 

Wendover Air Force Base, Wendover, Utah: Operational and training 
facilities, $67,000. 

SPECIAL FACILITIES 


Various locations: Research, development and test facilities, adminis- 
trative facilities, and land acquisition, $1,240,000. 


AIRCRAFT CONTROL AND WARNING SYSTEM 


Various locations: Operational and training facilities, maintenance 
facilities, supply facilities, hospital and medical facilities, administra- 
tive facilities, housing, and community facilities, utilities and ground 
improvements, land acquisition, and family housing, $80,942,000. 


Ovursipe THE Unirep Srartes 
ALASKAN AIR COMMAND 


Eielson Air Force Base: Operational and training facilities, mainte- 
nance facilities, and family housing, $14,984.000. 

Elmendorf Air Force Base: Operational and training facilities, 
maintenance facilities, supply facilities, housing and community 
facilities, and utilities and ground improvements, $5,444,000. 

Galena Airfield: Operational and training facilities and supply 
facilities, $1,772,000. 

King Salmon Airport: Operational and training facilities, $289,000. 

Ladd Air Force Base: Operational and training facilities, supply 
facilities, and utilities and ground improvements, $7 055,000. 

Various locations: Operational and training facilities, $6,628 000. 














FAR EAST AIR FORCES 





Hickam Air Force Base, Honolulu, Hawaii: Operational and training 
facilities, $991,000. 

Johnston Island Air Force Base, Johnston Island: Operational and 
training facilities, and housing and community facilities, $724,000. 

Various locations: Operational and training facilities, maintenance 
facilities, supply facilities, hospital and medical facilities, utilities and 
ground improvements, land acquisition, and family housing, $25,969,000. 
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MILITARY AIR TRANSPORT SERVICE 
Various locations: Operational and training facilities, maintenance 


facilities, supply facilities, housing and community facilitics, and utilities 
and ground improvements, $55,859,000. 


NORTHEAST AIR COMMAND 


Various locations: Operational and training facilities, maintenance 


facilities, supply facilities, hospital and medical facilities, housing and 


community facilities, utilities and ground improvements, and family 
housing, $75,650,000. 


STRATEGIC AIR COMMAND 


Andersen Air Force Base, Guam: Operational and training facilities, 
maintenance facilities, supply facilities, housing and community facili- 
ties, utilities and ground improvements, and family housing, $23,980,000. 

Harmon Air Force Base, Guam: Land acquisition, $14,000. 

Northwest Air Force Base, Guam: Operational and training facilities, 
and maintenance facilities, $229,000. 

Ramey Air Force Base, Puerto Rico: Operational and training 
facilities, maintenance facilities, and land acquisition, $1,218,000. 


UNITED STATES AIR FORCE IN EUROPE 


Various locations: Operational and training facilities, maintenance 
facilities, supply facilities, hospital and medical facilities, administrative 
facilities, housing and community facilities, utilities and ground im- 
provements, and erection of prefabricated structures, $114,260,000. 


AIRCRAFT CONTROL AND WARNING SYSTEM 


Various locations: Operational and training facilities, maintenance 
facilities, supply facilities, hospital and medical facilities, administrative 
facilities, housing and community facilities, utilities and ground im- 
provements, and land acquisition, $70,000,000. 

Sec. 802. The Secretary of the Air Force may establish or develop: 
(a) classified military installations and facilities by acquiring, construct- 
ing, converting, rehabilitating, or installing permanent or temporary 
publie works, including land acquisition, site preparation, appurtenances, 
utilities and equipment, in the total amount of $163,000,000. 

(6) Air Force installations and facilities by proceeding with construc- 
tion made necessary by changes in Air Force missions, new weapons de- 
velopments, or improved production schedules, if the Secretary of Defense 
determines that itandl of such construction. for inclusion in the neat 
military construction authorization Act would be inconsistent with 
interests of national security, and in connection therewith to acquire, 
construct, convert, rehabilitate, or install permanent or temporary public 
works, including land acquisition, site preparation, appurtenances, 
utilities, and equipment, in the total amount of $50,000,000: Provided, 
That the Secretary of the Air Force, or his designee, shall notify the 
Committee on Armed Services of the Senate and House of Representatives 
immediately upon reaching a final decision to implement, of the cost of 
construction of any public work undertaken under this subsection, in- 
cluding those real estate actions pertaining thereto. 


90015°—57 H. Rept., 84-2, vol. 4——73 
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Sec. 303. Section 1 of the Act of March 30, 1949 (ch. 41, 50 U.S. C. 
491), is amended by the addition of the following: 

“The Secretary of the Air Force is authorized to procure communication 
services required for the semiautomatic ground environment system. No 
contract for such services may be for a period of more than ten years from 
the date communication services are first furnished under such contract. 
The aggregate contingent liability of the Government under the termination 
provisions of all contracts authorized hereunder may not exceed a total of 
$222,000,000 and no termination payment shall be final until audited 
and approved by the General Accounting Office which shall have access 
to such carrier records and accounts as it may deem necessary for the 
purpose. In procuring such services, the Secretary of the Air Force 
shall utilize to the fullest extent practicable the facilities and capabilities 
of communication common carriers, including rural telephone cooperatives, 
within their respective service areas and for power supply, shall utilize 
to the fullest extent practicable, the facilities and capabilities of public 
utilities and rural electric cooperatives within their respective service 
areas. Negotiations with communication common carriers, including 
cooperatives, and representation in proceedings involving such carriers 
before Federal and State regulatory bodies where such negotiations or 
proceedings involve contracts authorized by this paragraph shall be in 
accordance with the provisions of section 201 of the Act of June 30, 1949, 
as amended (40 U.S. C. A. sec. 481).” 

Sec. 304. (a) Public Law 161, EFighty-fourth Congress, is amended, 
under the heading “‘ContinentTaL Unirep Srares” in section 301, 
as follows: 

Under the subheading “Aa1R DEFENSE COMMAND’’— 

(1) with respect to Buckingham Weapons Center, Fort Myers, 
Florida, strike out “$11,577,000” and insert in place thereof 
“$15,462,000"’. 

(2) with respect to Duluth Municipal Airport, Duluth, Minne- 
sota, strike out “$1,200,000” and insert in place thereof “$1,623,000” 

(3) with respect to Grand Forks site, North Dakota, strike out 
‘$5 822,000” and insert in place a ‘$7 ,709,000"’. 

(4) with respect to Greater Milwaukee area, Wisconsin, airbase 
to be known as “Richard Bong Air Force Base’’, strike out ‘‘$16,- 
608 000” and insert in place thereof ‘823.859 ,000"’. 

(5) with respect to Greater Pittsburgh Airport, Coraopolis, Penn- 
sylvania, strike out “$404,000” and insert in place thereof “$526,- 
000”’. 

(6) with respect to Hamilton Air Force Base, San Rafael, Cali- 
fornia, strike out “$1,501,000” and insert in place thereof 
“$2,229,000”. 

(7) with respect to Klamath Falls Municipal Airport, Klamath 
Falls, Oregon, strike out ‘ $2,042,000” and insert in place thereof 
“* $2,656,000’. 

(8) with respect to McGhee-Tyson Airport, Knorville, Tennessee, 
strike out “$582,000” and insert in place thereof ‘$817 ,000"’. 

(9) with respect to Minot site, North Dakota, strike out“ $5,339,- 
000” and insert in place thereof ‘‘ $6,603,000”’. 

(10) with respect to Niagara Falls Municipal Airport, Niagara 
Falls, New York, strike out “$1,748,000” and insert in place thereof 
“$2,575,000”. 

(11) with respect to Paine Air Force Base, Everett, Washington, 
strike out “$1,039,000” and insert in place thereof “$1,199,000”. 
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Under the subheading ‘AIR MATERIEL COMMAND’ —With respect to 
Searsport Air Force Tank Farm, Searsport, Maine, strike out “$133,000” 
and insert in place thereof ‘$329,000"’. 

Under the subheading “AIR TRAINING COMMAND’ — 

(1) with respect to Ellington Air Force Base, Houston, Teras, 
strike out “$2,816,000” and insert in place thereof ‘$3,438 ,000"’. 

(2) with respect to Greenville Air Force Base, Greenville, Mis- 
sissippi, strike out “$349,000” and insert in place thereof 
**$500,000"’. 

(3) with respect to Luke Air Force Base, Phoenix, Arizona, strike 
out “$1,557,000” and insert in place thereof “$1,923,000”. 

(4) with respect to Nellis Air Force Base, Las Vegas, Nevada, 
strike out “$1,158,000” and insert in place thereof ‘$1,837,000’. 

(5) with respect to Perrin Air Force Base, Sherman, Texas, strike 
out “$956,000” and insert in place thereof ““$1,210,000"’. 

(6) with respect to Randolph Air Force Base, San Antonio, 
Texas, strike out “$549,000” and insert in place thereof $730,000’. 

(7) with respect to Scott Air Force Base, Belleville. Illinois, strike 
out “$1,247,000” and insert in place thereof ‘$1,862,000’. 

(8) with respect to Tyndall Air Force Base, Panama City, Florida, 
strike out “$478,000” and insert in place thereof “$534,000”. 

(9) with respect to Vance Air Force Base, Enid, Oklahoma, strike 
out “$871,000” and insert in place thereof ‘$1,181,000"’. 

(10) with respect lo Williams Air Force Base, Chandler, Arizona, 
strike out “$1,045,000” and insert in place thereof ‘‘$1,215,000’’. 

(11) with respect to Francis FE. Warren Air Force Base, Cheyenne, 
Wyoming, strike out “$1,403,000” and insert in place thereof 
“$1,746,000”. 

Under the subheading “‘atr University” With respect to Marwell 
Air Force Base, Montgomery, Alabama, strike out “$2,661,000” and 
insert in place thereof “$3,031,000.” 

Under the subheading ‘‘cONTINENTAL AIR COMMAND’ — 

(1) with respect to Brooks Air Force Base, San Antonio, Texas, 
strike out “$590,000” and insert in place thereof “3697 ,000"’. 

(2) with respect to Dobbins Air Force Base, Mar‘etia, Georgia, 
strike out ‘$758,000 and insert in place thereof “$859,000”. 

Under the subheading “MILITARY AIR TRANSPORT SERVICE’ —With 
respect to Charleston Air Force Base, Charleston, South Carolina, strike 
out “$4,032,000” and insert in place thereof ‘$5,306 ,000"’. 

Under the subheading ‘‘ RESEARCH AND DEVELOPMENT COMMAN D’’— 

(1) with respect to Edwards Air Force Base, Muroc, California, 
strike out “$12,429,000” and insert in place thereof “$13,299,000”. 

(2) with respect to Hartford Research Facility, Hartford, Con- 
necticut, strike out “$22,375,000” and insert in place thereof 
“$25 780,000". 

(3) with respect to Holloman Air Force Base, Alamogordo, New 
Mexico, strike out “$4,965,000 and insert in place thereof 
“$5 ,637 ,000"’. 

Under the subheading “‘sTRATEGIC AIR COMMAND’ — 

(1) with respect to Abilene Air Force Base, Abilene, Texas, strike 
out “$4,214,000” and insert in place thereof $4,656,000". 

(2) with respect to Ellsworth Air Force Base, Rapid City, South 
Dakota, strike out “$12,380,000” and insert in place thereof 
“$16,186,000. 
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(3) with respect to Forbes Air Force Base, Topeka, Kansas, strike 
out “$4,753,000” and insert in place thereof “$5,885 ,000"’. 

(4) with respect to Great Falls Air Force Base, Great Falls, 
Montana, strike out “$5,435,000” and insert in place thereoj 
“$6 ,713,000"’. 

(5) with respect to Hunter Air Force Base, Savannah, Georgia, 
strike out “$4,115,000” and insert in place thereof ‘$4,951 ,000"’. 

(6) with respect to Pinecastle Air Force Base, Orlando, Florida, 
strike out “$4,118,000” and insert in place thereof ‘$5,599,000’. 

Under the subheading “‘racricaL ark commaNbd’’—With respect to 
Larson Air Force Base, Moses Lake, Washington, strike out ‘‘$3,574,- 
000” and insert in place thereof “$4,724,000”. 

Under the subheading “‘ AIRCRAFT CONTROL AND WARNING SYSTEM’ — 
With respect to ‘Various locations” strike out “$100,382,000" and in- 
sert in place thereof ‘‘$120,382,000"’. 

(6) Public Law 161, Eighty-fourth Congress, is amended under the 
heading “‘Ovursipre ContinentTaL Unirep Srares” in section 801, as 
follows: 

(1) With respect to Kenai Airfield under the subheading 
““4ALASKAN AIR COMMAND” strike out ‘‘$356,000" and insert in 
place thereof “$2,247,000”. 

(c) Public Law 161, Eighty-fourth Congress, as amended, is amended 
by striking out in clause (3) of section 502 the amounts “$743,989,000"". 
“$530,563 ,000” and “$1,279,902,000” and inserting in place thereof 
“$801,256 ,000”’, “$5382,454,000” and “‘$1,339,060,000”’, respectively. 

(d) Public Law 584, Eighty-third Congress, is amended, under the 
heading “‘ConrinentaL Unirep Srares” in section 301, as follows: 
Under the subheading “ AIR DEFENSE COMMAND” with respect to Klamath 
Falls Airport, Klamath Falls, Oregon, strike out “$4,133,000” and in- 
sert in place thereof “$5,077,000”. 

(e) Public Law 584, Eighty-third Congress, as amended, is amended 
by striking out in clause (8) of section 502 the amounts “$405 ,176,000” 
and ‘“$415,005,000” and inserting wm place thereof “*$406,120,000” and 
“$415,949 ,000"’, respectively. 


TITLE IV 
GENERAL PROVISIONS 


Sze. 401. The Secretary of each military department may proceed 
to establish or develop installations and facilities under this Act without 
regard to sections 1136, 3648, and 3734 of the Revised Statutes, as 
amended. The authority to place permanent or temporary improvements 
on land includes authority for surveys, administration, rin planning 
and supervision incident to construction. That authority may be ezer- 
cised before title to the land is approved under section 3585 of the Revised 
Statutes, as amended, and even though the land is held temporarily. 
The authority to provide family housing includes authority to acquire such 
land as the Secretary concerned determines, with the approval of the 
Secretary of Defense, to be necessary in connection with that housing. 
The authority to acquire real estate or land includes authority to make 
surveys and to acquire land, and interests in land (including temporary 
use), by gift, purchase, exchange of Government-owned land, or otherwise. 





ding 
t in 


nded 
00”. 
reof 


J. 

- the 
OWS: 
nath 
! in- 


nded 
00” 
and 


rceed 
thout 
3, as 
nents 
ning 
exrer- 
vised 
rily. 
such 
f the 
sing. 
make 
rary 
wise. 








MILITARY CONSTRUCTION ACT OF 1956 27 


Sec. 402. There are authorized to be appropriated such sums as may 
be necessary for the purposes of this Act, but appropriations for public 
works projects authorized by titles I, IT, and IIT shall not exceed— 

(1) for title I: Inside the United States, $86,916,000; outside the 
United States, $35,763,000; section 102, $200,783,000; or a total of 
$323 462,000. 

(2) for title II: Inside the United States, $3292,572,000; outside 
the United States, $61,625,000; section 203, $84,043,000, or a total 
of $438,240,000; and 

(3) for title IIT: Inside the United States, $759,123 ,000; outside 
the United States, $405,061,000; section 302 (a), $163,000,000; 
section 302 (b), $50,000,000 or a total of $1,377,184,000. 

Sec. 403. Any of the amounts named in title I, IT, or ITI of this Act 
may, in the discretion of the Secretary concerned, be increased by 5 per 
centum for projects inside the United States and by 10 per centum for 
projects outside the United States. However, the total cost of all projects 
‘n each such title may not be more than the total amount authorized to be 
appropriated for projects in that title. 

Sec. 404. Whenerer— 

(1) the President determines that compliance with section 4 (ce) 
of the Armed Services Procurement Act of 1947 (41 U.S. C. 158 (e)) 

or contracts made under this Act for the establishment or develop- 
ment of military installations and facilities in foreign countries 
would interfere with the carrying out of this Act; and 

(2) the Secretary of Defense and the Comptroller General have 
agreed upon alternative methods for adequately auditing those con- 
tracts; 

the President may exempt those contracts from the requirements of that 
section. 

Sec. 405. Contracts made by the United States under this Act shall 
be awarded, insofar as practicable, on a competitive basis to the lowest 
responsible bidder, if the national security will not be impaired and the 
award is consistent with the Armed Services Procurement Act of 1947 
(41 U.S. C. 158 et seq.). 

Sec. 406. The Secretaries of the military departments may acquire 
land, and interests in land, not exceeding $5,000 in cost (exclusive of 
administrative costs and deficiency judgment awards), which the Secretary 
concerned determines to be urgently required in the interests of national 
defense. The authority under this section may not, however, be used to 
acquire more than one parcel of land unless the parcels are noncontiguous 
or, if contiquous, do not exceed £5,000 in total cost. 

Sec. 407. The Secretaries of the military departments may, with the 
approval of the Secretary of Defense ‘and following notification of the 
Armed Services Committees of the Senate and House of Representatives, 
acquire, construct, rehabilitate, or install permanent or temporary public 
works, including site preparation, appurtenances, utilities, and equip- 
ment, to restore or replace facilities damaged or destroyed. 

Src. 408. (a) Under such regulations as may be prescribed by the 
Secretary of Difense, the Secretaries of the military departments may 
expend out of appropriations available for military construction such 
amounts as may be required for the establishment and development of 
military installations and facilities by acquiring, constructing (except 
family quarters), converting, extending, or installing permanent or tem- 
porary public works determined to be urgently required, including site 
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preparation, appurtenances, utilities, and equipment, for projects not 
otherwise authorized by law when the cost of the project is not in excess of 

200,000, subject to the following limitations: 

(1) No such project, the cost of which is in excess of $50,000, shall be 
authorized unless approved in advance by the Secretary of Defense. 

(2) No such project, the cost of which is in excess of $25,000 shall be 
authorized unless approved in advance by the Secretary of the military 
department concerned. 

(3) Not more than one allotment may be made for any project authorized 
under this section. 

(4) The cost of conversion of existing structures to family quarters may 
not exceed $50,000 in any fiscal year at any single facility. 

(b) The Secretaries of the military departments may expend out of 
appropriations available for maintenance and operation amounts neces- 
sary to accomplish a project which, except for the fact that its cost does not 
exceed $25,000, would otherwise be authorized to be accomplished under 
subsection (a). 

(c) The Secretary of each department shall report in detail semiannually 
to the Armed Services Committees of the Senate and the House of Repre- 
sentatives with respect to the exercise of the authorities granted by this 
section. 

(d) Section 26 of the Act of August 2, 1946 (60 Stat. 853, 856; 34 
U.S.C. 559), is repealed. 

Sec. 409. (a) The Secretary of Defense, acting through the Secretary 
of a military department, may provide family housing at Fort McNair, 
District of Columbia, for the Chairman of the Joint Chiefs of Staff by 
the construction or rehabilitation of one set of family housing, and special 
communication facilities, without regard to the second proviso of section 3 
of the Act of June 12, 1948 (62 Stat. 375, 379), or section 3 of the Act 
of June 16, 1948 (62 Stat. 459, 462). 

(6) Appropriations not to exceed $180,000 ($100,000 for the family 

ousing unit and $80,000 for special communication facilities) available 
to the military departments for military construction may be utilized for 
the purposes of this section without regard to the limitations on the cost 
of family housing otherwise prescribed by law. 

Sec. 410. As of July 1, 1957, all authorizations for military public 
works to be accomplished by the Secretary of a military department in 
connection with the establishment or development of military installations 
and facilities, and all authorizations for appropriations therefor, that are 
contained in Acts enacted before July 15, 1952, and not superseded or 
otherwise modified by a later authorization are repealed, except— 

(1) authorizations for public works and for appropriations therefor 
that are set forth in those Acts in the titles that contain the general 
provisions; 

(2) the authorization for public works projects as to which appro- 
priated funds have been obligated for construction contracts in whole 
- at el before July 1, 1957, and authorizations for appropriations 
therefor; 

(3) the authorization for the rental guaranty for family housing 
in the amount of $100,000,000 that is contained in section 302 of 
Public Law 534, Eighty-second Congress; 

(4) the authorizations for public works and the appropriation 
of funds that are contained in the National Defense Facilities Act 
of 1950, as amended (50 U.S. C. 881 et seq.); and 
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(5) the authorization for the development of the Line of Com- 
munications, France, in the amount of $82,000,000, that is con- 
tained in title I, section 102 of Public Law 534, Eighty-second 
Congress. 

Sec. 411. (a) The first paragraph of section 407 of the Act of Sep- 
tember 1, 1954 (68 Stat. 1119), as amended, is further amended to read 
as follows: 

“In addition to family housing and community facilities otherwise 
authorized to be constructed or acquired by the Department of Defense, 
the Secretary of Defense is authorized, subject to the approval of the 
Director of the Bureau of the Budget, to construct, or acquire by lease 
or otherwise, family housing for occupancy as public quarters, and com- 
munity facilities, in foreign countries through housing and community 
facilities projects which utilize foreign currencies to a value not to exceed 
$250,000,000 acquired pursuant to the provisions of the Agricultural 
Trade Development and Assistance Act of 1954 (68 Stat. 454) or through 
other commodity transactions of the Commodity Credit Corporation.” 

(6) There are authorized to be appropriated to the Secretaries of the 
military departments such amounts other than foreign currencies as are 
necessary for the construction, or acquisition by lease or otherwise, of 
family housing and community facilities projects in foreign countries 
that are authorized by section 407 of the Act of September 1, 1954 (68 
Stat. 1119), as amended, but the amount so appropriated for any such 
project may not be more than 25 per centum of the total cost of that project. 

Sec. 412. Section 516 of the Act of July 15, 1955 (69 Stat. 324, 352) 
is amended to read as follows: 

“Sec. 515. During the fiseal year 1956, 1957, and 1958 the Secretaries 
of the Army, Navy, and Air Force, respectively, are authorized to lease 
housing facilities at or near military tactical installations for assignment 
as public quarters to military personnel and their dependents, if any, 
without rental charge upon a determination by the Secretary of Defense 
or his designee that there is a lack of adequate housing facilities at or near 
such military tactical installations. Such housing facilities shall be 
leased on a family or individual unit basis and not more than three 
thousand of such units may be so leased at any one time. Expenditures 
for the rental for such housing facilities may be made out of appropria- 
tions available for maintenance and operation but may not exceed $150 
a month for any such unit.” 

Sec. 413. (a) The net floor limitations prescribed by section 3 of the 
Act of June 12, 1948 (5 U.S. C. 626p) do not apply to forty-seven units 
of the housing authorized to be constructed at the United States Air Force 
Academy by the Act of April 1, 1954 (68 Stat. 47). The net floor area 
limitations for those forty-seven units are as follows: five thousand square 
feet for one unit for the Superintendent; three thousand square feet for 
each of two units for deans; and one thousand seven hundred and fifty 
square feet for each of forty-four units for department heads. 

(6b) The last sentence of section 9 of the Air Force Academy Act (68 
Stat. 49) ts amended by striking out “$1,000,000” and inserting in place 
thereof ‘“‘$1,858,000"’. 

Sec. 414. Section 3 of the National Defense Facilities Act of 1950, as 
amended (50 U.S. C. 882), is further amended by striking out clause (a) 
and inserting in place thereof the following: 

““(a) acquire by purchase, lease, or transfer, construct, erpand, 
rehabilitate, convert, and equip such facilities as he shall determine 
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to be necessary to effectuate the purposes of this Act, except that ex- 
penditures for the leasing of property for such purposes may be made 
from appropriations otherwise available for the yment of rentals 
and without regard to the monetary limitation otherwise imposed by 
this section;’’. 

Sec. 415. To the extent that housing is to be constructed at a military 
installation under title IV of the Housing Amendments of 1955 (69 Stat. 
635, 646), any outstanding authority under the Act of September 1, 195/ 
(68 Stat. 1119), the Act of in 15, 1955 (69 Stat. 324), and this Aet to 
provide housing at that installation may be exercised at other military 
anstallations of the department concerned. 

Sec. 416. The Secretaries of the military departments are authorized 
to contract for the storage, handling, and distribution of liquid fuels for 
periods not exceeding five years, with option to renew for additional 
periods not exceeding five years, for a total not to exceed twenty years. 
This authority is limited to facilities which conform to the criteria pre- 
scribed by the Secretary of Defense for protection, including dispersal, 
and also are included in a program approved by the Secretary of De ense 
for the protection of sellout facilities. Such contracts may provide 
that the Government at the expiration or termination thereof shall have 
the option to purchase the facility under contract without regard to sections 
1136, 3648, and 3734 of the Revised Statutes, as amended, and prior to 
approval of title to the underlying land by the Attorney General: Provided 
further, That the Secretaries of the military departments shall report to 
the Armed Services Committees of the Senate and the House of Representa- 
tives with respect to the names of the contractors and the terms of the 
contracts, the reports to be furnished at times and in such form as may be 
agreed upon between the Secreiaries of the military departments and the 
Committees on Armed Services. 

Sec. 417. That, notwithstanding any other law, the Secretary of a 
military department may lease, for terms of not more than five years, 
off-base structures including real property relating thereto, in foreign 
countries, needed for military purposes. 

Sec. 418. In the design of family housing or any other repetitive type 
buildings in the continental United States authorized by this Act, the 
military departments may, to the extent deemed practicable, use the 
principle of modular design in order that the facility may be built by 
conventional construction, on-site fabrication, or factory fabrication. 

Sec. 419. Notwithstanding any other provision of this Act or any other 
law, no contract shall be entered into by the United States for the con- 
struction or acquisition of family housing units by or for the use of mili- 
tary or civilian personnel of any of the military services of the Department 
of Defense unless the Department of Defense, in each instance, 9 come 
into agreement with the Armed Services Committees of the Senate and 
House of Representatives. ! 

Sec. 420. The first two sentences of section 404 of the Housing Amend- 
ments of 1955 are amended to read as follows: ‘‘Whenever the Secretary 
of Defense or his designee deem it necessary for the purpose of this title, 
he may acquire by purchase, donation, condemnation, or other means of 
transfer, any land or (with the approval of the Federal Housing Commis- 
sioner) any housing financed with mortgages insured under the provisions 
of title VIII of the National Housing Act as in effict prior to the enact- 
ment of the Housing Amendments of 1955. The purchase price of any 
such housing shall not exceed the Federal Housing Administration Com- 
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missioner’s estimate of the replacement cost of such housing and related 
property (not including the value of any improvements installed or con- 
structed with appropriated funds) as of the date of final endorsement for 
mortgage insurance reduced by an appropriate allowance for physical 
deprecration, as determined by the Secretary of Defense or his designee 
upon the advice of the Commissioner: Provided. That in any case 
where the Secretary or his designee acquires a project held by the Com- 
missioner, the price paid shall not exceed the face value of the debentures 
(plus accrued interest thereon) which the Commissioner issued in acquiring 
such project.” 

Sec. 421. None of the authority contained in titles I, II, and III of 
this Act shall be deemed to authorize any building construction project 
within the continental United States at an average nationwide unit cost in 
excess 0f — 

(a) $22 per square foot for cold-storage warehousing; 

(b) 86 per square foot for requiar warehousing; 

(c) $1,850 per man for permanent barracks; 

(d) $6,500 per man for bachelor officer quarters, 
unless the Secretary of Defense determines that, because of special 
circumstances, application to such project of the limitation on unit costs 
contained in this section is impracticable. 

Sec. 422. None of the authorization contained in section 101 of this 
Act for the construction of three-hundred-and-twenty-siz-man barracks 
with mess shall be used to provide, with respect to any such barracks, for 
mess facilities other than a single, consolidated mess. 


And the Senate agree to the same. 


Cari VINsoN, 

Overton Brooks, 

Pau J. Kivpay, 

Dewry Snort, 

L. C. Anenps (except as to the Kalkaska-Manistee 
item), 

Managers on the Part of the House. 

Ricuarp B, Russe, 

JOHN STENNIS, 

Henry M. Jackson, 

LEVERETT SALTONSTALL (except as to the Kalkaska 
matter in sec. 301 of title 11), 

Francts Case (except as to the Kalkaska matter in 
sec. 301 of title II]), 


Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 9893) to authorize certain construction at military 
and naval installations, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 


LEGISLATION IN CONFERENCE 


On April 12, 1956, the House of Representatives passed H. R. 9893, 
which was the fiscal vear 1957 military construction authorization 
for the three military departments. On June 28, 1956, the Senate 
considered the House bill and amended it by striking all language 
after the enacting clause and wrote a new bill. 

The larger differences and the action agreed upon by the conferees 
are as follows: 

In title I, the Army section of the bill, the Senate inserted an 
authority for the construction of troop housing in Korea. The House 
agreed to the granting of this authority. Also, in title I, the Senate 
added $12 million to section 102, which contains authority for various 
classified construction. Upon explanation of the basis for the Senate 
action, the House accepted the Senate addition. 

On the floor of the Senate, certain amendatory language was added 
to the authorization for the Naval Auxiliary Air Station at Fallon, 
Nev. In effect, the amendment would require that the Secretary 
of Defense resurvey the Navy’s requirements for land in that area 
and examine into the possibility of utilizing other Government- 
controlled lands in the State of Nevada. Upon completion of that 
resurvey, the Secretary of Defense would certify to the Armed Services 
Committees that the acquisition of the particular property involved 
(Black Rock extension) was essential to meet the Navy’s training 
requirements. Although it is the view of the House committee 
that there has been an exhaustive survey of the naval requirements 
in this area, and notwithstanding the fact that the House committee 
feels that the Navy has completely justified its requirements, it re- 
ceded with respect to this amendment on the basis that an additional 
survey could be performed expeditiously, and in the event there are 
any elements of this problem which have not to date come to light, 
such a survey would be of merit. 

As the bill passed the House, it contained an authority for a naval 
air facility to be known as John H. Towers Field, Annapolis, Md. 
The Senate bill did not contain this authority. Although the con- 
ferees agreed that the air arm of the Navy has become of such im- 
portance to our Naval Establishment as to make indoctrination in 
air matters an important part of the training of a midshipman, the 
House receded in this instance with the expressed hope that some 
reasonable solution to this problem can be found. In consonance 
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with the House committee action in this respect, that portion of sec- 
tion 202 which related to an engineering mee with respect to Towers 
Field was stricken from the bill and an appropriate reduction made 
in the amount authorized for expenditure for this study. 

Certain additions to section 203, which involves classified construc- 
tion for the Navy, were agreed to by the House. These additions, as 
some others psy pores the bill, had not been submitted to the House 
committee since all appropriate approvals and directives had not been 
issued until after the completion of House action on the bill. In 
this instance, the addition amounts to $41,046,000. 

In title III, the Air Force title, several changes were made by the 
Senate. These changes for the most part represent, as mentioned 
above, matters which were brought to the attention of the Senate 
committee following the completion of House action. The Depart- 
ment of the Air Force has wisely adopted a policy of dispersing its 
B-52 bombers in order to eliminate concentration of these important 
airplanes. The conferees are wholeheartedly in favor of this dispersal 
program and express the hope that the encouraging beginning in this 
bill will be carried to completion in future authorizations. 

In this bill, the dispersal policy finds its implementation by in- 
creased authorizations at the following bases: Dow Air Force Base, 
Maine; Beale Air Force Base, Calif.; Clinton-Sherman Air Force 
Base, Okla.; Griffiss Air Force Base, N. Y.; Mather Air Force Base, 
Calif.; and Minot Air Force Base, N. Dak. The programs for these 
bases were part of the bill as it was originally presented to the Con- 
gress and, therefore, were the subject of consideration during the 
House committee’s deliberations on the bill. Subsequent to the 
presentation of the construction program to the House, the dispersal 
program had matured even further and the Senate committee granted 
additional authorities in this area by substantial additions at Berg- 
strom Air Force Base, Tex.; Columbus Air Force Base, Miss.; Grand 
Forks Air Force Base, N. Dak.; and Sheppard Air Force Base, Tex. 
Amarillo Air Force Base, Tex., had not been the subject of any 
request for authorization as the program was submitted to the 
Congress. Dispersal authorization for this base was requested of 
the Senate committee and this base was inserted in the bill with an 
appropriate authorization. Also added by the Senate committee 
were dispersal authorizations for Mitchell Air Force Base, S. Dak., 
and Hobbs Air Force Base, N. Mex. 

In furtherance of the dispersal program, the conferees added Dublin 
Air Force Base, Ga., as an appropriate location in the southeastern 
part of the United States. The conferees also granted an additional 
authority for this same purpose at Whiteman Air Force Base, Mo., 
a location in the central part of the United States, which the conferees 
felt. was also well adapted to this program. 

Some of the authorities granted were reduced for various reasons, 
including revised estimates of costs. 

As the bill passed the House, a new Air Defense Command base in 
northern Michigan was designated to be at Manistee. The Senate 
version of the bill changed this location to Kalkaska. The Senate 
receded in this respect and accepted the Manistee location. 

Section 301 of the bill contains an authority in the amount of $37,- 
760,000 for construction at various locations. Some $16 million of 
this authorization represents authority for the construction of certain 
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Talos site facilities. The Senate reduced this authority by eliminat- 
ing the Talos authorization. The Senate receded in this respect, but 
the conferees agreed that the authorization relating to the Talos 
facilities should not be used until the Secretary of Defense has come 
into agreement with the Armed Services Committees of the Senate 
and House of Representatives with respect to the use of this authority. 
Behind this action lies the concern which has been expressed over the 
very large expenditures involved, the relative merits of the two sys- 
tems, and the proper assignment of roles and missions in both the 
Nike and Talos programs. It is the understanding of the conferees 
that the respective merits of these two missiles will be the subject of 
very detailed studies and tests which will provide guidance to the 
respective committees in necessary future determinations relating to 
this important problem. 

Under the heading “‘United States Air Forees in Europe,’’ several 
internal adjustments were made in the authorization granted. These 
adjustments, some of which are classified, resulted in a net increase in 
authorization of slightly over $17 million. The House receded. 

Another example of items which were submitted to the Congress 
after completion of House action on the bill are contained in an in- 
creased authorization of $70 million under the heading ‘Aircraft Con- 
trol and Warning System” in section 301 of the bill. This addition, 
while large, represents an important segment of our defense against 
attack and was well supported before the Senate committee. The 
House, therefore, receded in this instance. 

Technological breakthroughs, changes in missions, and development 
of new weapons sometimes generate immediate construction require- 
ments which could not have been anticipated by the military depart- 
ment concerned. The House conferees agreed with the action taken 
by the Senate, therefore, in adding an emergency $50 million author- 
ization to section 302 of the bill. No appropriations will be requested 
against this authorization and it is the understanding of the conferees 
that funds expended under this authority must be derived from exist- 
ing authorizations. 

Section 303 of both the House bill and the Senate amendment au- 
thorize the Secretary of the Air Force to procure the communication 
services required for the semiautomatic ground environment system, 
an air defense warning system commonly referred to as SAGE. The 
House bill provides that the Secretary shall utilize to the fullest extent, 
the facilities and capabilities of communication carriers, including 
rural telephone cooperatives, within their respective service areas. 
The Senate amendment contains the same provision, but adds a 
similar provision with respect to public utilities and rural electric 
cooperatives in connection with power supply. The conferees have 
agreed to the Senate language. 

The latest estimate of the Air Force is that the annual cost of leased 
communications for SAGE will reach a total of $157 million annually 
when the system is fully operative. This is a revision downward from 
the original estimate of $240 million. In view of the magnitude of 
the cost involved, the Air Force was asked by the Senate committee 
whether it has adequate authority in existing law to protect the in- 
terests of the Government in connection with the rates for communica- 
tion services for SAGE. It advised that it does have adequate au- 
thority, and it is noted that pursuant to section 201 of the act of 
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June 30, 1949, as amended (40 U.S. C. A. see. 481), the Department of 
Defense has already intervened in a pending proceeding before the 
Federal Communications Commission involving the bulk of the rates 
for the SAGE project. It is believed that, under these circumstances, 
the interests of the Government will be more adequately safeguarded. 

Under title LV of the bill, General Provisions, the House version 
authorized the construction of family housing for the Chairman of 
the Joint Chiefs of Staff and certain commissioned officers and enlisted 
personnel attached to his staff by the construction or rehabilitation 
of five sets of family housing, together with certain emergency com- 
munication facilities. Appropriations not to exceed $300,000, avail- 
able to the military departments for military construction, were to 
be utilized in connection with this authority. The Senate version 
of the bill granted an authority relating to this matter which varied 
from the House language in that only one set of family housing was 
authorized and that was ‘eq tired to be constructed at Fort McNair, 
D. C. The Senate vers on permitted the expenditure of $180,000, 
which was specifically divided into $80,000 for the housing unit and 
$100,000 for special communication facilities. Inasmuch as it is 
possible that some misunderstanding existed as to the exact details 
of the construction of the housing and the communication facilities, 
the Senate language was modified by allocating $100,000 to the 
construction of the housing unit and $80,000 to the communication 
facilities. 

Certain modifications were made to section 410 of the bill with the 
effect that the rescission of previous authorities was made more strin- 
gent. An exception was made in this respect for the line of communi- 
cations in France, since this construction has not progressed with the 
speed which had been expected. 

A new section 417 was added to the bill, which will permit the en- 
trance into leases for terms of not more than 5 vears in foreign coun- 
tries. A study of this matter reveals that substantial savings can be 
effected by the granting of this authority and the House, therefore, 
receded. This particular item, again, was an item which had not 
matured to the point where it could be presented to the House com- 
mittee during its hearings on the bill. 

Section 418 relates to clearance with the Armed Services Committees 
of housing constructed by or for the use of military or civilian personnel 
of the military services. The language of this section was slightly 
modified to include housing which is acquired as well as constructed. 
It was further modified to conform the clearance procedure, from the 
standpoint of language, to other similar laws. 

With respect to the section of the bill dealing with the use of modular 
design and construction, the conferees agreed upon language which 
provides more flexibility in the use of this important construction 
device. 

As the bill passed the House it contained authority for the acquisi- 
tion of Wherry housing projects. The Senate struck this authority. 
The conferees agreed upon language which, while similar to that in 
the House version of the bill, will approach the problem of Wherry 
housing acquisition in a more realistic fashion. The conferees would 
like to reiterate the importance which they attach to the acquisition 
of Wherry housing because of the great savings which can be effected 
in this field. The new language appears as section 420 of the bill. 
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On the floor of the Senate an amendment was agreed to which would 
authorize payments to landowners, the market value of whose prop- 
erty was decreased as a result of the establishment of military facilities 
adjacent to their properties. The conferees agreed that this matter 
presents a problem which finds examples in all parts of the country. 
It is one which is already the subject of study within the Department 
of Defense and is one which must be faced and solved. The problem 
does, however, contain so many elements of as yet undetermined 
nature, and is so fraught with complexities in individual application, 
that it is obvious it will require extended study before adequate legis- 
lation can be developed. The conferees urge that the Department 
continue its studies in this field in order that it may make appropriate 
recommendations to Congress without substantial delay. 

As the bill passed the House, the authorities granted in the Army, 
Navy, and Air Force titles totaled $1,843,036,000. The corresponding 
authority granted in the Senate version of the bill totaled $2,106,611,000, 
or $263,575,000 more than the House version. The total agreed to 
by the conferees for titles I, II, and ITI is $2,138,886,000. This latter 
sum is $295,850,000 more than the House version and $32,275,000 
more than the Senate version. 

Cart VINSON, 

OveRTON BrRoOoOKs, 

Pau J. Kinpay, 

Dewey Sxorr, 

L. C. Arenps (except 
as to the Kalkaska-Manistee 
item), 
Managers on the Part Of the House. 


O 
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Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany H. J. Res. 614} 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the joint resolution (H. J. Res. 614) to authorize the con- 
struction of 2 prototype ships, and the conversion of 1 Liberty ship, 
by the Maritime Administration, Department of Commerce, having 
considered the same, report favorably thereon with amendments and 
recommend that the joint resolution do pass. 

The amendments are as follows: 

Line 6, delete the words, “two prototype merchant ships,” and 
insert in lieu thereof, “one prototype merchant ship’’. 

Line 7, delete the words, “one of the ‘Freedom’ class and one’. 

Amend the title so as to read: 


To authorize the construction of one prototype ship, and 
the conversion of one Liberty ship, by the Maritime Admin- 
istration, Department of Commerce. 


This bill would authorize the appropriation to the Department of 
Commerce of such sums as may be necessary, to remain available until 
expended, to construct, outfit, and test a prototype merchant ship of 
the Clipper class, as designed by the Maritime Administration, 
Department of Commerce, and to convert, outfit, and test one national 
defense reserve fleet Liberty ship. The bill provides that such con- 
struction, conversion, outfitting, and testing shall be subject to the 
provisions of the Merchant Marine Act, 1936, as amended. 

The Maritime Administration, Department of Commerce, in carry- 
ing out its responsibilities under the merchant marine and shipping 
acts, and its assigned functions under overall mobilization planning, 
has developed a number of basic merchant ship designs, and has been 
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conducting an experimental program on several Liberty ships in the 
reserve. fleet. The Clipper class prototype vessel which would be 
constructed pursuant to the authorization of this bill would be of 18 
knots speed, 10,900 deadweight tons, and 12,100 horsepower. Its 

resent estimated cost is $8,900,000. The design bas been approved 

y the Department of the Navy as being most suitable as a versatile 
and efficient crago carrier, useful as a military auxilliary in time of 
war or national emergency. It would be capable of handling a wide 
variety of military cargoes, and its dimensions and draft would enable 
it to transit the St. Lawrence seaway. 

The Maritime Administrator testified that the construction of this 
type of vessel can be accomplished with limited man-hours, and with 
the least use of critical materials and equipment, consistent with 
requirements of safety and the ability to carry general cargo. The 
design contemplates extensive prefabrication, minimum use of large 
castings and forgings, and other production features to enhance the 
suitability of the ship for mass production. The construction of the 
prototype will require the development of complete working plans, 
purchase orders, bills of material, and other engineering data that 
will be available for mobilization shipbuilding. Actual construction 
of the ship will also provide both shipyard and operational experience. 

This bill is necessary because existing law does not provide general 
authority for the construction of experimental or prototype ships. 

The bill, as introduced, would have provided for authority to Puild 
another prototype vessel of the sceniind I'reedom class. However, 
in testimony before the Committee the Maritime Administrator testi- 
fied that one steamship operator has recently committed itself to 
construct seven of the Freedom class ships for commercial operation 
on the essential trade route which it serves. In view of this fact, the 
committee felt that the Government could obtain most, if not all, of 
the construction and operational experience through the production 
of these seven ships that it otherwise would obtain through the con- 
struction of a single prototype ship with no planned economic use. 
Therefore. it was concluded that the construction of a Freedom class 
prototype for Government account at an estimated cost of $8,500,000 
was not justified, and the bill as reported hereby has been amended 
accordingly. 

In the course of the committee’s hearings on this subject it was 
learned that some 54 large vessels are under contract to be started 
this year in American shipyards. Firm commitments and forward 
planning indicate excellent prospects for the return of the American 
shipbuilding industry to safe and stable levels during the next several 
years as replacement needs of the American merchant marine are 
met on a phased and orderly basis. 

The Liberty ship conversion called for in the bill is an integral part 
of the experimental conversions already underway on Liberty-type 
vessels, in an effort to determine the best and most economical ways 
and means to utilize the large numbers of this type of ship presently 
preserved in the national defense reserve fleet. Moreover, the knowl- 


edge and experience gained in connection with the various experi- 
mental conversions involving cargo handling equipment, engine im- 
provement, and modifications of hull design should be of immense value 
in advancing shipbuilding know-how in this country. 


As amended, this bill is hereby reported unanimously by your 
committee, and early enactment is urged. 
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A letter dated May 3, 1956, from the Secretary of Commerce, trans- 
mitting the proposed bill and explanatory statement, is as follows: 


Tue SecreTARY OF COMMERCE, 
Washington, May 8, 1956. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: There are submitted herewith draft and ex- 
planatory statement of the purpose of a joint resolution designed to 
authorize the construction of 2 prototype ships. and the conversion 
of 1 reserve fleet Liberty ship, by the Maritime Administration, 
Department of Commerce. 

The purpose and provisions of the proposed legislation are set forth 
in the accompanying statement. 

The Director of the Bureau of the Budget has advised that there 
would be no objection to the submission of the proposed measure to 
the Congress. 

Sincerely yours, 
StncLtatrr WEEKs, 
Secretary of Commerce. 


JOINT RESOLUTION To authorize the construction of two prototype 
ships, and the conversion of one Liberty ship, by the Maritime 
Administration, Department of Commerce 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress Assembled, That there 
is hereby authorized to be appropriated to the Department 
of Commerce, Maritime Administration, such sums as may 
be necessary, to remain available until expended, to con- 
struct, outfit, and test two prototype merchant ships, one 
of the Freedom class and one of the Clipper class, as de- 
signed by the Maritime Administration, Department of 
Commerce, and to convert, outfit, and test one reserve fleet 
Liberty ship. Such construction and conversion, outfitting, 
and testing shall be subject to the provisions of the Merchant 
Marine Act, 1936, as amended. 

In the 1957 budget estimate there is also included provi- 
sion for the experimental modernization of one reserve fleet 
Liberty ship. ‘The estimate for this conversion is $3,600,000. 

The 1957 estimate provides for the construction of one 
yrototype based upon the mobilization version of the 
vasdies design, which would perform the work accomplished 
by the Liberty ship in the last war, and for one prototype of 
the Clipper design which represents a versatile intermediate 
size dry cargo ship. 

The Maritime Administration is directly responsible, 
under overall mobilization planning, for providing proven 
ship designs in the event of an emergency. The practicality 
‘aad efficiency of a new class of ships proposed for mass con- 
struction can be proven only by the construction and opera- 
tion of a model in advance of mass production. The replace- 
ment ship design studies under consideration provide for 
mobilization and commercial concepts. The mobilization 
concepts are intended to be suitable for wartime mass con- 


90015°—57 H. Rept., 84-2, vol. 4——74 














: 
: 
; 
fs 
= 
: 
; 
3 
s 


4 


CONSTRUCTION AND CONVERSION OF MERCHANT VESSELS 


struction. The ship planned for construction in the largest 
numbers in case of an emergency is the mobilization version 
of the Freedom class. 

The Clipper class design provides for full commercial 
utility. It represents a versatile intermediate size dry cargo 
ship. It will handle a wide variety of military cargoes and 
will be capable of transiting the St. Lawrence seaway. The 
Department of the Navy has indicated that vessels of this 
desing will be most suitable for armed cargo types. 

The Freedom prototype will have these approximate 
characteristics: 16 knot speed; 8,790 deadweight tons, and 
7,700 shaft horsepower. The estimated construction cost 
is $6,500,000. The approximate characteristics of the Clip- 

er prototype will be 18-knot speed and 12,100 horsepower. 
he estimated construction cost is $8,900,000. 


There are no changes in existing law. 


O 
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Mr. Ricuarps, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 11356} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 11356) to 
amend further the Mutual Security Act of 1954, as amended, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act may be cited as the “Mutual 
Security Act of 1956’. 

Sec. 2. The Mutual Security Act of 1954, as amended, is further 
amended by redesignating section 549, a statement of Congressional 
policy, as section 2, by inserting it immediately after the first section of 
the Act and before title I, and by amending it to read as follows: 

“Sec. 2. Srarement or Porticy.—(a) The Congress of the United 
States, recognizing that the peace of the world and the security of the 
United States are endangered as long as international communism and 
the nations it controls continue by threat of military action, use of eco- 
nomic pressure, internal subversion, or other means to attempt to 
bring under their domination peoples now free and independent and 
continue to deny the rights of freedom and self-government to peoples 
and nations once free but now subject to such domination, declares it to 
be the policy of the United States to continue as long as such danger to 
the peace of the world and to the security of the United States persists to 
maké available to free nations and peoples upon request assistance of 
such nature and in such amounts as the United States deems advisable 
compatible with its own stability, strength, and other obligations, and as 
may be needed and effectively used by such free nations and peoples to 
help them maintain their freedom. 
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“(b) It is the sense sf the Congress that inasmuch as— 

“(1) the United States, through mutual security programs, has 
made substantial contributions to the economic recovery and rehabili- 
tation of the nations of Western Europe; 

(2) due in part to those programs, it has been possible for such 
nations to achieve complete economic recovery and to regain their 
military strength; and 

*(8) certain other friendly nations of the world remain in need of 
assistance in order that they may defend themselves against aggression 
and contribute to the security of the free world, 

those nations that have been assisted in their recovery should, in the future, 
share with the United States to a greater extent the financial burden of 
providing aid to those countries which are still in need of assistance of the 
type provided under this Aet. 

““(e) It is the sense of the Congress that assistance under this Act shall 
be administered so as to assist other peoples in their efforts to achieve 
self-government or independence under circumstances which will enable 
them to assume an equal station among the free nations of the world and to 
fulfill their responsibilities for self-government or independence.” 

Sec. 3. Title I, chapter 1, of the Mutual Security Act of 1954, as 
amended, which relates to military assistance, is further amended as 
follows: 

(a) In section 108 (a), which relates to authorizations, add the follow- 
ing new paragraph: 

“(3) In addition, there is hereby authorized to be appropriated to the 
President to carry out the purposes of this chapter not to exceed 
$2,225 ,000,000, which shall remain available until expended.” 

(6) In section 105, strike out subsections (c) and (d), and strike out 
the reference to subsection (d) in section 518. 

Sec. 4. Title I, chapter 3, of the Mutual Security Act of 1954, as 
amended, which relates to defense support, is further amended by sub- 
stituting a semicolon for the period after “Asia” in subsection (c) of 
section 131 and inserting thereafter the following: 

“and for the fiscal year 1957 not to exceed— 

“(1) $71,200,000 for Europe (excluding Greece and Turkey); 

(2) $170,000,000 for the Near East (including Greece and 
Turkey) and Africa; 

““(3) $882,000,000 for Asia; and 

“‘(4) $52,000,000 for Latin America. 

“Funds made available under paragraph (4) may be used to furnish 
assistance designed to sustain ol increase military effort or political or 
economic stability, and may be used without regard to the requirements 
of sections 141 and 142 in the case of any nation which is a party to the 

nter-American Treaty of Reciprocal Assistance and which hes adhered 
to the resolution of 1954 entitled ‘Declaration of Solidarity for the Preser- 
vation of the Political Integrity of the American States against the Inter- 
vention of International Communism’. Of the funds made available 
under paragraph (4), the sum of $15,000,000 shall remain available 
until expended, notwithstanding any other provision of this subsection, 
and in the utilization of such sum preference shall be given to (A) proj- 
ects or programs-that will clearly contribute to promoting health, educa- 
tion, and sanitation in the area as a whole or among a group or groups 
of countries of the area, (B) joint health, education, and sanitation 
assistance programs undertaken by members of the Organization of 
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American States, and (C) such land resettlement programs as will 
contribute to the resettlement of foreign and native migrants in the area 
as a whole, or in any country of the area, for the purpose of advancing 
economic development and agricultural and industrial productivity: 
Provided, That assistance under this sentence shall emphasize loans 
rather than grants wherever possible, and not less than 75 per centum 
of the funds made available for assistance under this sentence shall be 
available only for furnishing assistance on terms of repayment in accord- 
ance with the provisions of section 505.” 

Sec. 5. Title I, chapter 4, of the Mutual Security Act of 1954, as 
amended, which contains general provisions relating to mutual defense 
assistance, is amended by adding at the end thereof the following new 
section: 

“Sec. 143. Notwithstanding any other provision of law, no assistance 
under this title or any other title of this Act, or under any provision of 
law repealed by section 542 (a) of this Act, shall be furnished to Yugo- 
slavia after the expiration of ninety days following the date of the enact- 
ment of this section, unless the President finds and so reports to the 
Congress, with his reasons therefor, (1) that there has been no change 
in the Yugoslavian policies on the basis of which assistance under this 
Act has been furnished to Yugeslavia in the past, and that Yugoslavia 
is independent of control by the Soviet Union, (2) that Yugoslavia is not 
participating in any policy or program for the Communist conquest of 
the world and (8) that it is in the interest of the national security of the 
United States to continue the furnishing of assistance to Yugoslavia under 
this Act.” 

Sec. 6. Title II of the Mutual Security Act of 1954, as amended, 
which relates to development assistance, 1s amended by striking out 
sections 201 and 202 and substituting the following new section: 

“Sec. 201. Aurnorizarion.—(a) In addition to the funds heretofore 
appropriated pursuant to the provisions of sections 201 and 418 of this 
Act as in effect prior to the enactment of the Mutual Security Act of 
1956, which funds shall remain available for their original purposes in 
accordance with the provisions of law originally applicable thereto, there 
is hereby authorized to be appropriated to the President not to exceed 
$293,000 ,000, to remain available until June 30, 1960, for assistance 
designed to promote the economic development of free Asia, the Middle 
East, and Africa, based on self-help and mutual cooperation of friendly 
nations, and to maintain economic and political stability in these areas. 

“(b) The President is authorized to utilize the funds hereafter made 
available for purposes of this title to accomplish in these areas policies and 
purposes declared in this Act, and to disburse them on such terms and 
conditions, including transfer of funds, as he may specify: Provided, 
That eighty per centum of such assistance shall only be available on terms 
of repayment, except (1) when such funds are used to finance sales of 
surplus agricultural commodities under section 402, or (2) when granted 
for the purpose of a regional project involving two or more beneficiary 
nations: And provided further, That nol more than 25 per centum of any 
funds hereafter made available for purposes of this title shall be used in 
furnishing bilateral assistance to any one nation. 

“(¢) Funds made available under this title may be used for expenses 
(other than those provided for under section 411 (c) of this Act) to assist 
in carrying out functions under the Agricultural Trade Development and 
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Assistance Act of 1954, as amended (7 U.S. C. 1691 and the following), 
delegated or assigned to any agency or officer administering nonmilitary 
assistance.” 

Sec. 7. Title III of the Mutual gga Act of 1954, as amended, 
which relates to technical cooperation, is further amended as follows: 

(a) In section 304 (b), which relates to authorization, after 
“$146,500,000"’, insert “, and for the fiscal year 1957 not to exceed 
$140,500,000,’’. 

(b) In section 306, which relates to multilateral technical cooperation: 

(1) In subsection (a), which relates to contributions to the United 
Nations Expanded Program of Technical Assistance, strike out all 
following 1956” and substitute ‘‘, and $15,500,000 for the fiscal year 
1957, for such contributions;”’. 

(2) In subsection (6), which relates to contributions to the technical 
cooperation programs of the Organization of American States, strike out 
all following ‘‘1956” and substitute ‘‘, and $1,500,000 for the fiscal year 
1957, for such contributions.”’. 

(c) In section 307, which relates to advances, grants, and contracts, 
strike out all following “‘Congress,’”’ in the last sentence thereof and 
substitute “extend at any time for not more than three years.’’. 

Sec. 8. Title IV of the Mutual Security Act of 1954, as amended, 
which relates to other programs, is further amended as follows: 

(a) Amend section 401, which relates to special fund, as follows: 

(1) In the first sentence of subsection (a), strike out $50,000,000” and 
substitute ‘‘$150,000,000"’; and in the last sentence of such subsection 
strike out “$20,000,000” and substitute ‘‘$30,000,000"’. 

, (2) In the second sentence of subsection (a), strike out the words ‘‘and 
Austria’. 

(3) In subsection (b), after ““$100,000,000"’, insert “‘, and for the fiscal 
year 1957 not to exceed $100,000,000,”’. 

(4) Add to section 401 the following new subsection: 

“(c) It is the purpose of this Act to advance the cause of freedom. 
The Congress joins with the President of the United States in proclaiming 
the hope that the peoples who have been subjected to the captivity of com- 
munist despotism shall again enjoy the right of self-determination within 
a framework which will sustain the peace; that they shall again have the 
right to choose the form of government under which they will live, and that 
sovereign rights of self-government shall be restored to them all in ac- 
cordance with the pledge of the Atlantic Charter. Funds available under 
this section may be used for programs of information, relief, exchange of 
persons, education, and resettlement, to encourage the hopes and aspira- 
tions of peoples who have been enslaved by communism.” 

(6) In section 402, which relates to earmarking of funds, after 
“$300 ,000,000”’, insert “‘, and of the funds so authorized for the fiscal 
year 1957 not less than $250,000,000,”’. 

(c) In section 403 (b), which relates to special assistance in joint con- 
trol areas, after “‘$21,000,000"’, insert “‘, and for the fiscal year 1957 
not to exceed $12,200,000,’’. i 


(d) Amend section 405, which relates to migrants, refugees, and 
escapees, as follows: 

(1) In subsection (c), after “$1,400,000”, insert “, and for the fiscal 
year 1957 not to exceed $2,300,000,”’. 

(2) In subsection (d), after “$6,000,000”, insert “, and for the fiscal 
year 1957 not to exceed $7,000,000,”. 
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(e) In section 406 (b), which relates to children’s welfare, after 
“$14,500,000"’, insert “, and for the fiscal year 1957 not to exceed 
$10,000,000,’’. 

(f) In section 407 (6), which rilates to Palestine refugees in the Near 
East, strike out “for the fiscal year 1956”. 

(g) Amend section 409, which relates to ocean freight charges, by in- 
serting in subsection (c), after “$2,000,000” in the last sentence thereof, 
the at *, and for the fiscal year 1957 not to exceed $3,000,000,’’. 

(h) In section 410, which relates to Control Act expenses, after 
“$1,175,000,” in the first sentence thereof, insert “and for the fiscal year 
1957 not to exceed $1,175,000,”’. 

(t) Amend section 411, which relates to administrative and other 
expenses, as follows: 

(1) In subsection (b), strike out all that follows “$35,225,000,” and 
insert “‘and for the fiscal year 1957 not to exceed $35,250,000, for necessary 
administrative expenses incident to carrying out the provisions of this Act 
(other than chapter 1 of title I and section 124).”’. 

(2) Redesignate subsection ‘“‘(c)” as subsection “(e)’’, and insert after 
subsection (6) the following new subsections: 

“(c) Not to exceed $1,500,000 of funds made available under title I 
may be transferred in the fiscal year 1957 for necessary administrative 
expenses not otherwise provided for incident to carrying out functions 
under the Agricultural Trade Development and Assistance Act of 1954, 
as amended (7 U. S. C. 1691 and the following), delegated or assigned to 
any agency or officer administering nonmilitary assistance, and the 
amounts so transferred shall be consolidated with funds made available 
pursuant to this section for said fiscal year. 

“(d) There are authorized to be appropriated to the Department of 
State such amounts, not to exceed $7,000,000 in any fiscal year, as may 
be necessary from time to time for administrative expenses which are 
incurred for normal functions of the Department which relate to functions 
under this Act.” 

(7) In section 413 (b) (2), after “to encourage and facilitate the flow 
of private investment to’’, insert ‘‘, and its equitable treatment in,”’. 

(k) Amend section 413 (b) (4) as follows: 

(1) After “may make’’, insert “, through the agency primarily respon- 
sible for administering nonmilitary assistance under this Act,”’. 

(2) Substitute “June 30, 1967” for “June 30, 1957’’. 

(3) In subparagraph (B) (ii), before the semicolon at the end thereof, 
insert “‘or by reason of war’. 

(4) Amend subparagraph (F) to read as follows: 

“(F) the President is authorized to issue guaranties up to a total 
face value of 500,000,000 exclusive of informational media quaran- 
ties heretofore and hereafter issued pursuant to section 1011 of the 
Act of January 27, 1948, as amended (22 U.S. C. 1442), and 
section 111 (b) (3) of the Economic Cooperation Act of 1948, as 
amended (22 U.S. C. 1509 (b) (8)): Provided, That any funds 
allocated to a guaranty and remaining after all liability of the 
United States assumed in connection therewith has been released, 
discharged, or otherwise terminated, and funds realized after June 
30, 1955, from the sale of currencies or other assets acquired pur- 
suant to subparagraph (C), shall be available for allocation to other 
quaranties, and the foregoing limitation shall be increased to the 
extent that such funds become available. Any payments made to 
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discharge liabilities under guaranties issued under this paragraph 
shall be paid out of fees collected under subparagraph (12) as long as 
such fees are available, and thereafter shall be paid out of funds 
realized from the sale of currencies or other assets acquired pursuant 
to subparagraph (C) and notes which have been issued under authority 
of paragraph 111 (c) (2) of the Economic Cooperation Act of 
1948, as amended, and authorized to be issued under this paragraph 
by the Director of the Internaiional Cooperaiion Administration, 
when necessary to discharge liabilities under any such guaranty: 
Provided, That all guaranties issued after June 30, 1956, pursuant 
to this paragraph shall be considered for the purposes of sections 
3679 (31 U.S. C. 665) and 3732 (41 U.S. C. 11) of the Revised 
Statutes, as amended, as obligations only to the extent of the probable 
ultimate net cost to the United States of such quaranties; and the 
President shall, in the submission to the Congress of the reports 
required by section 584 of this Act, include information on the 
operation of this paragraph: Provided further, That at all times 
funds shall be allocated to all outstanding guaranties issued prior to 
July 1, 1956, exclusive of informational media guaranties issued 
pursuant to section 1011 of the Act of January 27, 1948, as amended 
(22 U.S. C. 1442), and section 111 (b) (8) of the Economic Coopera- 
tion Act of 1948, as amended, equal to the sum of the face value of 
said guaranties. For the purpose of this paragraph the Director of 
the International Cooperation Administration is authorized to issue 
notes (in addition to the notes heretofore issued pursuant to para- 
graph 111 (c) (2) of the Economie Cooperation Act of 1948, as 
amended) in an amount not to exceed $37 500,000, and on the same 
terms and conditions applicable to notes issued pursuant to said 
paragraph 111 (c) (2);”. 

(1) Amend section 415, which relates to assistance to international 
organization, as follows: 

(1) Change “Oreanizarion”’ in the title to““OraanizaTions”, 

(2) After “the North Atlantic Treaty Organization’’, insert ‘“‘and the 
Organization for European Leonomie Cooperation’. 

(m) Repeal section 418, which relates to President’s Fund for Asian 
Economic Development. 

(n) Add the following new section: 

“Sec. 421. Foop anp Acricutturre Oroanization.—Public Law 
174, Seventy-ninth Congress, as amended by section 1 (6) of Public Law 
806, Eighty-first Congress, ts hereby further amended by striking out the 
figure ‘$2,000,000’ in section 2 neh and inserting in lieu thereof the 
figure ‘$3,000,000’, and by inserting before the period at the end of such 
section a colon and the following: ‘Provided, That the percentage con- 
tribution of the United States to the total annual budget of the Organization 
shall not exceed 31.5 per centum’.” 

Sec. 9. Title V, chapter 1, of the Mutual Security Act of 1954, as 
amended, which relates to general provisions, is further amended as 
follows: 

(a) In section 501, which relates to transferability of funds, strike out 
the last three sentences. 

(6) In section 502 (b), which relates to use of foreign currencies by 
committees of Congress. strike oud ‘Joint Committee on the Economic 
Report’’ and insert “Joint Economie Committee and the Select Com- 
mittees on Small Business of the Senate and House of Representatives’. 
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(c) Amend section 507, which relates to availability of funds, to read 
as follows: 

“Sec. 507. Avainapinity or Funps.—Except as otherwise provided 
in this Act, funds shall be available to carry out the provisions of this 
Act (other than sections 414 and 416) as authorized and appropriated 
to the President each fiscal year.” 

(d) In section 509, which relates to shipping on United States vessels, 
after ‘this Act’ in the last sentence thereof, insert “or the Agricultural 
Trade Development and Assistance Act of 1954, as amended (7 U.S. C. 
1691 and the following),”. 

(e) Add the following new section: 

“Sec. 515. Aurnorizarion ror Grant or Conrract AvuTuoriry.— 
Provisions in this Act authorizing the appropriation of funds shall be 
construed to authorize the granting in any appropriation Act of authority 
to enter into contracts, within the amounts so authorized to be appropri- 
ated, creating obligations in advance of appropriations.” 

Sec. 10. Title V, chapter 2, of the Mutual Security Act of 1954, as 
amended, which relates to organization and administration, is further 
amended as follows: 

(a) In section 521, which relates to delegation of authority by the 
Lat el after “subsection (b)” in subsection (a), insert “‘and section 
413 (b) (4)”. 

(b) Amend section 522, which relates to allocation and reimbursement 
among agencies, as follows: 

(1) Add the following at the end of subsection (b): ““The Administrator 
of General Services is authorized to maintain in a separate consolidated 
account, which shall be free from fiscal year limitations, payments received 
by the General Services Administration for administrative surcharges in 
connection with procurement services performed by the General Services 
Administration in furtherance of the purposes of this Act. Such pay- 
ments shall be in amounts mutually acceptable to the General Services 
Administration and the United States Government agency which finances 
the procurement, and these amounts shall be available for administrative 
expenses incurred by the General Services Administration in performing 
such procurement services.” 

(2) Add the following new subsection: 

“(f) Any appropriation made to carry out the provisions of this 
Act may initially be charged, within the limits of available funds, to 
finance expenses for which funds are available in other appropriations 
made under this Act: Provided, That as of the end of the same fiscal year 
such expenses shall be finally charged to applicable appropriations with 
proper credit to the appropriations initially utilized for financing 
purposes.” 

(c) In section 5380, which relates to experts and consultants or organiza- 
tions thereof, insert before the period at the end of subsection (a) the 
following: “: Provided, That contracts for such employment with such 
organizations may be renewed annually’. 

(d) In section 532, which relates to exemption of personnel from 
certain Federal laws, add the following at the end of subsection (a): 
“Contracts for the employment of retired military personnel with special- 
ized research and development experience, not to exceed ten in number, 
as experts or consultants under section 530 (a), may be renewed annually, 
noturthstanding section 15 of the Act of August 2, 1946 (6 U.S. C. 55a). 
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(e) Amend section 535, which relates to cooperation with international 
organizations, as follows: 

(1) Insert “ Narions anv” after“ Wirn” in the title. 

(2) Amend subsection (b) to read as follows: 

“(b) Whenever the President determines it to be in furtherance of the 
purposes and within the limitations of this Act, United States Government 
agencies, on request of international organizations, are authorized to 
furnish supplies, materials, and services, and on request of nations, are 
authorized to furnish nonmilitary supplies, materials, and services, to 
such organizations and nations on an advance of funds or reimbursement 
basis. Such advances, or reimbursements which are received under this 
subsection within one hundred and eighty days after the close of the fiscal 
year in which such supplies, materials, and services are delivered, may be 
credited to the current applicable appropriation or fund of the agency 
concerned and shall be available for the purpoves for which such appro- 
priations and funds are authorized to be mt 5 

(f) Add the following new section: 

“Sec. 587. Provisions on Uses or Funps.— 

“‘(a) Appropriations for the purposes of this Act (except for chapter 1 
of title I and section 124), allocations to any United States Government 
agency, from other appropriations, for functions directly related to the 
purposes of this Act, and funds made available for other ao to 
any agency administering nonmilitary assistance, shall be available for: 

““(1) rents in the District of Columbia for the fiscal year 1957: 

“(2) expenses of attendance at meetings concerned with the 
purposes of such appropriations, including (notwithstanding the 
provisions of section 9 of the Act of March 4, 1909 (81 U.S. C. 673)) 
expenses in connection with meetings of persons whose employment 
is authorized by section 530 of this Act; 

““(3) employment of aliens, by contract, for services abroad; 

(4) purchase, maintenance, operation, and hire of aircraft: 
Provided, That aircraft for administrative purposes may be pur- 
chased only as specifically provided for in an appropriation or 
other Act; 

(5) purchase and hire of passenger motor vehicles: Provided, 
That, except as may otherwise be provided in an appropriation or 
other Act, passenger motor vehicles abroad for administrative pur- 
poses may be purchased for replacement only and such vehicles 
may be exchanged or sold and replaced by an equal number of such 
vehicles and the cost, including exchange allowance, of each such 
replacement shall not exceed $3,300 in the case of an automobile 
for the chief of any special mission or staff abroad established under 
section 526 of this Act: Provided further, That passenger motor 
vehicles may be purchased for use in the continental United States 
only as may be specifically provided in an appropriation or other 
Act; 


““(6) entertainment within the United States (not to exceed $15,000 
in any fiscal year except as may otherwise be provided in an appro- 
priation or other Act); 

“(7) exchange of funds without regard to section 3651 of the 
Revised Statutes (81 U. S. C. 548), and loss by exchange; 

“(8) expenditures (not to exceed $50,000 in any fiscal year except 
as may otherwise be provided in an appropriation or other Act) 
of a confidential character other than entertainment: Provided, That 
a certificate of the amount of each such expenditure, the nature of 
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which it is considered inadvisable to specify, shall be made by an 
officer administering nonmilitary assistance, or such person as he 
may designate, and every such certificate shall be deemed a sufficient 
voucher for the amount therein specified; 

“(9) insurance of official motor vehicles in foreign countries; 

(10) rental of quarters outside the continental limits of the 
United States to house employees of the United States Government 
(without regard to section 322 of the Act of June 30, 1932, as amended 
(40 U. S. C. 278a)), lease, necessary repairs and alterations to 
quarters; 

(11) actual expenses of preparing and transporting to their 
former homes in the United States or elsewhere, and of care and 
disposition of, the remains of persons or members of the families 
of persons who may die while such persons are away from their 
homes participating in activities carried out with funds covered by 
this subsection (a); 

““(12) purchase of uniforms; 

(13) payment of per diem in lieu of subsistence to foreign par- 
ticipants engaged in any program of furnishing technical information 
and assistance, while such participants are away from their homes 
in countries other than the continental United States, at rates not 
tn excess of those prescribed by the Standardized Government Travel 
Regulations, notwithstanding any other provision of law; 

““(14) expenses authorized by the Foreign Service Act of 1946, 
as amended (22 U. S. C. 801 and the following), not otherwise 
provided for; 

(15) we and drinking water for use abroad; 

“*(16) services of commissioned officers of the Public Health Service 
and of the Coast and Geodetic Survey, and for the purposes of pro- 
viding such services the Public Health Service may appoint not to 
exceed twenty officers in the regular corps to grades ons that of 
senvor assistant, but not above that of director, as otherwise authorized 
in accordance with section 711 of the Act of July 1, 1944, as amended 
(42 U.S. C. 211a), and the Coast and Geodetic Survey may appoint 
for such purposes not to exceed twenty commissioned officers in 
addition to those otherwise authorized; 

““(17) expenses in connection with travel of personnel outside the 
continental United States, including travel expenses of dependents 
(including expenses during necessary stopovers while engaged in such 
travel) and transportation of personal effects, household goods, and 
automobiles of such personnel when any part of such travel or trans- 
portation begins in one fiscal year pursuant to travel orders issued 
in that fiscal year, notwithstanding the fact that such travel or trans- 
portation may not be completed during that same fiscal year, and 
cost of transporting to and from a place of storage, and the cost of 
storing, the furniture and household and personal effects of any 
employee (i) for not to exceed three months after first arrival at a 
new post, (ti) when an employee is assigned to a post to which he 
cannot take, or at which he rs unable to use, his furniture and house- 
hold and personal effects, or (iii) when such storage would avoid the 
cost of transporting such furniture and effects from one location to 
another, under such regulations as an officer administering non- 
reece 5 assistance, or such person as he may designate, may 
pres . 
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“(18) payment of unusual expenses incident to the operation and 
maintenance of official residences for chiefs of special missions or 
staffs serving in accordance with section 526 of this Act. 

“(b) United States Government agencies are authorized to pay the 
costs of health and accident insurance for foreign participants in any 
exchanye-of-persons program or any program of furnishing technical 
information and assistance administered by any such agency while such 
participants are en route or absent from their homes for purposes of 
participation in any such program, 

“(c) Not to exceed $12,000,000 of the funds available in the fiscal year 
1957 for assistance in Korea under this Act may be used by the President 
to construct or otherwise acquire essential living quarters, office space, 
and supporting facilities in Korea for use by personnel carrying out 
activities under this Act.” 

Sec. 11. Title V, chapter 3, of the Mutual Security Act of 1954, as 
amended, which relates to repeal and miscellaneous provisions, is further 
amended as follows: 

(a) Amend section 544, which relates to amendments to other laws, by 
adding the following new subsections: 

“(c) In section 4 of the Act of May 26, 1949 (63 Stat. 111, 5 U.S. C. 
151c), insert after the words ‘such functions’ the following: ‘, including 
if he shall so specify the authority successively to redelegate any of such 
functions,’. 

“(d) In the first sentence of section 32 (b) (2) of the Surplus Property 
Act of 1944, as amended (50 U. S. C. App. 1641 (b) (2)), after ‘any 
agency thereof’, insert ‘, including amounts received in repayment of 
principal or interest on any loan made under section 505 (b) of the 
Mutual Security Act of 1954, as amended’. 

“(e) Section 933 of the Foreign Service Act of 1946, as amended 
(22 U. S. C. 1148), is hereby amended by inserting after ‘continental 
United States’ where it appears in both subsection (a) and subsection (b) 
of that section ‘, its Territories and possessions,’. 

“(f) Section 1441 (c) of the Internal Revenue Code of 1954 ts hereby 
amended by inserting after paragraph (5) the following new paragraph: 

“*(6) PeR DIEM OF CERTAIN ALIENS.—No deduction or with- 
holding under subsection (a) shall be required in the case of amounts 
of per diem for subsistence paid by the United States Government 
(directly or by contract) to any nonresident alien individual who is 
engaged in any program of training in the United States under the 
Mutual Security Act of 1954, as amended.’ 

“(q) Section 1011 of the United States Information and Educational 
Exchange Act of 1948, as amended (22 U.S. C. 1442), is amended by 
inserting ‘(a)’ before‘ The Director’, by deleting everything after the words 
‘national interests of the United States’, by inserting a period at that point, 
and by inserting the following new subsections: 

““*(b) The Director is authorized to assume the obligation of not to 
exceed $28,000,000 of the netes authorized to be issued pursuant to 
subsection 111 (c) (2) of the Economic Cooperation Act of 1948, as 
amended (22 U.S. C. 1509 (c) (2)), together with the interest accrued ani 
unpaid thereon, and to obtain advances from time to time from the 
Secretary of the Treasury up to such amount, less amounts previously 
advanced on such notes, as provided for in said notes. Such advances 
shall be deposited in a special account in the Treasury available for 
payments under informational media guaranties. 
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“*(e) The Director is authorized to make informational media 
guaranties without regard to the limitations of time contained in sub- 
section 413 (b) (4) of the Mutual Security Act of 1954, as amended (22 
U. S. C. 1933 (6) (4)), but the total of such guaranties outstanding at 
any one time shall not exceed the sum of the face amount of the notes 
assumed by the Director less the amounts previously advanced on such 
notes by the Secretary of the Treasury plus the amount of the funds in the 
special account referred to in subsection (b). 

“““(d) Foreign currencies available after June 30, 1955, from con- 
versions made pursuant to the obligation of informational media guaran- 
ties may be sold, in accordance with Treasury Department regulations, 
for dollars which shall be deposited in the special account and shall be 
available for payments under new guaranties. Such currencies shall be 
available, as may be provided for by the Congress in appropriation Acts, 
for use for educational, scientific, and cultural purposes which are in the 
national interest of the United States, and for such other purposes of 
mutual interest as may be agreed to by the governments of the United 
States and the country from which the currencies derive. 

““*(e) Notwithstanding the provisions of subparagraph 418 (6) (4) 
(EZ) of the Mutual Security Act of 1954, as amended (22 U.S. C. 1933 
(b) (4) (E)), (1) fees collected for the issuance of informational media 
guaranties shall be deposited in the special account and shall be available 
for payments under informational media guaranties; and (2) the Director 
may require the payment of a minimum charge of up to fifty dollars for 
issuance of guaranty contracts, or amendments thereto. 

“*(f) The Director is further authorized, under such terms as he may 
prescribe, to make advance payments under informational media quaran- 
ties: Provided, That currencies receivable from holders of such quaranties 
on account of such advance payments shall be paid to the United States 
within nine months from the date of the advance payment and that 
appropriate security to assure such payments is required before any 
advance payment is made. 

““*(g) As soon as feasible after the enactment of this subsection, all 
assets, liabilities, income, erpenses, and charges of whatever kind pertain- 
ing to informational media guaranties, including any charges against 
the authority to issue notes provided in section 111 (ec) (2) of the Economic 
Cooperation Act of 1948, as amended, cumulative from the enactment 
of that Act, shall be accounted for separately from other guaranties issued 
pursuant to subsection 413 (b) of the Mutual Security Act of 1954, as 
amended (22 U.S. C. 1933 (b)): Provided, That there shall be transferred 
from the special account established pursuant to subsection (6), into the 
account available for payments under quaranties other than informational 
media guaranties, an amount equal to the total of the fees received for 
the issuance of quaranties other than informational media quaranties, and 
used to make payments under informational media guaranties.’ 

“(h) Section 104 (h) of the Agricultural Trade Development and 
Assistance Act of 1954, as amended (Publie Law 480, Highty-third 
Congress; 7 U. S. C. 1704), is amended by adding at the end thereof the 
following: ‘In the allocation of funds as among the various purposes set 
forth in this section, a special effort shall be made to provide for the 
purposes of this subsection, including a particular effort with regard to: 
(1) countries where adequate funds are not available from other sources 
for such purposes, and (2) countries where agreements can be negotiated 
to establish a fund with the interest and principal available over a period 
of years for such purposes.’ 
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““(a) Section 104 of the Agricultural Trade Development and Assistance 
Act of 1954 (Public Law 480, Eighty-third Congress; 7 U. S. C. 1704), 
as amended, is further amended by adding after paragraph (h) the 
following new paragraph: 

““*() for financing the translation, publication, and distribution 
of books and periodicals, including Government publications, abroad: 
Provided, That not more than $5,000,000 may be allocated for this 
purpose during any fiscal year.’ ”’ 

(6) Amend section 545, which relates to definitions, as follows: 

(1) Add at the end of subsection (h) the following: ‘Notwithstanding the 
foregoing previsions of this subsection (h) and for the purpose of estab- 
lishing a more equitable pricing system for transactions between the 
muitary departments and the Mutual Defense Assistance Program, the 
Secretary of Defense shall prescribe at the earliest practicable date, 
through appropriate pricing regulations of uniform applicability, that 
the term ‘value’ (except in the case of excess equipment or materials) 
shall mean— 

““(1) the price of equipment or materials obtaining for similar 
transactions between the Armed Forces of the United States; or 

(2) where there are no similar transactions within the meaning 
of paragraph (1), the gross cost to the United States adjusted as 
appropriate for condition and market value.” 

(2) Add the following new subsections: 

(7) The term ‘agency administering nonmilitary assistance’ shall 
refer to any agency to which authorities and functions under chapter 3 
of title I, title II, title II1, or title IV of this Act are delegated or assigned 
pursuant to authority contained in sections 521 and 525 of this Act. 

“(k) The term ‘officer administering nonmilitary assistance’ shall 
refer to any officer to whom authorities and functions under chapter 3 of 
title I, title II, title III, or title IV of this Act are delegated or assigned 
pursuant to authority contained in sections 521 and 525 of this Act.” 

(c) In section 548, which relates to unerpended balances, strike out 
‘heretofore’, substitute 1957” for 1956", and strike out the colon and 


the remainder of the sentence following ‘Act’ the second time it appears 
and insert a period. 


(d) Add the following new section: 

“Sec. 649. Speciat Provision on AVAILABILITY OF Funps.—An 
amount equal to 25 per centum of the funds authorized to be appropriated 
for any fiscal year for purposes of chapter 3 of title I, title IIT, or section 
403 of this Act is authorized to be continued available for three months 
beyond the end of the fiscal year for which appropriated.” 


FOREIGN RESEARCH REACTOR PROJECTS 


Sec. 12. (a) As one means of furthering peaceful uses of atomic 
energy on an international basis, there is hereby authorized to be ap- 
propriated to the President for the fiscal year 1957 not to exceed $5,950,000 
for use by the President, on such terms and conditions as he may specify, 
for research reactor projects undertaken or authorized by foreign gov- 
ernments which shall have entered into agreements for cooperation with 
the Government of the United States concerning the peaceful uses of 
atomic energy. 

(b) Nothing in this section shall alter, amend, revoke, repeal, or 
otherwise affect the provisions of the Atomic energy Act of 1954. 
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(ec) The United States share of the cost of any reactor made available 
0 another government or to other governments under this section shall 
not exceed $350,000. 

(d) In carrying out the purposes of this section, the appropriate 
United States departments and agencies shall give full and continuous 
publicity through the press, radio, and all other available media, so as to 
inform the peoples of the participating countries regarding the assistance, 
including its purpose, source, and character, furnished by the United 
States. Such portions of the equipment furnished under this section as 
may be appropriately die-stamped as a product of the United States shall 
be so stamped. 

Sec. 18. It is the sense of Congress that not to exceed $11,000,000 of 
the funds made available pursuant to the Mutual Security Act of 1954, 
as amended, for the fiscal year 1957 be transferred, in the discretion of 
the President, to the Department of State to carry out internationul 
educational exchange activities. Such amount is authorized to be trans- 
ferred to and consolidated with funds made available to the Department 
of State for the fiscal year 1957 for the activities authorized by the United 
States Information and Educational Exchange Act of 1948, as amended 
(22 U.S. C. 1431-1479), and by section 32 (b) (2) of the Surplus Prop- 
erty Act of 1944, as amended (50 U.S. C. App. 1641 (b)). The amount 
transferred pursuant to this section shall be in addition to funds other- 
wise appropriated for such activities, and not to exceed $500,000 of the 
amount so transferred may be used for administrative expenses. 

Sec. 14. It is the sense of Congress that in the preparation of the 
mutual security program, the President should take fully into account the 
desirability of affirmatively promoting the economic development of under- 
developed countries, both as a means of effectively counteracting the 
increased political and economic emphasis of Soviet foreign policy and 
as a@ means of promoting fundamental American foreign policy objec- 
tives of political and economic self-determination and independence. 

And the Senate agree to the same. 


Jas. P. RicHarps, 

Tuomas S. Gorpon, 

Tuomas E. Morgan, 

JoHn M. Vorys, 

Water H. Jupp, 

Managers on the Part of the House. 
Watrer F. Georce, 

THEODORE FrRANcis GREEN, 

J. W. Fu.sricnt, 

JOHN SPARKMAN, 

H. ALEXANDER SMITH, 

B. B. HickeNLooper, 

Wituram F. KNowLanpn, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 11356) to amend further the Mutual Security Act 
of 1954, as amended, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 
report: 

The Senate struck out all of the House bill after the enacting clause 
and inserted a substitute amendment. The committee of conference 
has agreed to a substitute for both the House bill and the Senate 
amendment. Except for clarifying, clerical, and necessary conforming 
changes, the differences are noted below: 

The committee of conference agreed on a total authorization of 
$3,927 ,575,000. This is an increase of $360,100,000 over the House 
bill and a reduction of $382,500,000 from the Senate amendment. 

The following table shows the comparable figures for the various 
categories in the bill and the executive, House, Senate, and conference 
agreement amounts, 
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STATEMENT OF POLICY (SEC. 2) 


The Senate amendment modified the statement of policy contained 
in the House bill in four respects. The House bill declared it to be the 
policy of the United States to provide assistance to other nations 
as long as the Soviet threat to the peace of the world and the security 
of the United States persists ‘‘of such nature and in such amounts as 
the United States is able to provide.”’ The Senate amendment 
substituted for the words “is able” the words ‘deems advisable’. 
The House accepted the words “deems advisable” as being a more 
satisfactory guide to United States policy. 

The Senate amendment provided for combining the statements of 
congressional policy already set forth in section 549 of the Mutual 
Security Act with the statement of policy contained in the present 
bill. The House accepted this change in the arrangement of the bill. 

The Senate amendment included a statement declaring it to be 
the policy of the United States to expand its own airpower through 
the construction of planes, guided missiles and other advanced weapons 
s0 as to be prepared at all times to resist any attack by the Communist 
powers. In addition, the Senate amendment contained a statement 
that the United States would furnish assistance to newly independent 
states in Africa in the same manner as in the case of other independent 
states. The Senate receded from its language pertaining to Africa 
not because Africa is unimportant but because authority and policy 


statements pertaining to newly independent states are included in 
previous legislation. 


AUTHORIZATION FOR MILITARY ASSISTANCE (SEC. 3) 


The House bill authorized $1,925 million for military assistance 
and included the limitation that no less than $48 million of this 
amount should be used to provide assistance to Spain and that not 
more than $402 million might be used to provide assistance to other 
European countries. The Senate bill authorized a total of $2,525 
million for military assistance. $1,600 million of this amount was to 
be used only to purchase equipment and materials for the Armed 
Forces of the United States in replacement for equipment and 
materials of a corresponding value which the Secretary of Defense 
was authorized to furnish from Department of Defense stocks for the 
mutual security program 

The committee of conference agreed to a total authorization of 
$2,225 million for military assistance, an increase of $300 million 
above the figure approved by the House, and a decrease of $300 mil- 
lion of the figure approved by the Senate. The restriction on the use 
of $1,600 million contained in the Senate bill for the purchase of equip- 
ment for the Armed Forces of the United States was eliminated, as 
were the limitations imposed by the House on the funds for Spain 
and for other European countries. It was specifically agreed by the 
conferees that Spain should receive, and would be expected to receive, 
the full amount of military assistance which had been programed by 
the executive branch and included in its request for the authorization 
of military funds. 

Although the managers on the part of the House opposed the provi- 
sion of the Senate bill restricting the use of a portion of the military 


funds to procurement from the Department of Defense, they recognized 
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the identity of purpose between our own Department of Defense 
budget and the funds authorized for the mutual security program. 
= wish to reiterate the recommendation in the committee report 
that— 


* * * while legislative policy authorization should continue 
to be coordinated and reviewed as at present, the executive 
branch carefully consider placing the military portion of the 
mutual security program in the Dopartinent of Defense bud- 
get next year. 


DEFENSE SUPPORT FOR EUROPE (SEC. 4 (1)) 


The House bill contained an authorization for $63,700,000 for 
defense support for Europe. The Senate amendment provided 
$78,700,000 for this purpose. The figure in the House bill represented 
a reduction of $15 million from the executive branch request. The 
report of the House committee stated that “the purpose of this 
reduction was to reduce the assistance which had been requested for 
Yugoslavia by 50 percent.” The Senate figure represented an 
authorization of the full amount of the executive request for defense 
support for Europe, including Yugoslavia. The committee of con- 
ference agreed to an authorization of $71,200,000, an increase of 
$7,500,000 above the figure in the House bill, and a decrease of 
$7,500,000 below the Senate authorization. 


DEFENSE SUPPORT FOR LATIN AMERICA (SEC. 4 (4)) 


Both the House bill, and the Senate amendment contained an 
authorization of $37 million for defense support to Latin America for 
fiscal year 1957. The House bill specified that such funds might be 
used to furnish assistance designed to sustain and increase “military 
or internal defense efforts,” while the Senate amendment provided 
that such assistance could be used to sustain and increase “military 
effort or political or economic stability.” 

The conference agreement incorporates the language of the Senate 
amendment, which more clearly expresses the intent of the House. 

The Senate amendment, in addition, contained a provision (sec. 8 
(1)) authorizing the establishment of an “economic development fund 
for Latin American countries’ and an appropriation of $35 million to 
remain available until expended, for this purpose. The Senate 
amendment required that such assistance shall emphasize loans 
rather than grants wherever possible, and not less than 75 percent of 
the funds appropriated shall be available only for furnishing assist- 
ance on terms of repayment in accordance with the provisions of sec- 
tion 505, and that not more than 25 percent of the funds may be 
allocated for assistance to any one country. The Senate amendment 
further specified that in utilizing the fund the President should give 
preference to: (1) projects or programs that will clearly contribute to 
promoting health, education, and sanitation in the area as a whole or 
among a group or groups of countries of the area, and (2) joint health, 
education, and sanitation assistance programs undertaken by mem- 
bers of the Organization of American States The House bill con- 
tained no such provision. 
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The conference agreement includes a modification of the Senate 
amendment with respect to the economic development fund. The 
amount of the fund is reduced to $15 million and is added to the 
defense support figure, making a total of $52 million for defense 
support for Latin America. The committee of conference points out 
that the additional sum of $15 million is to be used as a fund for basic 
economic development purposes in Latin America as specified in the 
conference agreement. ‘The requirement contained in the Senate 
amendment that not more than 25 percent of the $15 million fund may 
be allocated for assistance to any one country is omitted. The con- 
ference agreement also adds to the list of preferential projects and 
programs under this fund a third category— 


such land resettlement programs as will contribute to the 
resettlement of foreign and native migrants in the area as a 
whole, or in any country of the area, for the purpose of ad- 
vancing economic development and agricultural and indus- 
trial productivity. 


While preference is to be given to regional projects in the utilization 
of the $15 million authorized, this is not intended to exclude its use 
for bilateral projects. 


PROHIBITION OF ASSISTANCE TO YUGOSLAVIA (SEC. 5) 


Both the House bill and the Senate amendment contained a provi- 
sion prohibiting assistance to be furnished to Yugoslavia unless the 
President makes certain findings with respect to Yugoslavian policies 
and the national security of the United States. The Senate amend- 
ment specified that the prohibition shall be effective after the expira- 
tion of 90 days following the enactment of the bill, added a third finding 
“that Yugoslavia does not adhere to any policy for the Communist con- 
quest of the world” and required the President to report the findings 
to the Congress with his reasons therefor. 

The conference agreement retains the Senate language, except that 
the third finding is modified by requiring the President to find “that 
Yugoslavia is not participating in any policy or program for the 
Communist conquest of the world.” This modified language more 
nearly conforms to the intent inherent in both the House bill and the 
Senate amendment. 


DEVELOPMENT ASSISTANCE AND REGIONAL FUND AUTHORIZATIONS 
(SEC, 6) 


The House bill authorized a total of $243 million for development 
assistance for Asia, the Middle East, and Africa, and repealed an 
authorization of $100 million for Asian economic development which 
had been previously made but for which no funds had been appro- 
ere The language of the House bill provided for a single fund 
or development assistance instead of regional funds in particular 
areas. The funds authorized were made available until June 30, 1960. 
The House bill required that development assistance be provided on 
a loan basis, except when funds are used for financing sales of surplus 
agricultural commodities under section 402 or for regional projects 
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involving two or more nations. The House bill also required that not 
more than 25 percent of the funds authorized could be allocated to any 
country and that development assistance could only be given to a 
nation which had entered into a written agreement to permit partici- 
pation by private enterprise in the accomplishment of the purposes of 
the Mutual Security Act. Unobligated funds from prior authoriza- 
tions for development assistance and the fund for Asian economic 
development were continued available for their original purposes in 
accordance with the provisions of law originally applicable. 

The Senate bill authorized $143 million for development assistance, 
of which $63 million was made available for the Near East and Africa 
and $80 million for Asia. In addition, the Senate bill provided a 
special fund of $100 million for the Middle East and Africa and did not 
include a repeal of the authorization for Asian economic development. 
These authorizations made available a total of $343 million for pur- 
poses corresponding to those for which $243 million was authorized 
by the House. The Senate amendment required that 75 percent of 
all development assistance should be on a loan basis and 25 percent 
on a grant basis, except when funds are used for financing sales of 
surplus agricultural commodities under section 402 or for regional 
projects. No limitation as to the amount of assistance to be provided 
to any country was included. 

The committee of conference accepted the concept of a single eco- 
nomic development fund for all the countries of Asia, the Middle East, 
and Africa, as provided in the House bill, and authorized $293 million 
for this purpose—a figure $50 million above that contained in the 
House bil and $50 million less than the Senate figure. The committee 
of conference agreed to require that 80 percent of development 
assistance be on a loan basis, except to the extent that funds are used 
for financing sales of surplus agricultural commodities under section 
402 or for regional projects. Thus, 20 percent of the funds appro- 
priated under this section or transferred to it may be used for bilateral 
dollar grant assistance, but additional grant assistance may be avail- 
able solely for regional projects. The committee of conference 
further agreed to accept the limitation of 25 percent to any country 
contained in the House bill, with language to make clear that the 
25 percent limitation applied only to bilateral assistance received by 
a country and did not include its share under any regional project in 
which it participated. The requirement of an agreement as to par- 
ticipation by private enterprise was omitted in the belief that the 
policy directives contained in section 413 as to the encouragement of 
free enterprise and private participation in administering the mutual 
security program were clear and should be vigorously observed and 
implemented by the executive branch. 


STUDY OF TECHNICAL COOPERATION PROGRAM 


The House bill contained a provision for a study to be made under 
the direction of the President on the technical cooperation program. 
The Senate amendment contained no such provision. The planned 
studies of the mutual security program by both the executive and 
legislative branches will include a study of technical assistance. 
It is expected that those making the studies will consider, among 
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other proposals, the desirability of administering technical cooperation 
ei a new independent agency or Government corporation 
(sec. 6 (d) of the House bill). 

The conference agreement omits the House provision. 


REFERENCE TO AUSTRIA (SEC. 8 (a) (2)) 


The House accepted the Senate amendment deleting Austria from 
the nations listed in section 401 with reference to assistance to es- 
capees. Since the Soviet occupation of Austria has ended, the refer- 
ence to Communist-occupied areas of Austria is no longer accurate. 


ADVANCING THE CAUSE OF FREEDOM (SEC. 8 (@) (4)) 


The Senate amendment contained two provisions authorizing funds 
for the relief and encouragement of persons who have been enslaved 
by communism. The House bill contained no such provision. The 
committee of conference agreed that the policy of the United States 
with respect to such peoples should be reiterated, particularly in view 
of the recent uprisings in Poland, but that the funds available to the 
President under the Sassen amendment and otherwise were entirely 
adequate for any expenditures that might be desirable in the next 
year. 

The committee of conference agreed, therefore, to make explicit the 
authority for which section 401 funds may be used to include pro- 
grams of information, relief, exchange of persons, education, and re- 
settlement to encourage the hopes and aspirations of people who have 
been enslaved by communism. 

In the policy statement the following sentence, originally proposed 
to Congress by the President in 1953, was included: 


The Congress joins with the President of the United States 
in proclaiming the hope that the peoples who have been sub- 
jected to the captivity of Communist despotism shall again 
enjoy the right of self-determination within a framework 
which will sustain the peace; that they shall again have the 
right to choose the form of government under which they will 
live, and that sovereign rights of self-government shall be 
restored to them all in accordance with the pledge of the 
Atlantic Charter. 


OCEAN FREIGHT CHARGES (SEC. 8 (g)) 


The House bill contained two authorizations for the payment of 
ocean freight a oy The first was $1,400,000 for freight on gift 
packages shipped by voluntary nonprofit agencies; the second was 
$14 million for ocean freight on surplus agricultural commodities 
distributed by such voluntary agencies. 

The Senate amendment increased the first authorization from 
$1,400,000 to $3 million and eliminated the second authorization of 
$14 million. 

The managers on the part of the House accepted both Senate pro- 
visions. The $14 million for freight on surplus agricultural commodi- 
ties is no longer necessary because provision has been made for paying 
such expenses out of Commodity Eredit Corporation funds, under an 
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amendment to the Agricultural Trade Development and Assistance 
Act of 1954, which was enacted after the mutual security bill passed 
the House. The House conferees accepted the Senate figure for 
freight on gift packages because of their belief that the volume of 
shipments anticipated by the voluntary agencies would require the 
use of the larger amount. 


ADMINISTRATIVE EXPENSES OF DEPARTMENT OF STATE (SEC. 8 (i) (2)) 


The House bill authorized an annual appropriation to the Depart- 
ment of State of an unspecified amount for administrative expenses 
incurred by the Department in carrying out functions under the 
Mutual Security Act. The Senate amendment limited the annual 
appropriation to an amount not to exceed $7 million. The State 
Department’s expenses have heretofore been met from ICA’s adminis- 
trative funds. ‘The adoption of the Senate language will make possible 
a clearer identification of this portion of administrative expenses. 
To the extent that future appropriations for this purpose are in the 
State Department’s budget, the administrative budget of ICA will be 
reduced by a corresponding amount. 


THE INVESTMENT GUARANTY PROGRAM (SEC. 8 (k)) 


Broadening the coverage of investment guaranties (sec. 8 (k) (3)).— 
The House bill contained a provision broadening the investment 
guaranty program to cover the risks of ‘“‘war, revolution, or insurrec- 
tion.” The Senate amendment contained no such language. 

The conference agreement retains the language of the House bill 
broadening the coverage to include the risk of war, but omits the 
inclusion of the coverage of the risks of revolution or insurrection. 

Retention of investment quaranty program in the International Coopera- 
tion Administration (sec. 8 (k) (1) ).—The House bill contained a pro- 
vision making clear by express statutory provision that the investment 
guaranty program shall be retained by the ICA. The Senate amend- 
ment contained no such provision. 

The conference agreement substitutes for the “International Co- 
operation Administration” the phrase ‘“‘the agency primarily respon- 
sible for administering nonmilitary assistance under this Act”. This 
function is the responsibility of the TCA. The committee of confer- 
ence was agreed that the investmen! guaranty program ts an important 
part of the private enterprise provisions of the Mutual Security Act 
and should be retained by the agency which handles the nonmilitary 
assistance aspect of the Mutual Security Act rather than transferred 
to a banking institution, the Export-Import Bank, which testimony 
before the House Committee indicated was being contemplated by 
the Executive Branch. The substitution conforms to the purpose of 
the House provision but refers to the function of ICA rather than 
mentioning ICA specifically, in keeping with the drafting technique 
contained in other provisions of the Mutual Security Act. 


FOOD AND AGRICULTURE ORGANIZATION (FAO) (SEC. 8 (n)) 


Both the House bill and the Senate amendment authorized an 
increase in the ceiling in United States contributions to FAO from $2 
million a year to $3 million, except that the Senate amendment 
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contained a proviso that the percentage contribution of the United 
States to the total annual budget of FAO shall not exceed 31.5 percent. 

The conference agreement retains the language of the House bill 
with the addition of the proviso contained in the Senate amendment. 

The committee of conference was of the view that the figure of 31.5 
percent should be included in the conference agreement to emphasize 
the desire of the Congress that, with the increased membership of 
most United Nations specialized agencies and with improved economic 
conditions of most members, the percentage of United States con- 
tributions to international organizations be reduced rather than 
increased, 


TRANSFER OF FUNDS TO DEVELOPMENT ASSISTANCE (SEC. 9 (a)) 


The House bill included a provision that any funds transferred from 
other authorizations to the development assistance program should be 
available only within the same limits as to loans, surplus agricultural 
commodities, and regional grants as were contained in section 5 of 
the House bill (sec. 6 of the conference agreement). The Senate 
amendment did not include such a provision. The committee of con- 
ference omitted this provision because the revisions in the provisions 
of the bill dealing with development assistance made it no longer 
necessary. 


USE OF FOREIGN CURRENCY BY CONGRESSIONAL COMMITTEES 
(SEC. 9 (b)) 


The House accepted the Senate language with an amendment. 
The amended language extends the use of foreign currencies by con- 
ressional committees to include the Select Committees on Small 
usiness of the House and of the Senate and changes the present 
reference to the “Joint Committee on the Economic Report” to 
“Joint Economic Committee’. 


AVAILABILITY OF FUNDS (SEC. 9 (c)) 


Both the House bill and the Senate amendment contained provi- 
sions to make clear that the requirement of annual authorization and 
appropriation did not apply in cases where provisions of the act 
specifically authorized a different period of availability. The two 
bills were identical in substantive effect. The only difference was in 
drafting technique. The committee of conference accepted the lan- 
guage of the Senate amendment as being technically superior to that 
of the House bill. 


AUTHORIZATION FOR GRANT OF CONTRACT AUTHORITY (SEC. 9 (e)) 


The Senate amendment included language to the effect that any 
provision of the act authorizing the appropriation of funds shall be 
construed to authorize the granting in any appropriation act of 
authority to enter into contracts, within the amounts so authorized 
to be appropriated, creating obligations in advance of appropriations. 
The House bill contained no such provision. The managers on the 
part of the House accepted this provision of the Senate amendment 
as being entirely consistent with existing law and legislative practice. 
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EXEMPTION OF PERSONNEL FROM CERTAIN FEDERAL LAWS (SEC. 10 (d)) 


The House bill permitted the employment of retired mili per- 
sonnel as experts or consultants for more than one year. The Senate 
amendments limit the employment of such individuals to not more 
than ten in number at any one time. Further, such individuals must 
have specialized experience in research and development. 


COOPERATION WITH NATIONS AND INTERNATIONAL ORGANIZATIONS 
(SEC. 10 (e) (2)) 


Both the House bill and the Senate amendment contained authoriza- 
tion for furnishing supplies, materials, and services to foreign nations 
and international organizations on an advance of funds or reimbursable 
basis. The Senate amendment included the restriction that such 
assistance must be furnished “within the limitations of this Act.” 
The House bill did not include this restriction. 

The managers on the part of the House accepted this restriction 
because the language of the section was broad, and it was in their 
judgment desirable to make clear that this authority is subject to all 
of the limitations contained in the act. 


POINT OF ORDER PROVISIONS (SEC. 10 (f)) 


Both the House bill and the Senate amendment provided a statutory 
basis for certain routine-type expenditures, most of which have been 
authorized in the past on a year-to-year basis in appropriation acts. 
This was included in order to prevent a possible basis for a point of 
order against mutual security appropriation bills and in order to 
eliminate the need for reenacting these provisions each year in appro- 

riation bills. While worded differently, the House bill and the 
Senate amendment were essentially the same in substance, except 
that the House bill did not cover limited authorization for purchase of 
aircraft and payment of per diem to dependents of personnel during 
necessary stopovers while engaged in international travel. 

The conference agreement incorporates the language of the Senate 
amendment, which is the form in which the provisions were originally 
submitted by the executive branch. 


KOREAN HOUSING (SEC. 10 (f)) 


The Senate amendment contained an authorization to use $12 
million of the funds authorized under other provisions of the bill to 
construct or otherwise acquire living quarters, office space, and 
supporting facilities in Korea for use by personnel carrying out activi- 
ties under this act. The request for this authorization was not 
submitted to the House during its consideration of the mutual-securit. 
program by the stench cing Tanase because the program for this 
construction was not developed in time. 

The managers on the part of the House are convinced that living 
quarters and office space are urgently needed by United States per- 
sonnel stationed in Korea. The severe war damage in that country 
has resulted in a gone housing shortage. As a consequence, it 
has been impossible, except in a very few instances, for the families 


of American military and civilian personnel stationed in Korea to be 
located there. These families are often housed in Japan, to the 
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detriment of the morale of the personnel involved. Members of the 
Foreign Affairs Committee visiting Korea report that the quarters 
occupied by American civilian and military personnel fall far short 
of the minimum standards which such persons have a right to expect. 
In order to make clear that the funds authorized should be used only 
to meet the necessary standards for health and comfort, the committee 
of conference amended the Senate provision by limiting the use of 
funds to provide only “essential” living quarters, office space, and 
supporting facilities. 


USE OF PUBLIC LAW 480 FOREIGN CURRENCIES FOR EDUCATIONAL 
EXCHANGE (SEC. 11 (a)) 


The Senate amendment contained a provision amending section 
104 (h) of Public Law 480 to require that not less than 5 percent of the 
aggregate of the foreign currencies accruing from sales of, surplus agri- 
cultural commodities under that act and from loan repayments under 
section 104 (g) shall be used for the financing of international educa- 
tional exchange activities (sec. 104 (h)). It also required that a special 
effort be made to use such foreign currencies for the international educa- 
tional exchange program in countries where other funds were not avail- 
able for such purposes and countries where a fund can be established 
with interest and principal which will be available over a period 
of years for such purposes. The House bill did not contain such 
provisions. 

The committee of conference agreed to delete the requirement that 
5 percent of the foreign currency be set aside because it believed that 
such a mandatory requirement might make sales of surplus agricultural 
commodities more difficult. The committee of conference accepted 
the other Senate provisions with an amendment requiring the execu- 
tive branch to increase its effort to use Public Law 480 foreign curren- 
cies in the international student exchange program. ‘The committee 
of conference is convinced that it is possible to make a substantial 
contribution to United States foreign policy by increasing the use 
of foreign currencies in the international educational exchange 
programs in a number of countries, and it expects those responsible 
for the administration of Public Law 480 funds to carry out the 
policy set forth in this section, 


USE OF PUBLIC LAW 480 FOREIGN CURRENCIES FOR A PROGRAM OF 
TRANSLATING BOOKS AND PERIODICALS (SEC. 11 (a)) 


The Senate amendment included an amendment to section 104 of 
Public Law 480 authorizing the use of $5 million equivalent of foreign 
currencies generated under that act for the financing of the translation, 
soe and distribution of books and periodicals abroad. The 

ouse bill did not contain such a provision. The managers on the 
part of the House accepted this provision of the Senate amendment. 
It is important that the United States expand its translation, publica- 
tion and distribution of books and periodicals in foreign nations in 
order to counteract the large-scale flow of Communist literature in such 
countries. The authorization does not set aside $5 million of foreign 
currencies for this specific purpose but merely permits the use up 
to the $5 million limit of such currencies if the funds are available 
and if those administering the program can use them effectively. 
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USE OF FOREIGN CURRENCIES UNDER THE INFORMATIONAL 
GUARANTY PROGRAM (SEC. 11 (a)) 


MEDIA 


Both the House bill and the Senate amendment contained a pro- 
vision authorizing the sale of foreign currencies available after June 30, 
1955, from conversions made pursuant to the obligation of informa- 
tional media guaranties for dollars to be deposited in a special account 
and to be available for payments under new informational media 
guaranties. ‘The Senate amendment, in addition, contained a provi- 
sion permitting the use, as may be provided in future appropriation 
acts, of the local currencies generated by the informational media 
guaranty program for educational, scientific, and cultural purposes 
and other purposes which are in the interest of the United States. 

The conference agreement retains the additional -language of the 
Senate amendment. The need for this additional language was 
stated, in part, in acommunication from the Honorable Robert C. Hill, 
Assistant Secretary of State for Congressional Relations, to the chair- 
= of the Foreign Relations and Foreign Affairs Committees, as 
follows: 


The informational media guaranty (IMG) program 
operates only in countries which have given their formal 
consent to it. A number of these countries have accepted 
the program only upon condition that the local currencies 
accruing to the credit of the United States under the pro- 
gram will be used for special and limited purposes which will 
avoid loss of dollar exchange. Generally such restrictions 
permit the use of the local currencies for “educational, 
scientific, or cultural” purposes or for other purposes that 
may be specially agreed to by the two governments. The 
United States Government has found it expedient to accept 
such conditions in countries where, for reasons of policy, it 
has seemed especially desirable to introduce informational 
materials from the United States. 

As a consequence, however, the United States Government 
has accumulated certain foreign currencies under the IMG 
program which cannot be fully utilized under existing law. 
* * * The funds accruing in the IMG accounts in certain 
countries cannot be spent for general United States expenses 
because of restrictions contained in the bilateral agreements 
with those countries, and cannot be fully utilized for purposes 
acceptable to the other countries without broader legisla- 
tive authority than presently exists. 


UNITED STATES SHARE OF FOREIGN RESEARCH REACTOR PROJECTS 
(SEC, 12 (c)) 


The House bill and the Senate amendment contained a provision 
limiting the United States share of the cost of any one foreign research 
reactor project to $350,000. The Senate amendment included the 
words “under this section”. The House accepted this amended 
language. The inclusion of the words “under this section’? makes 
explicit that the limitation of $350,000 applies only to reactors fur- 
nished under section 12 and not to reactors which might be furnished 
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under other authorizations in this or other act, such as the Asian 


Nuclear Center which will be carried out under funds made available 
from the Asian fund. 


PUBLICIZING OF FOREIGN RESEARCH REACTOR PROJECTS (SEC. 12 (d)) 


The House bill and the Senate amendment contained a provision 
requiring that full publicity be given to United States assistance in the 
foreign research reactor projects program. Responsibility for pub- 
licity under the House bill and the Senate amendment was entrusted 
to the Director of the International Cooperation Administration, the 
Atomic Energy Commission, and “other United States departments 
and agencies’. The committee of conference accepted a further Senate 
amendment which entrusts publicity to ‘the appropriate United 
States departments and agencies’. Reorganization Plan No. 8 
charges USIA with the primary responsibility for publicizing United 
States aid activities abroad. The new language is sufficiently broad 
to permit any agency deemed appropriate to publicize the assistance 
under this section. 


AUTHORIZATION OF TRANSFER OF FUNDS FOR INTERNATIONAL 
EDUCATIONAL EXCHANGE (SEC. 18) 


The Senate amendment contained a statement of the sense of Con- 
gress that $11 million of the funds made available pursuant to the 
Mutual Security Act for fiscal 1957 be transferred at the discretion 
of the President to the Department of State to carry out international 
educational exchange activities. The House bill did not contain such 
a provision. 

he managers on the part of the House accepted the Senate provi- 
sion with an amendment stating that “not to exceed”’ such an amount 
is authorized to be transferred in order to make clear that the President 
has discretion as to the amount to be so used within the $11-millien 
limit. The provision gives the President complete discretion. He 
may use mutual security funds for international educational exchange 
purposes when, in his judgment, such use deserves a higher priority 
than the uses for which the funds were originally authorized. In the 
judgment of the committee of conference, it is important, in view of 
the uncertainty of the present world situation, to provide this addi- 
tional element of flexibility and the conference committee felt that 
most serious consideration should be given to increasing substantially 
the international educational exchange program. The authority 
contained in this section would make available additional dollars for 
international educational exchange and would complement the 


authorization contained in section 11 (a) making available additional 
foreign currencies for this purpose. 


POLICY STATEMENT ON ECONOMIC DEVELOPMENT (SEC. 14) 


The Senate amendment included a section expressing the sense of 
the Congress that the desirability of affirmatively promoting the 
economic development of underdeveloped countries be taken into 
account in the preparation of the mutual security program both as 
a means of effectively counteracting the increased political and 
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economic emphasis of Soviet foreign policy and as a means of pro- 
moting American foreign policy objectives of political and economic 
self-determination and independence. The House bill contained no 
such provision. 

The managers on the part of the House accepted the Senate language 
with an amendment striking out the word ‘‘more”’ in the phrase “the 
President should take more fully into account” etc., thus removing 
any implication that prior consideration had been insufficient. 


Jas. P. RicHarps, 

Tuomas 8. Gorpon, 

Tuomas E. Moraan, 

JoHun M. Vorys, 

Wa ter H. Jupp, 
Managers on the Part of the House. 
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AMENDMENTS TO CHAPTER 11 OF THE BANKRUPTCY 
ACT 





Jury 9, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 6681} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6681) to amend sections 323, 534, 335, 336, 337, and 376 of the 
Bankruptcy Act approved July 1, 1898, and acts amendatory thereof 
and supplemental thereto, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill do pass. 

he amendments are as follows: 


AMENDMENTS TO H. R. 6681 


On page 2 insert a new section 2 to read as follows: 


Sec. 2. Section 331 (11 U.S. C., sec. 731) of the Bank- 
ruptcy Act, as amended, is amended to read as follows: 

“Src. 331. The judge may at any stage of a proceeding 
under this Chapter refer the same to a referee either generally 
or specially. If the judge or all the judges are absent from 
the district, or the division of the district in which a petition 
under this chapter is filed, at the time of the filing, the clerk 
shall forthwith refer the case to the referee.” 


Renumber subsequent sections accordingly. 

On page 2, line 12, strike the words “, or if not filed”’. 

On page 2, line 13, insert the word ‘‘and”’ and strike the comma after 
the ward “schedules”. 

On page 2, line 13 and line 15, strike the word “petition” and insert 
in lieu thereof the word “‘schedules”’. 

On page 4, lines 9 and 10 strike the words “and the actual and neces- 
sary expenses of the proceedings”. 
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On page 4, line 17, after the word “court” insert the words “and 
signed and acknowedged by a majority in amount of unsecured”’, 

On page 4, line 17, after the above insertion strike out the word 
“by” 

On page 5 insert a new section at the end of line 2: 


Sec. 7. Section 363 (11 U.S. C. 763) of the Bankruptey 
Act, as amended, is amended to read as follows: 

“Sec. 363. Alterations or modifications of an arrangement 
may be proposed in writing by a debtor, with leave of court, 
at any time before the arrangement is confirmed; or where 
the court has retained jurisidetion pursuant to the provisions 
of section 368 of this Act, an arrangement providing for an 
extension of time for the payment of debts in whole or in part 
may be altered or modified after it has been confirmed to the 
extent and subject to the limitations set forth in section 387 
of this Act.” 


On page 6 add the following new section to H. R. 6681: 


Sec. 9. Add a new section to chapter XI of the Bankruptcy 
Act as follows: 

“Sec. 387. Where an arrangement which has been con- 
firmed provides for an extension of time for payment in 
whole or in part of the debts affected by the arrangement, and 
the court has retained jurisdiction pursuant to section 368 
of this Act: 

(1) A proposal to alter or modify the arrangement by 
changing the time of payment of deferred installments of the 
consideration, or by reducing the amount of such payments, 
or to accomplish both of such alterations or modifications, 
may be filed by the debtor with leave of court after the 
arrangement has been confirmed, but before the deferred 
consideration has been fully paid, or if sueh deferred con- 
sideration is represented by negotiable promissory notes, then 
before such notes have been delivered to the creditors. 

**(2) The proposal to alter or modify the arrangement shall 
set forth the proposed alterations or modifications, shall state 
whether the deferred payments provided for by the arrange- 
ment are evidenced by negotiable promissory notes and, if so, 
whether such promissory notes have been delivered to the 
, creditors, and the reasons why such alterations or modifica- 
» tions are proposed. ‘The proposal shall be accompanied by a 

4 list of the names and addresses of all creditors who have ex- 

2) tended credit to the debtor since the arrangement was con- 
firmed. 

“(3) If the court permits the proposed alterations or modi- 
fications to be filed, it shall call a meeting of the creditors on 
Te at least 10 days’ written notice to the debtor, the creditors 
£ and other parties in interest, including creditors who ex- 
tended credit during the proceeding or after the arrangement 
was confirmed, and shall transmit with such notice a copy of 
the alterations or modifications proposed. 

“(4) If at such meeting the arrangement as altered or 
modified is accepted as required for confirmation by sec- 
tion 362 of this Act by the creditors affected by such altera- 
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tion or modification, the court, subject to the provisions of 
section 366 of this Act, shall confirm the arrangement as 
altered or modified.” 


AMENDMENTS 


The amendments are primarily by way of addition to H. R. 6681. 
The first amendment adds a new section 2 to the bill and amends 
section 331 of the Bankruptey Act (11 U.S. C., sec. 731) to authorize 
the clerk to refer the case to a referee if the judge or judges are absent 
fromZthe district or division when the petition is filed. The next 
several amendments are in the nature of technical perfecting amend- 
ments and are explained in the analysis of the bill in this report. 
The last two amendments provide for the alteration or modification 
offan arrangement before it has been confirmed and, under certain 
circumstances, after it has been confirmed. These amendments have 
been incorporated in H. R. 6681 by the House Judiciary Committee 
so that all meritorious legislation relating to chapter 11 of the Bank- 
ruptey Act may be considered as a unit rather than in piecemeal 
fashion. 


GENERAL STATEMENT 


H. R. 6681 provides certain technical changes in chapter XI of 
the Bankruptcy Act dealing with arrangements. It is largely the 
result of recommendations made to the House Judiciary Committee 
by the National Bankruptcy Conference. The National Bankruptcy 
Conference is a voluntary organization composed of persons and 
members of representative groups interested in the improvement of the 
bankruptey laws. That organization has devoted a large amount of 
its time to the improvement of chapter XI proceedings. At the con- 
clusion of deliberations concerning this chapter, the conference has 
recommended the legislation embodied in H. R. 6681. 

The main change proposed by this legislation concerns the filing, 
with the petition, of a plan of arrangement. H. R. 6681 would make 
the filing of the plan with the petition permissive instead of mandatory 
in chaper XI proceedings. This would bring the procedure under 
chapter XI into line with the present procedure under chapter XIII. 
Chapter XIII provides for wage earners’ relief similar to that pro- 
vided by chapter XI. In chapter XIII proceedings the petitioa may 
be filed bv the wage earner without an accompanying plan. The plan 
may be filed later in much the same manner as is proposed by H. R. 
6681 for chapter XI proceedings. 

The requirement that the chapter VI petition be accompanied by a 
plan of arrangement has been found to be unrealistic and has resulted 
in either pro forma compliance by the filing of a hastily drafted plan 
or the adoption by some judges of the extralegal practices of permitting 
the filing of a petition without an accompanying plan. It takes time 
and careful study to work out a realistic, appropriate plan for a debtor 
and when a petition must be filed speedily to hold off marshals or 
sheriffs, pro forma compliance with the requirement of the filing of a 
plan of arrangement is the inevitable result. H. R. 6681 adopts a 
more flexible procedure by permitting the filing of a petition without 
a plan. However, the bill tightens up the requirements as to the 
calling of the first meeting of creditors. At present the statute says 
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this must be done “promptly.” H. R. 6681 specifies that within 10 
days after the filing of a petition the court must mail notice of a 
meeting of creditors to be held within 30 days. If the plan of arrange- 
ment has not been filed prior to the first meeting of creditors, at that 
meeting the court shall fix a time within which the proposed arrange- 
ment shall be filed. "The House Judiciary Committee is of the opimon 
that the more flexible procedures as to the filing of a plan of arrange- 
ment coupled with the tighter requirements as to the calling of the 
meeting of creditors will result in a speedier consideration of a realistic 
and feasible plan of arrangement than under present law. 

No change is made by this bill in the requirement that the petition 
shall be accompanied by a statement of the executory contracts of 
the debtor, a schedule showing the liabilities of the debtor, a schedule 
showing the assets of the debtor and the statement of affairs of the 
debtor. It is worthy of note that this is the same information that 
must accompany a petition filed under chapter XIII to initiate a 
woes earner’s plan. 

nother change in present law proposed by H. R. 6681 would 
authorize the bankruptcy court to work out modifications of a plan 
of arrangement after it has been confirmed by the court as well as 
before. This may be done if the plan becomes unworkable. By 
permitting modification, the creditors are given greater protection 
than under present law. Under present law, if the plan becomes 
unworkable after confirmation, the debtor must go into regular 
bankruptcy proceedings. All the safeguards under present law for 
the approval of arrangements are provided for these modifications 
of the original plan. 

There are other minor technical changes proposed by H. R. 6681. 
There is a proposal to authorize the clerk to automatically refer a 
petition to a referee if the judge is absent from the district or division. 
Another provision authorizes the court to adjudge the debtor a bank- 
rupt automatically if no plan of arrangement is possible and the 
debtor consents. Another provision authorizes the payment of the 
expenses of the committee of creditors, including fees and expenses 
of attorneys, accountants and agents. This is declaratory of existing 
practice. 

ANALYSIS OF H. R. 6681 
Section 1 

Section 1 of the bill restates verbatim the existing language of 
section 323 of the Bankruptcy Act (11 U.S. C., sec. 723) but adds to 
that language the clause “or, that he intends to pro an arrange- 
ment pursuant to the provisions of this chapter’. This section con- 
cerns information the debtor must include in his petition. The addi- 
tion of this clause to section 323 is designed to cover those instances 


in which the debtor files a petition without an accompanying plan of 
arrangement. 


Section 2 

Section 2 of the bill as reported amends section 331 of the Bank- 
ruptey Act (11 U.S. C., sec. 731) by authorizing the clerk to refer a 
case to a referee if the judge or judges are all absent from the district 
or division. This authority is requested by the Judicial Conference 
of the United States as is indicated in the letter of June 1, 1956, to 
the Honorable Emanuel Celler, chairman of the House Judiciary 
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Committee, from Mr. He P. Chandler, Director, Administrative 
Office of the United States Courts. This letter is subsequently made 
a part of this report. The request grows out of an unusual situation 
which arose in the AN ata att of California in the summer of 
1955. While all of the district judges were absent from the southern 
district of California attending the Judicial Conference of the Ninth 
Circuit in San Francisco two large and important chapter XI proceed- 
ings were filed in which it was necessary that immediate action be 
taken in order to protect the rights and interest of the debtor whose 
assets were attached and advertised for sheriff’s sale on the following 
day. As often happens in a-chapter XI proceeding, there was not 
time to prepare a statement of executory contracts, complete schedules 
and statement of affairs. As above pointed out, only the court may 
grant the application to so file. In the absence of all of the judges 
from the southern district of California, and in the absence of any 
provision authorizing the clerk of the court in such circumstances to 
refer a chapter XI proceeding to a referree, a hiatus in the law became 
apparent. 
hile it was unusual for all of the judges of the southern district of 
California to be out of the district at the same time, such a situation 
could easily develop in a district having only 1 or 2 district judges. 
Therefore, provision should be made in the absence of the judge or all 
the judges of the district for the clerk to refer chapter xi cases to a 
referee and thus enable the “court” to act promptly when a chapter 
XI case is filed. This same authority is vested in the clerk in the 
handling of voluntary petitions in bankruptcy (sec. 18 (g) of the 
Bankruptcy Act, 11 U. S. C., sec. 41 @)) and the House Judiciary 
Serene is of the opinion that it should be incorporated in chapter 
There is included at this point in the report the letter of June 1, 
1956, to the Honorable Emanuel Celler, chairman of the House 
Judiciary Committee from Mr. Henry P. Chandler, Director, Admin- 
istrative Office of the United States Courts concerning this section. 


ADMINISTRATIVE OFFICE OF THE 
Unitrep Sratres Courts, 
June 1, 1956. 
Hon. Emanuet CeEt.er, 
House of Representatives, 
Washington, D. C. 

Dear ConcressMAN Cetter: I thank you for your letter of May 
25, 1956, informing me that a hearing on the bill to amend certain sec- 
tions of the Bankruptcy Act contained in chapter XI relating to 
arrangements (H. R. 6681) will be held before Subcommittee No. 4 of 
the Committee on the Judiciary on June 8, 1956, at 10 a. m. in room 
346 of the House Office Building. =< 

The general purpose of this bill is to permit the filing of an arrange- 
ment proceeding unaccompanied by a plan as is now required by sec- 
tion 323; to hake mandatory the calling of a first meeting of creditors 
within 10 days after a petition is filed in such cases instead of 
“promptly” as now provided in section 334, such meeting to be held 
not less than 15 days nor more than 30 days after the date of the 
mailing of such notice; and to make the necessary conforming changes 
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in sections 335 and 336 for adjourning the first meeting; for mailing a 
copy of the plan to creditors and receiving acceptances where a copy 
of the plan has been so mailed. 

The bill also contains perfecting changes as follows: 

(1) In section 337 (2) to specifically include in the expenses 
of the proceeding, fees and expenses of attorneys, accountants 
and agents of a creditors’ committee; 

(2) In section 376 to dispense with a notice prior to adjudica- 
tion where the debtor fails to propose a plan in the manner and 
within the time fixed by the court; and 

(3) In section 376 (2) to specifically provide in a proceeding 
under section 322 of the act, that an order adjudicating the 
debtor a bankrupt may be entered with the debtor's consent 
without a hearing. 

The Judicial Conference of the United States has not considered 
this bill and I am not therefore in a position to express an official 
opinion on it. I understand, however, the proposals are the result 
of considerable study by the National Bankruptcy Conference which 
is sponsoring the measure. 

Although the Judicial Conference of the United States has not 
taken any action on the bill, H. R. 6681, it referred to the Committee 
on Bankruptcy Administration for consideration and report the 
following resolution adopted by the Judicial Conference of the Ninth 
Circuit: 

“Resolved, That this conference refer to the Judicial Conference of 
the United States the question as to the need for amending section 7, 
section 324 and section 331 of the Bankruptcy Act, and to recommend 
to Congress an amendment providing for adequate procedure for 
filing a chapter XI proceeding without schedules and statements of 
affairs where the judge or judges are absent from the district, and 
further providing for an order of reference under chapter XI by the 
clerk under the same circumstances” (Judicial Conference Report, 
September sess., 1955, p. 19). 

Inasmuch as the Bankruptcy Act makes no provision for the 
reference of a chapter XI proceeding by the clerk of the court to a 
referee in the absence of all of the district judges from the district or 
division in which the proceeding is filed as is provided in the case of a 
voluntary straight bankruptcy proceeding, and in order to conform 
chapter XI to the procedure in ordinary bankruptcy cases, the com- 
mittee recommended to the Conference at its meeting in March 1956 
that section 331 of the Bankruptcy Act be amended to read sub- 
stantially as follows: 

“Src. 331. The judge may at any stage of a proceeding under this 
chapter refer the same to a referee either generally or specially. If 
the judge or all the judges are absent from the district, or the division 
of the district in which a petition under this chapter is filed, at the 
time of the filing, the clerk shall forthwith refer the case to the referee.” 

The committee further recommended that the Administrative 
Office be directed to undertake to obtain enactment of the legislation 
proposed either in an amendment to pending legislation or in a sepa- 
rate bill. The recommendations of the Committee were approved by 
the Conference (Judicial Conference Report, March sess., 1956, p. 16). 

In accordance with this directive I urge that H. R. 6681 be amended 
so as to include the amendment to section 331 of the Bankruptcy Act 
as approved by the Conference. 
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Inasmuch as Mr. Edwin L. Covey, Chief of the Bankruptcy Division 
of this Office, will be out of the city on official business on June 8, 
1956, I have asked Mr. Ernest L. Geeslin, Assistant Chief of the 
Bankruptcy Division to appear at the hearing on H. R. 6681 in sup- 

ort of the amendment to section 331 of the Bankruptcy Act and 
Mr. Broden has been so informed. 
Sincerely yours, 
Henry P. CHANDLER. 
Section 3 


Section 3 of the bill as reported amends section 334 of the Bank- 
ruptey Act (11 U.S. C., see. 734). At present section 334 directs the 
court to call a meeting of creditors “promptly” after the filing of a 
petition. Section 3 of the bill makes the requirement of promptness 
more exact by requiring that within 10 days after the petition has been 
filed, the court give notice of a meeting of creditors to be held within 
30 days. Your committee is of the opinion that this tightening up of 
the time of the first meeting of creditors will contribute to a speedier 


development of a feasible plan of arrangement than under present 
law. 


Section 4 


Section 4 of the bill as reported concerns section 335 of the Bank- 
ruptey Act (11 U.S. C., see. 735). Section 335 relates to the contents 
of the notice calling a meeting of creditors. Subsection (1) of section 
335 as proposed in H. R. 6681 is practically verbatim the first sentence 
in the existing section except for the addition of the words, “‘if filed”’ 
following the 1eference to a copy of the proposed arrangement. This 
amendment is necessary to cover those situations in which an accom- 
panying plan of arrangement may not have been filed with the 
petition. 

The committee amendments to subsection (1) are of a technical 
perfecting nature to conform the language of the bill to present law. 

Subsection (2) of the proposed section 335 contains new provisions 
and is made necessary by the main proposal of the bill to make the 
filing of the plan of arrangement at the time of the filing of the petition 
permissive rather than mandatory. Subsection (2) authorizes the 
court to fix a time within which the proposed arrangement must be 
filed and sets out the procedure for the scheduling of a meeting of 
creditors on the proposal. This new subsection is a vital part of H. R. 
6681. By the authority conveyed in it, the bankruptch court is able 
to insure that the filing of a plan of arrangement and its consideration 
take place promptly. 

Subsection (3) of section 335 in H. R. 6681 is a restatement of the 
substance of the last sentence in the present section. 


Section 5 


Section 5 of H. R. 6681 as revorted makes a minor amendment in 
section 336 of the Bankruptcy Act (11 U.S. C., sec. 736) which con- 
cerns the conduct of the first meeting of creditors. Section 5 changes 
the present law by adding a conditional clause to subsection (4) of 
section 336 as follows: 


if a copy thereof shall have accompanied the notice of such 
meeting or adjourned meeting 
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Presently subsection (4) authorizes the judge or referee to receive 
acceptances of the plan of arrangement at the meeting of creditors. 
This amendment is made necessary to cover those situations in which 
an accompanying plan of arrangement may not have been filed_with 
the petition. 

Section 6 


Section 6 of the bill as reported makes a minor change in the language 
of section 337 (2) of the enkventey Act (11 U.S. C., sec. 737 (2)) 
which concerns conduct and business after the acceptance by creditors 
of the arrangement. Among other things, the present language of 
subsection (2) authorizes the judge or referee to fix a time for the 
debtor to deposit the ‘‘actual and necessary expenses” of the creditors’ 
committee. H.R. 6681 inserts the words ‘including fees and expenses 
of attorneys, accountants and agents” after these more general words. 
Prior to the 1952 amendments to this section there was express 
reference to the actual and necessary expenses of “‘attorneys or agents”’ 
of the creditors’ committee (Public Law 696, 75th Cong., 52 Stat. 
908). The fact that the 1952 amendments to this section failed to 
reiterate this express reference to attorneys or agents did not reflect 
an intention that they be excluded. On the contrary the committee 
— on the bill expressly states that such fees are to be included 
(H. Rept. No. 2320, 82d Cong., 2d sess., p. 20). Such fees have 
consistently been recognized by judges and referees since that time. 
However, your committee considers it wise to remove any doubt 
about the matter and also to make clear that fees of accountants are 
also properly recognizable. 

The committee amendments to subsection (2) are to correct typo- 
graphical errors in the original draft of H. R. 6681. 


Section 7 


Section 7 of the bill as reported makes significant changes in section 
363 of the Bankruptcy Act (11 U.S. C., see. 763). That section 
presently makes provision for alterations or modifications of an ar- 
rangement before it is confirmed. Section 7 of H. R. 6681 as reported 
would make provision for alterations and modifications of arrange- 
ments, in certain circumstances, after as well as before confirmation. 
The circumstances and procedures by which an arrangement may be 
altered or modified after it has been confirmed are set out in section 9 
of H. R. 6681 as reported. 

Section 8 

Section 8 of the bill as reported makes minor amendments in section 
376 of the Bankruptcy Act (11 U.S. C., sec. 776). This section con- 
cerns the unsuccessful termination of arrangement proceedings. The 
court may terminate the proceedings for a number of reasons. For 
example, at present under section 376 the court may terminate the 
arrangement proceedings if the debtor fails to file the statement of 
the executory contracts, and the schedules and the statement of affairs 
as required, or if the creditors do not accept the plan of arrangement, 
or if the deposits are not made as required. These are some of the 
statutory grounds for termination. Section 8 adds to this section the 
provision that the court may terminate the arrangement proceedings 
“ff an arrangement is not proposed in the manner and within the time 
fixed by the court.”” This empowers the court to withdraw the privi- 
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leges which a debtor enjoys as a result of filing a petition under chap- 
ter XI if the debtor fails to propose a ns of arrangement as 
required by the court. Your committee considers this authority in 
the court essential to prevent abuse of the privilege granted by this 
legislation to file a petition, without an accompanying plan of 
arrangement. 

The other change in section 376 proposed by section 8 of the bill 
is designed to eliminate an unnecessary notification of creditors and 
hearing in the event it becomes apparent that the debtor cannot 
effect an arrangement. At present, even though the debtor may 
desire to be adjudged a bankrupt, the court has no authority to make 
such adjudication without notifying the creditors and holding a hear- 
ing. There is no weakening of the protection of creditors in this 

roposal in view of the fact that the same result could be achieved 

y the debtor’s filing a voluntary petition in bankruptcy which would 
be adjudicated without notice to the creditors. This proposal merely 
eliminates unnecessary notification and delay. 


Section 9 


Section 9 of the bill adds a new section to article XI of chapter 
XI of the Bankruptcy Act dealing with modifications and alterations 
of arrangements. As was indicated under present law arrangements 
may only be altered or modified before they are confirmed. Section 
7 of this bill changes that and where the arrangement plan becomes 
unworkable authorizes alteration and modification after as well as 
before confirmation. However modifications and alterations after 
confirmation are only possible in certain circumstances. The only 
arrangements which may be so altered or modified are those which 
provide for an extension of the time for payment of the debts affected 
provided the extension payments are not represented by negotiable 
promissory notes which have already been distributed to creditors. 
Also the court must have retained jurisdiction of the matter. Your 
committee believes this provision for alteration or modification of the 

lan of arrangement after confirmation as well as before is meritorious. 
n the absence of this provision the debtor is forced into straight 
bankruptcy if the arrangement plan becomes unworkable. This is 
less satisfactory to both the debtor and creditors if a fair and feasible 
arrangement could be worked out. Section 9 of the bill provides full 
safeguards to creditors by requiring notice, hearing, and creditor 
approval of any alterations and modifications of a plan of arrangement. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italic: 


Cuaprer XI oF THE Bankruptcy Act Aprrovep Juxy 1, 1898, as 
AMENDED (11 U.S. C., Secs. 701-799) 
* * * * * * * 


Sec. 323. A petition filed under this chapter shall state that the 
debtor is insolvent or unable to pay his debts as they mature, and 
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shall set forth the provisions of the arrangement proposed by him, 
or, that he intends to propose an arrangement pursuant to the provisions 
of this chapter. 


* * ok * * * * 


Sec. 334. [The court shall promptly call a meeting of creditors, 
upon at least ten days’ notice by mail to the debtor, the creditors, and 
other parties in interest.] 

Within ten days after the petition is filed the court shall give notice by 
mail to the debtor, the creditors and other parties in interest of a meeting 
of creditors to be held not less than fifteen days nor more than thirty days 
after the date of the mailing of such notice. 

Sec. 335. [The notice of such meeting of creditors shall be accom- 
panied by a copy of the proposed arrangement, a summary of the 
liabilities as shown by the schedules and a summary of the appraisal, 
if one has been made, or, if not made, a summary of the assets as 
shown by the schedules. Such notice may also name the time for 
the filing of the application to confirm the arrangement and the time 
time for the hearing of the confirmation and of such objections as 
may be made to the confirmation.] 

(1) The notice of such meeting of creditors shall be accompanied by a 
copy of the proposed arrangement, if filed, or if not filed, a summary of 
the liabilities as shown by the petition, a summary of the appraisal, vf 
one has been made, or, if not made, a summary of the assets as shown by 
the petition. 

(2) If the notice of such meeting is not accompanied by a copy of the 
proposed arrangement, the court, at such meeting, shall fix a time within 
which the proposed arrangement shall be filed and shall adjourn the 
meeting for at least fifieen days afier the date so fixed, or, if the proposed 
arrangement is filed at or before such meeting, shall adjourn the meeting 
for at least fifteen days. At least ten days before such adjourned date, 
the court shall mail notice of the adjourned meeting, together with a copy 
of the proposed arrangement, to the creditors and other parties in interest. 

(3) The notice of such meeting of creditors as hereinbefore provided 
may also name the time for the filing of the application to confirm the 
arrangement and the time for the hearing of the confirmation and of such 
objections as may be made to the confirmation. 

Sec. 336. At such meeting, or at any adjournment thereof, the 
judge or referee— 

(1) shall preside; 

(2) may receive proofs of claim and allow or disallow them; 

(3) shall examine the debtor or cause him to be examined and 
hear witnesses on any matter relevant to the proceeding; and 

(4) shall receive and determine the written acceptances of 
creditors on the proposed arrangement, [which acceptances may 
be obtained by the debtor before or after the filing of a petition 
under this chapter.] if a copy thereof shall have accompanied the 
notice of such meeting or adjourned meeting. Such acceptances may 


be obtained by the debtor before or after the filing of a petition under 
this chapter. 


Src. 337. 
ae * + * * * * 
(2) fix a time within which the debtor shall deposit, in such 


place as shall be designated by and subject to the order of the 
court, the consideration, if any, to be distributed to the creditors, 
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the money necessary to pay all debts which have priority, unless 
such priority creditors shall have waived their claims or such 
deposit, or consented in writing to any provision of the arrange- 
ment for otherwise dealing with such claims, and the money 
necessary to pay the costs and expenses of the proceedings, [and 
the actual and necessary expense of the proceedings,] and the 
actual and necessary expenses, including fees and expenses of 
attorneys, accountants and agents, in such [amount] amounts as the 
court may allow, incurred after its appointment by a committee 
appointed pursuant to section 338 of this Act, or incurred before 
or after the filing of the petition under this chapter by a committee 
designated in writings, filed with the court [and signed and 
acknowledged by a majority in amount of unsecured] by creditors 
whose claims have been scheduled otherwise than as contingent, 
unliquidated or disputed and who would not be disqualified 
by section 44 of this Act to participate in the appointment of 
a trustee: Provided, however, That in fixing any such allowances 
the court shall give consideration only to the services which 
contributed to the arrangement confirmed or to the refusal of 
confirmation of an arrangement, or which were beneficial in the 
administration of the estate, and the proper costs and expenses 
incidental thereto; and. 

* * * + x * + 


Sec. 376. If the statement of the executory contracts and the 
schedules and statement of affairs, as provided by paragraph (1) of 
section 324 of this Act, are not duly filed, or if an arrangement is not 
proposed in the manner and within the time ficed by the court, or if an 
arrangement is withdrawn or abandoned prior to its accepéance, or is 
not accepted at the meeting of creditors or within such further time 
as the court may fix, or if the money or other consideration required 
to be deposited is not deposited or the application for confirmation 
is not filed within the time fixed by the court, or if confirmation of 
the arrangement is refused, the court shall— 

(1) where the petition was filed under section 321 of this Act, 
enter an order dismissing the proceeding under this chapter 
and directing that the bankruptcy be proceeded with pursuant 
to this provision of this Act; or 

(2) where the petition was filed under section 322 of this Act, 
enter an order, upon hearing after notice to the debtor, the credi- 
tors, and such other persons as the court may direct, either 
adjudging the debtor a bankrupt and directing that bank- 
ruptcy be proceeded with pursuant to the provisions of this Act 
or dismissing the proceeding under this chapter, whichever in the 
opinion of the court may be in the interest of the creditors [.]: 
Provided, however, That an order adjudging the debtor a bankrupt 
may be entered without such hearing upon the debtor's consent. 


O 
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DISPOSITION OF SUNDRY PAPERS 





Jury 9, 1956.—Ordered to be printed 





Mr. Lona, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


{Pursuant to 57 Stat. 380 and 5. Stat. 434) 


The joint select committee of the Senate and House of Representa- 


tives, appointed on the 


so of the Senate and House of Represent- 
atives and acting in compliance with the provisions of the act a 
July 7, 1943 (57 Stat. 380), as amended by the act approv 


ed 
July 6, 


1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 


Archivist of the United States No. 56-17, dated June 22, 1956 


to the 


84th Congress. 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 


indicated: 








Job No. Agency by which submitted Job No. Agency by which submitted 
LI-NN A-2030...| General Ansoumaing Ofies. II-NNA-2151...| Housing and Home Finance 
II-NN A-2040...| Department of the Navy. Agency. 

II-NN A-2057...| U. 8. Atomic Energy Commis. || II-NNA-2157...| Department oi the Interior. 
sion. II-NN A-2173...| Department of State. 

{1-NN A-2080...| Department oi the Army. II-NN A-2174... Do. 

II-NN A-2081...| Department of the Navy. II-NNA-2175...| Department of the Treasury. 

II-NN A-2084...| Department of the Army II-NN A-2179... Do. 

[I-NN A-2004. .. Do. II-NN A-2180...}| General Services Administration. 

II-NN A-2132...| Housing and Home Finance || LI-NNA-2182...| Department of the Air Force. 
Agency. II-N N A-2184...| U. S. Civil Service Commission. 

LI-NN A-2135...| Department of the Army. II-N N A-2188...| Department of the Air Force. 

II-NN A~-2140...| General Services Administration. || [II-NN A-2193... Do. 

[I-NNA-2141..., Department of the Army. II-NN A-2194-_. t of the Army. 

[I-NN A-2147_. Do. II-NN A-2195...} De t of Justice 

[I-NN A-2148...| Department of the Navy. II-NN A-2198...| Department of the Navy. 

LI-NN A-2150...| Veterans’ Administration III-NAV-178...| Ge Services Ad 
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Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends that 
their disposal be accomplished subject to the proviso of section 6 and 
the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Gero. S. Lone, 

Rosert J. Corpert, 
Members on the Part of the House. 

Our D. Jounston, 

FRANK CARLSON, 
Members on the Part of the Senate. 


O 
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84TH CONGRESS 


Report 
2d Session 


; HOUSE OF REPRESENTATIVES { 
No. 2646 





DISPOSITION OF SUNDRY PAPERS 





Juty 9, 1956.—Ordered to be printed 





Mr. Longe, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Represent- 
atives and acting in Pret if with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 56-18, dated June 29, 1956, to the 
84th Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated: 





Job No. | Agency by which submitted ! Job No. | Agency by which submitted 





II-NNA-1871...| General Services Administration H IL-NNA-2191...| Tennessee Valley Authority. 
II~NNA-~2023...| Department of the Navy. II-NNA-2192___| National Mediation Board. 
II-N NA-2086_..| National Science Foundation 


} 2197_..| Department of the Interior. 
II-NNA-~2089___! Veterans’ Administration. II-N NA-2199_..| General Services Administration 





II-N NA-2118 Department of the Navy. II-NNA-2200. .. Do. 

II-N NA-2134 Department of Agriculture. II-N NA-2203...| Department of the Air Force. 
II-N NA-2168 Department of the Navy. Il-N NA~-2204_..| Department of the Treasury. 
II-NNA-2176 Department of the Treasury II-NN A-2209._. ; 

II-NNA-2177._. Do. II~N NA-2214_..| Housing and Home Finance 
II-NNA-2183__.| Department of State. Suaer. 

II-N NA-2185...| Department of the Army. II-N NA-2215_...| General Services Administration. 
II-N N A-2186__.| Veterans’ Administration. II-NNA-2219_..| U. S. Atomic Energy Commis- 
Il-NNA-2187...| Department of the Army. sion. 
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Your committee reports that the records pro for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued semen the, 9 the Government and recommends that 
their disposal be acnainal subject to the proviso of section 6 and 
the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Geo. S. Lone, 

Rosert J. Corsert, 
Members on the Part of the House. 

Ou D. Joxunsron, 

FRANK CARLSON, 
Members on the Part of the Senate. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2647 





FIXING THE TERM OF OFFICE OF DISTRICT JUDGES 
IN ALASKA AND HAWAII 





Juty 9, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rogers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 8937} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8937) to amend the law so as to provide that the term of office 
of district judges in Alaska shall be 8 years, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Amendment 1. On page 2, after the end of the first section, insert 
the following new section: 


Src. 2. Subsection (a) of Section 134 of Title 28, United 
States Code, is amended to read as follows: 

““(a) The district judges, except in Hawaii and Puerto 
Rico, shall hold office during good behavior. The district 
judges in Hawaii and Puerto Rico shall hold office for terms 
of eight years and until their successors are appointed and 
qualified.” 


_ Amendment 2. On page 2, line 3, strike out the numeral “2” and 
insert in lieu thereof ‘‘3’’. 


Amendment 3. Amend the title to read as follows: 


A bill to amend the law so as to provide that the terms of 
office of district judges in Alaska and Hawaii shall be eight 
years. 
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PURPOSE OF THE AMENDMENTS 


The purpose of amendment No. 1 is to raise the tenure of office 
of the district judges hereafter appointed for the District of Hawaii 
from 6 to 8 years. 

Amendment No. 2 is merely perfecting. 

Amendment No. 3 amends the title of the bill. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to increase the terms of office 
of the district judges, hereafter appointed, for Territories of Alaska 
and Hawaii. 


GENERAL STATEMENT 


At the present time the Territory of Alaska has 4 district judges 
(48 U.S. C. 101) whose term of office is fixed at 4 years (48 U.S. C. 
112). The Territory of Hawaii has 2 district judges (28 U.S. C. 133) 
whose term is 6 years (28 U.S. C. 134 (a)). 

The term of office for the district judges of the Canal Zone, Virgin 
Islands, and Puerto Rico is 8 years. Recently, the House of Repre- 
sentatives passed the bill, H. R. 10630, which increased the term 
of office of the district judge of Guam from 4 to 8 years. 

The enactment of that bill together with H. R. 8937, as amended, 
would fix uniformly the terms of office of the district judges in the 
territories and possessions at 8 years. 

Section 1 of the bill would increase the term of office of a district 
judge, hereafter appointed, for the District Court for the Territory 
of Alaska from 4 to 8 years and for the Territory of Hawaii from 6 to 
8 years. 

The basic reasons for increasing these terms of office is not only to 
obtain uniformity of terms but also, it is believed, that better qualified 
men will seek the offices. It is apparent that many capable lawyers 
would hesitate to relinquish their private practice of law for periods 
of 4 to 6 years. Moreover, there is the factor that longer experience 
results in greater knowledge and understanding which, in turn, 
benefits the litigants who appear before such judges. 

The Judicial Conference of the United States and the Department 
of the Interior have recommended that the term for the Territory of 
Alaska be increased to 8 years. The Department of Justice considered 
the bill to be a question of legislative policy and made no recommenda- 
tion. Copies of that correspondence are attached hereto as a part of 
this report. 

In regard to the increase from 6 to 8 years for the term of office of 
district judges in the Territory of Hawaii both the Judicial Conference 
of the United States and the Department of Justice recommended that 
those United States district judges should have the same tenure of 
office as all other United States district judges. namely during good 
behavior. A similar recommendation was made with reference to 
Puerto Rico. 

The Committee on the Judiciary, however, is of the cpinion that 
the increase in the tenure of office as provided in the amended bill 
would solve the problem and maintain uniform tenure of office for the 
United States district judges in the Territories and possessions. 





ce 
Ali 


ce 


ka 


res 
3) 


rin 
re- 
rm 


ad, 
he 


ict 
ry 


to 
ied 
ers 
yds 
ice 
rn. 


ent 
of 
red 
da- 
_ of 


of 
nce 
hat 


od 
to 


hat 
bill 
the 








FIX. TERM OF DISTRICT JUDGES IN ALASKA AND HAWAII 3 


The incumbents of the district judgeship in Alaska and Hawaii are 
not affected by the bill. Section 3 of the bill provides that the bill 
applies to those judges appointed after the date of enactment, 


ADMINISTRATIVE OFFICE OF THE 
Unirep States Courts, 
Washington, D. C., May 17, 1956. 
Hon. EMANvEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear ConcressMAN CeE.ter: In reference to the bill to change 
the term of office of district judges hereafter appointed in Alaska 
from 4 years as now fixed by the statute (48 U.S. C. 112) to 8 years 
(H. R. 8937), I write to supplement my letter of February 8, 1956. 

The Judicial Conference of the United States considered the bill 
at a special session held March 13 and 14 last and approved it. I 
therefore recommend that it be enacted. The extension of the term 
of the judges for Alaska would merely provide for them the same 
term that was prescribed for the judge of the district court for the 
Canal Zone in 1938 and by section 3 (a) of the act of February 10, 
1954 (68 Stat. 8, 12) for the judge of the district court of the Virgin 
Islands. So short a term of 4 years is not just to judges who are 
appointed and have to leave their practice as lawyers for the period 
of their service. Neither does it insure to the people of the Territo 
the benefit of the knowledge and understanding that come with 
longer experience. 

I am sure that the change provided for in the bill would be conducive 
to the effectiveness of the court in the different divisions of Alaska, 
and I therefore trust that it may meet the favor of the Congress and 
become law. 

With kind regards, I am, 

Sincerely yours, 
Henry P. CHANDLER. 


Marcu 27, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 8937) 
to amend the law so as to provide that the term of office of district 
judges in Alaska shall be 8 years. 

The bill would increase the tenure of district judges in Alaska from 
4 years to 8 years. The bill would apply only to judges appointed 
after the date of enactment. 

Whether the bill should be enacted involves a question of policy 
concerning whieh this Department prefers to make no recommenda- 
tion. It is noted, however, that in addition to the judges in Alaska, 
the district judge in Guam also serves a 4-year term; judges in Hawaii 
serve for 6 years, and the judges in the Canal Zone, Puerto Rico, and 
Virgin Islands serve 8-year terms. 


90015°—57 H. Rept., 84-2, vol. 4——-77 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 
Sincerely, 
Wituram P. Rocers, 
Deputy Attorney General. 





DEPARTMENT OF THE INTERIOR, 
OrFriIce OF THE SECRETARY, 
Washington, D. C., May 14, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cetuer: There is now pending before your commit- 
tee H. R. 8937, a bill to amend the law so as to provide that the term 
of office of district judges in Alaska shall be 8 years. 

We recommend that the bill be enacted. 

The bill would provide that Federal district judges in Alaska shall 
be appointed by the President, by and with the advice and consent of 
the Senate, for an 8-year term. At the present time the district judges 
in Alaska are appointed for a 4-year term. In our opinion, there is 
not now any justification for such a limited term of office. 

The positions of district judge in Alaska have generally been filled 
by capable and well-qualified men and we feel that they are deserving 
of the additional security that a longer tenure of office provides. In 
our view, the longer tenure will help assure the availability of persons 
for the positions who possess the high qualifications required of district 
judges in Alaska. In this connection it should be noted that the 
District Court for the Territory of Alaska has the jurisdiction of a 
district court of the United States, and, in addition, it has local juris- 
diction of the kind generally conferred upon State courts or, in Hawaii 
and Puerto Rico, upon other inferior courts. For that reason there 
are 4 Federal district judges in Alaska, compared with 2 in Hawaii, 
and 1 in Puerto Rico. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present Erte proposed to be stricken are enclosed 


in black brackets; and new provisions proposed to be inserted are 
shown in italic: 


Section 112 or Titte 48 Unitrep States Cops 


§ 112. Appointment of attorneys, judges, and marshals. 

The attorneys, [judges,] and the marshals provided for in sections 
21-24, 44, 45, 67-73, 74-90, and 145 of this title shall be appointed 
by the President, by and with the advice and consent of the Senate, 
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and shall hold their respective offices for the term of four years and 
until their successors are appointed and qualified, unless sooner re- 
moved by the President for cause. Judges provided for in this Act 
shall be appointed by the President, by and with the advice and consent 
of the Senate, and shall hold their offices for the term of eight years and 


until their successors are appointed and qualified, unless sooner removed 
by the President for cause. 


Section 134 (a) or Titte 28 Unitep Srates Cope 


§ 134. Tenure and residence of district judges. 


(a) The district judges, except in Hawaii and Puerto Rico, shall 
hold office during good behavior. The district judges in Hawaii and 
Puerto Rico shall hold office for terms of [six and] eight years 
[, respectively, ] and until their successors are appointed and qualified. 


O 
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CONSIDERATION OF H. R. 12138 





Jury 10, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Samira of Virginia, from the Committee on Rules submitted the 
following 


REPORT 
[To accompany H. Res. 584] 


The Committee on Rules, having had under consideration House 
Resolution 584, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 12080 





Jury 10, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Manppen, from the Committee on Rules, submitted the following 
REPORT 
(To accompany H. Res. 585] 


The Committee on Rules, having had under consideration House 
Resolution 585, report the same to the House with the recommendation 
that the resolution do pass. 

O 
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2d Session No. 26&7 





CONSIDERATION OF S. 3982 





Jury 10, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. TrimB.eE, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 586] 


The Committee on Rules, having had under consideration House 
Resolution 586, report the same to the House with the recommendation 
that the resolution do pass. 
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AUTHORIZING THE EXCHANGE OF LANDS BETWEEN 
THE UNITED STATES AND EL PASO, TEX. 





Jury 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kitpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 5519] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5519) to authorize and direct the Secretary of the Army to 
convey certain tracts of land in El Paso County, Tex., to the city of 
El Paso, Tex., in exchange for certain lands to be conveyed by the 
city of El Paso, Tex., to the United States Government, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


That the Secretary of the Army is authorized, upon such terms and conditions 
as he may determine to be in the public interest, to convey to the city of El Paso, a 
municipal corporation organized and existing under and by virtue of the laws of 
the State of Texas, the lands and improvements comprising those portions of 
Fort Bliss Military Reservation and the Biggs Air Force Base situate in El] Paso 
County, Texas, as described in section 2 of this Act, in exchange for that land 
described in Section 3 of this Act and owned by the city of El Paso, Texas, situate 
in El Paso County. Among its terms and conditions, the deed to the city shall 
be conditioned upon the agreement by the city of El Paso in (1) the construction 
by the Department of the Air Force of an interconnecting taxiway between Biggs 
Air Force Base and El Paso International Airport; and (2) the use of El Paso 
International Airport by military aircraft. The conveyance to the city shall also 
provide for a reverter to the United States, at the election of the Secretary of the 
Army, for breach of any of the terms and conditions by the city of El Paso, its 
successors and assigns. 

Sec. 2. The lands to be conveyed by the United States to the city of El Paso, 
Texas, consist of portions of Fort Bliss Military Reservation and Biggs Air Force 
Base with an aggregate of 2,255.453 acres of land and improvements thereon, in 
several tracts as follows: 

(a) East-west runway extension area, a tract of land being and lying in block 
80, township 2, parts of sections 32, 33, 34, 35, 41, 40, 39, and 38 of the Texas 
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and Pacific Railway survey, El Paso County, Texas, and part of the Juan and 
Jacinto Ascarate grant, more particularly described as follows: 

Beginning at the southeast corner of the city of El Paso International Airport, 
formerly known as Ed Anderson Field, same corner being in the northerly right- 
of-way line of United States Highway 62 known as the Carlsbad Road and said 
corner being north 81 degrees 10 minutes east a distance of 6,300.6 feet, plus or 
minus, from a monument marking the easterly right-of-way line of the Texas and 
New Orleans Railroad Fort Bliss spur as established by the Office of Quarter- 
master General Construction Division in November 1937, and the northerly 
right-of-way line of United States Highway 62; ; 

Thence bearing north 81 degrees 10 minutes east and parallel to the northerly 
right-of-way line of United States Highway 62 at 10,936.0 feet, plus or minus, 
across the approximate centerline of the El Paso Natural Gas parallel pipelines and 
continuing on a bearing of north 81 degrees 10 minutes east for a total distance 
of 13,728.3 feet, plus or minus, to the proposed southeast corner of this tract: 

Thence bearing north 1 degree 1 minute 50 seconds west for a distance of 5,183.76 
feet, plus or minus, to the proposed northeast corner of this tract; 

Thence bearing south 82 degrees 20 minutes 55 seconds west at 6,670.0 feet, 
plus or minus, cross the approximate centerline of the El Paso Natural Gas 
parallel pipelines and continuing on a bearing of south 82 degrees 20 minutes 55 
seconds west for a total distance of 13,692.56 feet, plus or minus, to a point in the 
present easterly boundary of the city of El Paso International Airport, same 
point being the proposed northwest corner of this tract and bearing south 1 degree 
1 minute 10 seconds east from the present northeast corner of the airport property; 

Thence bearing south 1 degree 1 minute 50 seconds east and running with and 
parallel to the existing easterly boundary of said International Airport property a 
distance of 5,468.82 feet, plus or minus, to the northerly right-of-way line of 
United States Highway 62 the southwest corner of this tract and the point of 
beginning of this description; 

Containing an area of 1,663.08 acres, more or less; subject, however, to an 
easement for a right-of-way from the Secretary of War, dated May 30, 1944, to 
the Mountain States Telephone and Telegraph Company and the Ei Paso Electric 
Company for a period not to exceed fifty years; beginning in the west line of 
section 40 and ending in the east line of section 36, said line being along and 

arallel to United States Highway 62 and 10 feet inside the boundary line of the 

‘ort Bliss Military Reservation; and subject to a further easement for a sixty-foot 
wide right-of-way to the El Paso Natural Gas Company which bears approximately 
north 40 degrees 40 minutes west crossing the area as herein described. 

(b) Northeast-southwest runway extension area, a tract of land being and lying 
in portions of sections 29, 28, 21, and 22, block 80, township 2 of the Texas and 
Pacific Railway survey, El Paso County, Texas, more particularly described as 
follows: 

Beginning at the present northeast corner of the city of El Paso International 
Airport, marked by an iron pipe and a fence corner, same corner being north 88 
degrees 58 minutes 10 seconds east a distance of 7,970.67 feet, plus or minus, from 
the east boundary of section 19, block 81, and the west boundary of section 30, 
block 80; 

Thence south 88 degrees 58 minutes 10 seconds west and running with the 
northerly boundary of the international airport for a distance of 83.37 feet, plus 
or minus, to the most westerly corner of this tract; 

Thence north 49 degrees 58 minutes 10 seconds east along the northwesterly 
boundary of this tract, for a total distance of 12,000.0 feet, plus or minus, to the 
northwesterly corner of this tract, crossing the southerly boundary of the Biggs 
Air Force Base property at 312.57 feet, plus or minus, and the easterly boundary 
of the Biggs Air Force Base at a distance of 10,215.32 feet from the point of 
beginning of this course: 

Fadnes south 40 degrees 1 minute 50 seconds east along the northerly line of 
this tract for a distance of 2,000.0 feet, plus or minus, to the southeasterly corner 
of this tract; 

Thence south 49 degrees 58 minutes 10 seconds west for a total distance of 
13,512.29 feet, plus or minus, to a point on the present east boundary of the El 
Paso International Airport which is the southwesterly corner of this tract, crossing 
the east line of section 21, which is the easterly boundary line of Biggs Air Force 
Base at 3,460.34 feet, plus or minus, and the south line of said section 21, which 
is the southeasterly boundary of said air base, at a distance of 5,868.74 feet, 
plus or minus, from the point of beginning of this course; 
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Thence north 1 degree 1 minute 50 seconds west along the present easterly 
boundary of the El Paso International Airport, a distance of 2,506.01 feet, plus 
or minus, to the point of beginning; 

Containing 550.443 acres more or less; subject, however, to an easement to the 
El Paso Natural Gas Company, which bears north 40 degrees 40 minutes west 
and extends through section 28; and subject further to the continuing right of 
the United States, acting by and through the Civil Aeronautics Administration 
of the Department of Commerce, or its successor in function, to erect, maintain, 
and operate, in the northwest quarter of the southeast quarter of section 29, 
a middle marker for the adjacent airport. 

(c) Lynehville area, a tract of land being and lying in the Morningside Heights 
addition numbered 1090 and part of the north El Paso Heights addition, located 
in section 21, block 81, township 2, of the Texas and Pacific Railway survey, 
more particularly described as follows: 

Beginning at the centerline intersection of Van Buren Avenue (sixty feet wide) 
and Pollard Street, which is sixty feet wide: 

Thence bearing north 00 degrees 15 minutes east along the centerline of Pollard 
Street a distance of 2,239.85 feet, plus or minus (plat distance 2,212.0 feet), to the 
intersection point of the north line of Truman (Buchanan) Avenue with the center- 
line of Pollard Street; 

Thence bearing south 89 degrees 45 minutes east along the north line of Truman 
(Buchanan) Avenue, same line being also the south boundary of the Texas Na- 
tional Guard area, a distance of 1,075.44 feet, plus or minus (plat distance 1,064.4 
feet), to a point in the westerly right-of-way line of the Southern Pacific Company 
(E. P. & 8. W.); 

Thence bearing south 13 degrees 45 minutes west along the said westerly right- 
of-way line a distance of 1,492.58 feet, plus or minus, to the point of curve to the 
left, said eurve having a radius of 5,779.65 feet and a long chord distance of 
705.69 feet and a bearing of south 10 degrees 15 minutes west; 

Thence running with the are of said curve along the westerly right-of-way line 
of the Southern Pacific Company (E.P. & S.W.) a distance of 706.10 feet, plus 
or minus, to the point of tangent; 

Thence bearing south 6 degrees 36 minutes west a distance of 94.61 feet, plus or 
minus, to the intersection of the centerline of Van Burean Avenue extended; 

Thence bearing norih 89 degrees 43 minutes west along the centerline of Van 
Burean Avenue a distance of 594.0 feet, plus or minus, to the centerline of Pollard 
Street and the point of beginning; 

Containing an area of 41.93 acres, more or less, including 1.93 acres in Pollard 
and Van Buren Streets. It beinz the intention of these notes to describe the 
area between the centerline of Van Buren Avenue and the north boundary of 
Truman (Buchanan) Avenue and between the centerline of Pollard Street and 
the westerly right-of-way line of the Southern Pacific Company, subject to 
existing right-of-way for utility lines. 

Sue. 3. The lands to be conveyed by the city of El Paso. Texas, to the United 
States consist of approximately 318.88 acres of land situate in the city and county 
of El Paso, Texas, Toown as the Valdespino area, being a tract or parcel of land 
lying in section 17, block 81, township 2 of the Texas and Pacific Railway survey, 

1 Paso County, Texas, more particularly described as follows: 

Beginning at a point which is the southwest corner of this tract, and which 
bears north 1 degree 14 minutes 49 seconds west a distance of 35.0 feet, plus or 
minus, and then north 8S degrees 41 minutes 7 seconds east a distance of 50.0 
feet, plus or minus, from the common corner of sections 16, 17, 21, and 20, in 
block 81, township 2; 

Thence north 1 degree 14 minutes 49 seconds west along the west boundary of 
this tract and the east boundary of Sheridan Road, a distance of 5,271.75 feet, 
plus or minus, to the northwest corner of this tract said point also being a corner 
of that portion of the United States military reservation known as Logan Heights; 

Thence north 88 degrees 49 minutes 29 seconds east along the northerly line of 
this tract, and the southeasierly line of the military reservatior a distance of 
3,327.42 feet to a point; 

Thence south 1 degree 10 minutes 31 seconds east a distance of 212 feet toa 
point; 

Thence north 88 degrees 49 minutes 29 seconds east a distance of 758.90 feet, 
plus or minus, to a point for the northeast corner of this tract, said point being on 
the westerly right-of-way line of the Southern Pacific Company; 

Thence south 28 degrees 24 minutes 39 seconds west along the said westerly 
right-of-way line of the Southern Pacific Company, a distance of 3,115.80 feet, 
plus or minus, to a point; 
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Thence north 61 degrees 35 minutes 21 seconds west along the right-of-way line 
of said railroad company, a distance of 75 feet, plus or minus, to a point which is 
a common corner of this tract and the right-of-way of the Southern Pacific Com- 


pany; 

Thence south 28 degrees 24 minutes 39 seconds west along the westerly line 
of the Southern Pacific Company right-of-way line, a distance of 2,742 feet, plus 
or minus, to a point on said railroad company’s right-of-way line and the north 
line of the Fred Wilson Road seventy-foot right-of-way, said point also being 
the corner of this tract; 

Thence south 88 degrees 41 minutes 07 seconds west along the north of line of 
Fred Wilson Road, said line being 35 feet north of said road’s centerline and 
along the south line of this tract, a distance of 1,122.32 feet, plus or minus, to the 
point of beginning, together with all the improvements thereon. 


EXPLANATION OF THE AMENDMENT 


H. R. 5519 as introduced provides for a conveyance of certain land 
by the Secretary of the Army to the city of El Paso on condition that 
the city convey certain land to the United States. The acceptance of 
the land to be conveyed by the city is implicit in the exchange provi- 
sions of the amendment. 

The authority which H. R. 5519 would confer on the Secretary of 
the Army is not sufficiently broad in scope to permit the imposition 
of reservations, restrictions, terms and conditions deemed necessary 
to fully protect the interests of the United States. Such terms and 
conditions should be included in the deed to be executed by the 
Secretary of the Army or in ancillary agreements contemporary 
thereto. For example, adjustment of the east-west runway should 
be required to the extent necessary to protect the adjacent housing 
area of the Fort Bliss Military Reservation. 

The city also indicated that it will not dispose of property located 
within the Lynchville area for industrial uses and will consult with 
the Department of the Army prior to leasing or disposing of other 
properties owned by it immediately adjacent to the Fort Bliss main 
post area. It may be necessary to reserve to the United States clear- 
ances for the protection of Biggs Air Force Base over areas proposed 
for conveyance to the city. 

Further, it may be necessary to impose restrictions as to the future 
use of the land so as to conserve the water supply, which is being 
studied by the United States Geological Survey pursuant to an agree- 
ment between the military departments and the city of El Paso in 
1952. While the results of the investigations have not yet been 
reported, it may be necessary to limit the spacing of wells and the 
rate of withdrawal of water. On the other hand, it may be possible, 
after the completion of the survey, to provide the city with access to 
water resources now controlled by the United States. 

In addition, the right of the Air Force to construct an interconnect- 
ing taxiway and to continue to use the El Paso International Airport 
without charge, unless a major Air Force unit is located at the air- 
port, should be assured. The amendment also provides for reverter 
to the United States, at the option of the Secretary of the Army, 
upon breach of any of the terms or conditions of the conveyance. 

No provision is made in the bill as introduced for the maintenance 
by the United States of a cleared safety zone on Fort Bliss Military 
Reservation adjacent to the west boundary of the El Paso Inter- 
national Airport. The retention of this safety zone is part of the 
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Department of the Army’s master plan for Fort Bliss and assurances 
for its retention have been given to the city. 

Section 4 of H. R. 5519 as introduced provides that the property 
conveyed to the United States shall be administered by the Secretary 
of the Army. This section has not been included in the amendment 
because it could be construed as prohibiting transfer of the property 
to another military department in accordance with existing procedures 
and practices. 

PURPOSE OF THE BILL 


The purpose of the bill is to authorize an exchange of lands between 
the United States, acting through the Secretary of the Army, and the 
city of El Paso, Tex. 


LANDS TO BE CONVEYED BY UNITED STATES 


The lands to be conveyed by the Secretary of the Army to the 
city of El Paso, Tex., under the provisions of H. R. 5519 consist of 
several parcels containing in the egate 2,255.453 acres at Fort Bliss 
and at the Biggs Air Force Base. Four noncontiguous parcels totaling 
2,026.833 acres are portions of the Fort Bliss Military Reservation. 
Two parcels are portions of the area identified in the bill as the “north- 
east-southwest runway extension area” (El Paso International 
Airport) and, together with the third parcel, identified in the bill 
as the “east-west runway extension area’’ (El Paso International 
Airport), are a part of the Fort Bliss maneuver area. The maneuver 
area is separated from the main post by the El Paso International 
Airport. The fourth Fort Bliss parcel, identified as the “‘Lynchville 
area,’ is separated from the By proper by the main line of 
the Southern Pacific Railway. The major portion of this parcel was 
utilized as the Sierra Vista housing area but is now excess to the needs 
of the Department of Defense. The reporting of the former hous 
facility, embracing 39.6 acres and improvements to the Genera 
Services Administration, in accordance with the Federal Property 
and Administrative Services Act of 1949, as amended, is under 
consideration by the Committees on Armed Services. 

The remaining 228.62 acres of Government-owned-land described 
in the bill is a part of the 2,685.36 acres formerly a part of Fort Bliss 
which was set aside in 1942 for the establishment of the El Paso 
Army Airfield, now Biggs Air Force Base, a Department of the Air 
Force installation comprising 6,061.24 acres of Government-owned 
land. This parcel is adjacent to the Fort Bliss maneuver area and 
joins the two parcels within Fort Bliss which are a part of the north- 
east-southwest runway extension area. 


LANDS TO BE CONVEYED BY THE CITY 


The city-owned land to be conveyed to the United States under 
the bill consists of 318.88 acres of the “‘Valdespino area.” This land, 
which is adjacent to Fort Bliss, is being used by the city of El Paso 
as a municipal golf course. 
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EFFECT OF BILL 


Enactment of this measure would permit necessary adjustment in 
the east-west runway of El Paso International Airport, either by 
rotation of the runway or closure of the west end thereof, in order to 
facilitate its safe use for air transport and at the same time lessen the 
danger to persons housed at Fort Bliss. An extension of the northeast- 
southwest runway is also planned by the city, as well as the use of 
some land as a warehouse site. The proposed exchange would pro- 
vide the United States with a land corridor connecting the Fort Bliss 
main post area with the Logan Heights cantonment area. 


FISCAL DATA 


The enactment of this measure into law will not involve the expendi- 
ture of any Federal funds. 


DEPARTMENTAL DATA 


Neither the Department of the Army, for the Department of De- 
fense, nor the Bureau of the Budget has any objection to H. R. 5519 
as is evidenced by the letter dated July 9, 1956, from the Secretary 
of the Army Brucker which is set out below and made a part of this 
report. 

DEPARTMENT OF THE ARMY, 
Washington, D. C., July 9, 1956. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to letters from this De- 
partment dated July 11, 1955, and March 14, 1956, in response to 
your request to the Secretary of Defense for the views of the Depart- 
ment of Defense with respect to H. R. 5519, 84th Congress, a bill to 
authorize and direct the Secretary of the Army to convey certain 
tracts of land in El Paso County, Tex., to the city of E] Paso, Tex., 
in exchange for certain lands to be conveyed by the city of El Paso, 
Tex., to the United States Government. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for 
expressing the views of the Department of Defense thereon. 

he Department of the Army on behalf of the Department. of 
Defense is not opposed to the enactment of this measure provided the 
bill is amended in the menner set forth in this report. 

The purpose of the bill is indicated in its title. 

The lands to be conveyed by the Secretary of the Army to the city 
of El Paso, Tex., under the provisions of H. R. 5519 consist of several 
parcels containing in the aggregate 2.255.453 acres at Fort Bliss and 
at the Biggs Air Force Base. Four’ noncontiguous parcels totaling 
2,026.833 acres are portions of the Fort Bliss Military Reservation. 
Two parcels are portions of the area identified in the bill as the 
‘‘northeast-southwest runway extension area’ (El Paso International 
Airport) and, together with the third parcel, identified.in the bill as 
the ‘‘east-west runway extension area” (El Paso International Air- 
port), are a part of the Fort Bliss maneuver area. The maneuver 
area is separated from the main post by the El Paso International 
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Airport. The fourth Fort Bliss parcel, identified as the “Lynchville 
area”, is separated from the post proper by the main line of the 
Southern Pacific Railway. The major portion of this parcel was uti- 
lized as the Sierra Vista housing area but is now excess to the needs 
of the Department of Defense. The reporting of the former hous- 
ing facility, embracing 39.6 acres and improvements to the General 
Services Administration, in accordance with the Federal Property 
and Administrative Services Act of 1949, as amended, is under 
consideration by the Committees on Armed Services. 

The remaining 228.62 acres of Government-owned land described 
in the bill is a part of the 2,685.36 acres formerly a part of Fort Bliss 
which was set aside in 1942 for the establishment of the El Paso Army 
Airfield, now Biggs Air Force Base, a Department of the Air Force 
installation comprising 6,061.24 acres of Government-owned land. 
This parcel is adjacent to the Fort Bliss maneuver area and joins the 
two parcels within Fort Bliss which are a part of the northeast- 
southwest runway extension area. 

The city-owned land to be conveyed to the United States under the 
bill consists of 318.88 acres of the ‘“‘Valdespino area.” This land, 
which is adjacent to Fort Bliss, is being used by the city of El Paso as 
a municipal golf course. 

Enactment of this measure would permit necessary adjustment in 
the east-west runway of El Paso International Airport, either by 
rotation of the runway or closure of the west end thereof, in order to 
facilitate its safe use of air transport and at the same time lessen the 
danger to persons housed at Fort Bliss. An extension of the north- 
east-southwest runway is also planned by the city, as well as the use of 
some land as a warehouse site. ‘The proposed exchange would provide 
the United States with a land corridor connecting the Fort Bliss main 
post. area with the, Logan Heights cantonment area. 

While the Department of the Army favors the enactment of legisla- 
tion authorizing the exchange of lands under consideration, it is 
recommended that the enclosed draft bill be substituted for H. R. 5519 
for the following reasons: 

(a) H. R. 5519 provides for a conveyance of certain land by the 
Secretary of the Army to the city of El Paso on condition that the city 
convey certain land to the United States. The acceptance of the land 
to be conveyed by the city is implicit in the exchange provisions of the 
enclosed draft of a proposed substitute bill. 

(6) The authority which H. R. 5519 would confer on the Secretary 
of the Army is not sufficiently broad in scope to permit the imposi- 
tion of reservations, restrictions, terms, and conditions deemed neces- 
sary to fully protect the interests of the United States. Such terms 
and conditions should be included in the deed to be executed by the 
Secretary of the Army or in ancillary agreements contemporary 
thereto. For example, adjustment of the east-west runway should 
be required to the extent necessary to protect the adjacent housing 
area of the Fort Bliss Military Reservation, The city also indicated 
that it will not dispose of property located within the Lynchville area 
for industrial uses and ft covealt with the Department of the Army 
prior to leasing or disposing of other properties owned by it immedi- 
ately adjacent to the Fort Bliss main post area. It may be necessary 
to reserve to the United States clearances for the protection of Biggs 
Air Force Base over areas proposed for conveyance to the city, Fur- 
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ther, it may be necessary to impose restrictions as to the future use 
of the land so as to conserve the water supply, which is being studied 
by the United States Geological Survey pursuant to an agreement 
between the military departments and the city of E] Paso in 1952. 
While the results of the investigations have not yet been reported, it 
may be necessary to limit the spacing of wells and the rate of with- 
drawal of water. On the other hand, it may be possible, after the 
completion of the survey, to provide the city with access to water 
resources now controlled by the United States. In addition, the 
right of the Air Force to construct an interconnecting taxiway aad to 
continue to use the El Paso International Airport without charge, 
unless a major Air Force unit is located at the airport, should * 
assured. ‘The proposed substitute bill also provides for reverter to 
the United States, at the option of the Secretary of the Army, upon 
breach of any of the terms or conditions of the conveyance. 

(c) No provision is made for the maintenance by the United States 
of a cleared safety zone on Fort Bliss Military Reservation adjacent 
to the west boundary of the El Paso International Airport. The 
retention of this safety zone is part of the Department of the Army’s 
master plan for Fort Bliss and assurances for its retention have been 
given to the city. 

(d) Section 4 of H. R. 5519 provides that the property conveyed 
to the United States shall be administered by the Secretary of the 
Army. This section has not been included in the enclosed draft bill 
because it could be construed as prohibiting transfer of the property 
to another military department in accordance with existing procedures 
and practices. 

Enactment of this measure will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to the Congress. 

Sincerely yours, 
WILBER M. Brucker, 
Secretary of the Army. 


A BILL To authorize the Secretary of the Army to convey certain tracts of land 
in El] Paso County, Texas, to the city of E] Paso, Texas, in exchange for certain 
lands to be conveyed by the city of El Paso, Texas, to the United States Gov- 
ernment, 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of the 
Army is authorized, upon such terms and conditions as he may deter- 
mine to be in the public interest, to convey to the city of El Paso, a 
municipal corporation organized and existing under and by virtue of 
the laws of the State of Texas, the lands and improvements comprising 
those portions of Fort Bliss Military Reservation and the Biggs Air 
Force Base situate in E] Paso County, Texas, as described in section 2 
of this Act, in exchange for that land described in section 3 of this 
Act and owned by the city of El Paso, Texas, situate in El Paso 
County. Among its terms and conditions, the deed to the city shall 
be conditioned upon the agreement by the city of El Paso in (1) the 
construction by the Department of the Air Force of an interconnecting 
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taxiway between Biggs Air Force Base and El Paso International 
Airport; and (2) the use of El Paso International Airport by military 
aircraft. The conveyance to the city shall also provide for a reverter 
to the United States, at the election of the Secretary of the Army, for 
breach of any of the terms and conditions by the city of El Paso, its 
successors and assigns. 

Src. 2. The lands to be conveyed by the United States to the city 
of El Paso, Texas, consist of portions of Fort Bliss Military Reserva- 
tion and Biggs Air Force Base with an aggregate of 2,255.453 acres of 
land and improvements thereon, in pole. tracts as follows: 

(a) East-west runway extension area, a tract of land being and 
lying in block 80, township 2, parts of sections 32, 33, 34, 35, 41, 40, 
39, and 38 of the Texas and Pacific Railway survey, El Paso County, 
Texas, and part of the Juan and Jacinto Ascarate grant, more par- 
ticularly described as follows: 

Beginning at the southeast corner of the city of E] Paso International 
Airport, formerly known as Ed Anderson Field, same corner being in 
the northerly right-of-way line of United States Highway 62 known 
as the Carlsbad Road and said corner being north 81 degrees 10 min- 
utes east a distance of 6,300.6 feet, plus or minus, from a monument 
marking the easterly right-of-way line of the Texas and New Orleans 
Railroad Fort Bliss spur as established by the Office of Quartermaster 
General Construction Division in November 1937, and the northerly 
right-of-way line of United States Highway 62; 

Thence bearing north 81 degrees 10 minutes east and parallel to the 
northerly right-of-way line of United States Highway 62 at 10,936.0 
feet, plus or minus, cross the approximate centerline of the El Paso 
Natural Gas parallel pipelines and continuing on a bearing or north 
81 degrees 10 minutes east for a total distance of 13,728.3 feet, plus 
or minus, to the proposed southeast corner of this tract; 

Thence bearing north 1 degree 1 minute 50 seconds west for a dis- 
tance of 5,183.76 feet, plus or minus, to the proposed northeast corner 
of this tract; 

Thence bearing south 82 degrees 20 minutes 55 seconds west at 
6,670.0 feet, plus or minus, cross the approximate centerline of the 
El Paso Natural Gas parallel pipelines and continuing on a bearing of 
south 82 degrees 20 minutes 55 seconds west for a total distance of 
13,692.56 feet, plus or minus, to a point in the present easterly 
boundary of the city of El Paso International Airport, same point 
being the proposed northwest corner of this tract and bearing south 1 
degree 1 minute 10 seconds east from the present northeast corner of 
the airport property; 

Thence bearing south 1 degree 1 minute 50 seconds east and running 
with and parallel to the existing easterly boundary of said Inter- 
national Airport property a distance of 5,468.82 feet, plus or minus, 
to the northerly right-of-way line of United States Highway 62, the 
southwest corner of this tract and the point of beginning of this 
description; 

Containing an area of 1,663.08 acres, more or less; subject, however, 
to an easement for a right-of-way from the Secretary of War, dated 
May 30, 1944, to the Mountain States Telephone and Telegraph 
Company and the El Paso Electric Company for a period not to 
exceed fifty years; beginning in the west line of section 40 and ending 
in the east les of section 36, said line being along and parallel to 
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United States Highway 62 and 10 feet inside the boundary line of the 
Fort Bliss Military Reservation ; and subject to a further easement for 
a sixty-foot wide right-of-way to the El Paso Natural Gas Company 
which bears approximately north 40 degrees 40 minutes west crossing 
the area as herein described. 

(b) Northeast-southwest runway extension area, a tract of land 
being and lying in portions of sections 29, 28, 21, and 22, block 80, 
township 2 of the Texas and Pacific Railway survey, El Paso County, 
Texas, more particularly described as follows: 

Beginning at the present northeast corner of the city of El Paso 
International Airport, marked by an iron pipe and a fence corner, 
same corner being north 88 degrees 58 minutes 10 seconds east a 
distance of 7,970.67 feet, plus or minus, from the east boundary of 
section 19, block 81, and the west boundary of section 30, block 80; 

Thence south 88 degrees 58 minutes 10 seconds west and running 
with the northerly boundary of the ini arnational airport for a distance 
of 83.37 feet, plus or minus, to the most westerly corner of this tract; 

Thence north 49 degrees 58 minutes 10 seconds east along the 
northwesterly boundary of this tract, for a total distance of 12,000.0 
feet, plus or minus, to the northwesterly corner of this tract, crossing 
the southerly boundary of the Biggs Air Force Base property at 
312.57 feet, plus or minus, and the easterly boundary of the Biggs 
Air Force Base at a distance of 10,215.32 feet from the point of begin- 
er. of this course: 

hence south 40 degrees 1 minute 50 second east along the northerly 
line of this tract for a distance of 2,000.0 feet, plus or minus, to the 
southeasterly corner of this tract; 

Thence south 49 degrees 58 minutes 10 seconds west for a total 
distance of 13,512.29 feet, plus or minus, to a point on the present 
east boundary of the El Paso International Airport which is the south- 
westerly corner of this tract, crossing the east line of section 21, 
which is the easterly boundary line of Biggs Air Force Base at 3,460.34 
feet, plus or minus, and the south line of said section 21, which is 
the southeasterly boundary of said air base, at a distance of 5,868.74 
feet, plus or minus, from the point of beginning of this course; 

Thence north 1 degree 1 minute 50 seconds west along the present 
easterly boundary of the El Paso International Airport, a distance of 
2,506.01 feet, plus or minus, to the point of beginning; 

Containing 550.443 acres more or less; subject, however, to an 
easement to the El Paso Natural Gas Company, which bears north 
40 degrees 40 minutes west and extends through section 28; and 
subject further to the continuing right of the United States, acting 
by and through the Civil Aeronautics Administration of the Depart- 
ment of Commerce, or its successor in function, to erect, maintain, 
and operate, in the northwest quarter of the southeast quarter of 
section 29, a middle marker for the adjacent airport. 

(c) Lynchville area, a tract of land being and lying in the Morning- 
side Heights addition numbered 1000 ated” art of the north El Paso 
Heights addition, located in section 21, Flock 81, township 2, of 


ae exas and Pacific Railway survey, more particularly described as 
ollows: 

Beginning at the centerline intersection of Van Buren Avenue 
(sixty feet wide) and Pollard Street, which is sixty feet wide: 
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Thence bearing north 00 degrees 15 minutes east along the center 
line of Pollard Street a distance of 2,239.85 feet, plus or minus (plat 
distance 2,212.0 feet), to the intersection point of the north line of 
Truman (Buchanan) Avenue with the center line of Pollard Street; 

Thence bearing south 89 degrees 45 minutes east along the north line 
of Truman (Buchanan) Averme, same line being also the south 
boundary of the Texas National Guard area, a distance of 1,075.44 
feet, plus or minus (plat distance 1,064.4 feet), to a point in the 
he right-of-way line the Southern Pacific Company (E. P. & 
S. W.); 

Thence bearing south 13 degrees 45 minutes west along the said 
westerly right-of-way line a distance of 1,492.58 feet, plus or minus, 
to the point of curve to the left, said curve having a radius of 5,779.65 
feet and a long chord distance of 705.69 feet and a bearing of south 
10 degrees 15 minutes west; 

Thence running with the are of said curve along the westerly 
right-of-way line of the Southern Pacific Company (E. P. & S. W.) 
a distance of 706.10 feet, plus or minus, to the point of tangent; 

Thence bearing south 6 degrees 36 minutes west a distance of 94.61 
feet, plus or minus, to the intersection of the centerline of Van Buren 
Avenue extended; 

Thence bearing north 89 degrees 43 minutes west along the ceater- 
line of Van Buren Avenue a distance of 594.0 feet, plus or minus, to 
the centerline of Pollard Street and the point of beginning; 

Containing an area of 41.93 acres, more or less, including 1.93 acres 
in Pollard and Van Buren Streets. It being the intention of these 
notes to describe the area between the centerline of Van Buren 
Avenue and the north boundary of Truman (Buchanan) Avenue and 
between the centerline of Pollard Street and the westerly right-of-way 
line of the Southern Pacific Company, subject to existing right-of-way 
for utility lines. 

Sec. 3. The lands to be conveyed by the city of El Paso, Texas, to 
the United States consist of approximately 318.88 acres of land situate 
in the city and county of El Paso, Texas, known as the Valdespino 
area, being a tract or parcel of land lying in section 17, block 81, 
township 2 of the Texas and Pacific Railway survey, El Paso County, 
Texas, more particularly described as follows: 

Beginning at a point which is the southwest corner of this tract, 
and which bears north 1 degree 14 minutes 49 seconds west a distance 
of 35.0 feet, plus or minus, and then north 88 degrees 41 minutes 7 
seconds east a distance of 50.0 feet, plus or minus, from the common 
corner of sections 16, 17, 21, and 20, in block 81, township 2; 

Thence north 1 degree 14 minutes 49 seconds west along the west 
boundary of this tract and the east boundary of Sheridan Road, a 
distance of 5,271.75 feet, plus or minus, to the northwest corner of 
this tract said point also being a corner of that portion of the United 
States military reservation known as Logan Heights; 

Thence north 88 degrees 49 minutes 29 seconds east a the 
northerly line of this tract, and the southeasterly line of the military 
reservation a distance of 3,327.42 fect to a point; 

Thence south 1 degree 10 minutes 31 seconds east a distance of 
212 feet to a point; : 

Thence north 88 degrees 49 minutes 29 seconds east a distance of 
758.90 feet, plus or minus, to a point for the northeast corner of this 
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tract, said point being on the westerly right-of-way line of the Southern 
Pacific Company; 

Thence south 28 degrees 24 minutes 39 seconds west along the said 
westerly right-of-way line of the Southern Pacific Company, a distance 
of 3,115.80 feet, plus or minus, to a point; 

Thence north 61 degrees 35 minutes 21 seconds west along the 
right-of-way line of said railroad company, a distance of 75 feet, plus 
or minus, to a point which is a common corner of this tract and the 
right-of-way of the Southern Pacific Company; 

Thence south 28 degrees 24 minutes 39 seconds west along the 
westerly line of the Southern Pacific Company right-of-way line, a 
distance of 2,742 feet, plus or minus, to a point on said railroad com- 
pany’s right-of-way line and the north line of the Fred Wilson Road 
seventy-foot right-of-way, said point also being the southeast corner 
of this tract; 

Thence south 88 degrees 41 minutes 07 seconds west along the north 
of line of Fred Wilson Road, said line being 35 feet north of said road’s 
centerline and along the south line of this tract, a distance of 1,122.32 
feet, plus or minus, to the point of beginning, together with all the 
improvements thereon. 


O 





84TH Concress } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2670 





AUTHORIZING THE RELEASE OF CERTAIN CONDITIONS 
AND USES OF LAND IN WEST VIRGINIA 





Jury 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 976] 


The Committee on Armed Services, to whom was referred the bill 
(S. 976) to provide for the release of the right, title, and interest of the 
United States in a certain tract or parcel of land conditionally granted 
by it to the city of Montgomery, W. Va., having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army to 
modify by appropriate written instrument the exception and reserva- 
tion to the United States in the deed executed by the Secretary of War 
on December 13, 1938, pursuant to the act of Congress approved 
June 14, 1938 (52 Stat. 675). 


BACKGROUND OF THE BILL 


The exception and reservation referred to under the heading ‘‘Pur- 
pose of the Bill’ was the perpetual right to flood such part of the 8.3 
acres conveyed to the town of Montgomery, W. Va., as might be 
necessary from time to time in the interests of navigation. The bill 
would limit such exception and reservation to the portion of the 8.3 
acres located below elevation 619 feet, mean sea level, and would 
release by appropriate written instrument to the city of Montgomery, 
W. Va., such restrictions and conditions impesed by section 2 of said 
act of June 14, 1938, and included in the deed granted pursuant thereto. 
S. 976 provides that any release by the Secretary of the Army of the 
restrictions and conditions imposed by section 2 of said act of June 14, 
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1938, shall be effective only in the event the land described in such 
act is conveyed to the State of West Virginia within 1 year from the 
date of enactment of this act on condition that it shall be used for 
National Guard or other military purposes. 


DESCRIPTION OF THE LAND 


The 8.3 acres of land referred to in S. 976 were acquired by the 
United States in 3 separate parcels during the period 1882-88 at a 
cost of $1,800 for use in connection with the abutment of lock and 
dam No. 2, Kanawha County, W. Va. 


SUBSEQUENT HISTORY 


When dam No. 2 was replaced by a new dam in the Kanawha River 
at London, W. Va., approximately 2 miles downstream, this land was 
no longer needed, and when asked for a report on S. 1694, 75th 
Congress, which would authorize and direct the Secretary of War to 
convey this property to the town of Montgomery, W. Va., the Secre- 
tary of War advised the chairman, Committee on Public Lands and 
Surveys, United States Senate, that the War Department had no 
objection to the favorable consideration of the bill provided it was 
amended so as to reserve to the United States the right to overflow 
the land whenever necessary in the interests of navigation. The bill 
was enacted as Public Law 595, 75th Congress, and contained the 
following exception, reservation, and condition which would be affected 
by the enactment of S. 976. 


There is expressly excepted and reserved to the United 
States of America the perpetual right to flood such part of the 
hereinbefore described tract of land as may be necessary from 
time to time in the interests of navigation. 

The tract of land authorized to be conveyed by the first 
section of this act shall be used by the grantee for the purpose 
of a public park and recreational site and for similar and 
related municipal purposes. The conveyance of such tract 
of land shall contain the express condition that if the grantee 
shall cease to use such tract of land for such purposes, or shall 
alienate or attempt to alienate such tract of land, title thereto 
shall revert to the United States. 


CURRENT FLOODING LEVEL 


The United States has acquired flowage easements over properties 
lying upstream from the London locks and dam to elevation 619 mean 
sea level. The normal pool of the London locks and dam project is 
elevation 614 mean sea level. As a result of the exercise of the per- 
petual right of the United States to flood such part of the 8.3 acres 
conveyed to the town of Montgomery “as may be necessary from time 
to time in the interest of navigation,” the area above normal pool 
elevation has been reduced to approximately 1.5 acres. Within the 
area lying above elevation 630 mean sea level, the town of Mont- 
gomery constructed a swimming pool and other recreational facilities 
at a cost of approximately $30,000. These improvements were financed 
through bond issues consisting of tax levy bonds and revenue bonds. 
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In recent years the use of the swimming pool has been discontinued 
but other recreational facilities on the site have been used. 


USE BY NATIONAL GUARD 


The West Virginia National Guard has a requirement for a site in 
or near Montgomery, W. Va., on which to construct a National 
Guard Armory. According to the adjutant general, State of West 
Virginia, considerable difficulty has been encountered in locating a 
suitable site available for this purpose. ‘The adjutant general further 
reports that the recreational site could be made suitable for the con- 
struction of an armory with an expenditure within reasonable propor- 
tions for filling marsh areas and that preliminary discussions with city 
officials indicate that the city would be willing to convey the property 
to the State of West Virginia for such purposes. The State of West 
Virginia would be required to pay as consideration for the conveyance 
an amount equal to the unpaid balance of the revenue bond indebted- 
ness under a bond issue in September 1942 totaling $22,000 to provide 
recreational facilities for the site. The unpaid balance is reported to 
be approximately $10,000. 


CURRENT VALUE OF LAND 


The current fair market value of the land conveyed to the town of 
Montgomery is estimated to be $4,000. The current value of the 
improvements on the land belonging to the city of Montgomery has 
not been determined. However, it is apparent that the recreational 
potential of the site envisioned at the time of its conveyance by the 
United States in 1938 is not being realized and that action to provide 
for its more beneficial use would be appropriate. It is believed that 
this objective can be achieved by the enactment of S. 976. 


NO EFFECT ON LOCKS AND DAM 


The operation and maintenance of the London locks and dam will 
not be adversely affected if the right to overflow the 8.3 acres is spe- 
cifically limited to the portion lying below elevation 619 feet, mean sea 
level, as provided in the bill. 


REQUIREMENT LAND BE USED FOR NATIONAL GUARD PURPOSES 


The bill provides that should the State of West Virginia cease to 
use the property for National Guard or other military purposes, then 
title to the property shall immediately revert to the United States. 
In addition, all improvements made by the State during its occupancy 
pies’ vest in the United States without payment or compensation 
thereior. 


USE BY THE UNITED STATES DURING EMERGENCY 


Under the bill the property. may be used by the United States dur- 
ing a state of emergency. This use would 
make any payment of any kind. 


e without obligation to 
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RESERVATION OF MINERALS 


All mineral rights, including gas and oil, in the lands are reserved 
to the United States. 
COST OF SURVEYS 


The cost of any surveys found necessary will be borne by the State 
of West Virginia. 
FISCAL DATA 


The enactment of this measure into law will not involve the ex- 
penditure of any Federal funds. 


DEPARTMENTAL DATA 


Neither the Department of the Army, for the Department of De- 
fense, nor the Bureau of the Budget has any objection to S. 976 as is 
evidenced by the letter dated June 30, 1956, from Secretary of the 
Army Brucker. Which is set out below and made a part of this 
report. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., June 30, 1956. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuatrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 11621, 84th Congress, a bill to modify and release 
certain conditions and limitations on the use and disposition of land 
conveyed to the town of Montgomery, W. Va., pursuant to the act of 
Congress approved June 14, 1938 (52 Stat. 675). The Secretary of 
Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 

The purpose of the bill is to authorize the Secretary of the Army to 
modify by appro riate written instrument the exception and reserva- 
tion to the lt hited States in the deed executed by the Secretary of War 
on December 13, 1938, pursuant to the act of Congress approved 
June 14, 1938 (52 Stat. 675), of the perpetual right to flood such part 
of the 8.3 acres conveyed to the town of Montgomery, W. Va., as 
may be necessary from time to time in the interests of navigation so 
as to limit such exception and reservation to the portion of the 8.3 
acres located below elevation 619 feet, mean sea level, and to release 
by appropriate written instrument to the city of Montgomery, W. Va., 
such restrictions and conditions imposed by section 2 of said act of 
June 14, 1938, and included in the deed granted pursuant thereto: 
Provided, that any release by the Secretary of the Army of the restric- 
tions and conditions imposed by section 2 of said act md June 14, 1938, 


shall be effective only in the event the land described in such act is 
conveyed to the State of West Virginia within 1 year from the date of 
enactment of this act on condition that it shall be used for National 
Guard or other military purposes. 

gs Department of the iN 


rmy is not opposed to the above-mentioned 
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The 8.3 acres of land referred to in H. R. 11621 were acquired by 
the United States in 3 separate parcels during the period 1882-88 at a 
cost of $1,800 for the abicteneina of lock and dam No. 2, Kanawha 
County, W. Va. When dam No. 2 was replaced by a new dam in 
the Kanawha River at London, W. Va., approximately 2 miles down- 
stream, this land was no longer needed and when asked for a report 
on S. 1694, 75th Congress, which would authorize and direct the Sec- 
Po pe of War to convey this property to the town of Montgomery, 
W. Va., the Secretary of War advised the chairman, Committee on 
Public Lands and Surveys, United States Senate, that the War De- 
partment had no objection to the favorable consideration of the bill 
provided it was amended so as to reserve to the United States the 
right to overflow the land whenever necessary in the interests of 
navigation. The bill was enacted as Public Law 595, 75th Congress, 
and contained the following exception, reservation, and condition 
which would be affected by the enactment of H. R. 11621: 

“There is expressly excepted and reserved to the United States of 
America the perpetual right to flood such part of the hereinbefore 
described tract of land as may be necessary from time to time in the 
interests of navigation. 

“The tract of land authorized to be conveyed by the first section 
of this act shall be used by the grantee for the purpose of a public 
park and recreational site and for similar and related municipal 
purposes. The conveyance of such tract of land shall contain the 
express condition that if the grantee shall cease to use such tract of 
land for such purposes, or shall alienate or attempt to alienate such 
tract of land, title thereto shall revert to the United States.” 

The United States has acquired flowage easements over properties 
lying upstream from the London Locks and Dam to elevation 619 
mean sea level. The normal pool of the London locks and dam 
project is elevation 614 mean sea level. As a result of the exercise 
of the perpetual right of the United States to flood such part of the 
8.3 acres conveyed to the town of Montgomery ‘‘as may be necessary 
from time to time in the interests of navigation,” the area above 
normal pool elevation has been reduced to approximately 1.5 acres. 
Within the area lying above elevation 630 mean sea level, the town 
of Montgomery constructed a swimming pool and other recreational 
facilities at a cost of approximately $30,000. These improvements 
were financed through bond issues consisting of tax levy bonds and 
revenue bonds. In recent years the use of the swimming pool has 
been discontinued but other recreational facilities on the site have 
been used. 

The West Virginia National Guard has a requirement for a site in 
or near Montgomery, W. Va., on which to construct a National Guard 
Armory. According to the Adjutant General, State of West Virginia, 
considerable difficulty has been encountered in locating a suitable site 
available for this purpose. The Adjutant General further reports 
that the recreational site could be made suitable for the construction 
of an armory with an expenditure within reasonable proportions for 
filling marsh areas and that preliminary discussions with city officials 
indicate that the city would be willing to convey the property to the 
State of West Virginia for such purposes. The State of West Virginia 
would be Ve pay to pay as consideration for the conveyance an 
amount equal to the unpaid balance of the revenue bond indebtedness 
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under a bond issue in September 1942 totaling’ $22,000 to provide 
recreational facilities for the site. The unpaid balance is reported to 
be approximately $10,000. 

The current fair market value of the land conveyed to the town of 
Montgomery in estimated to be $4,000. The current value of the 
improvements on the land belonging to the city of Montgomery has 
not been determined. However, it is apparent that the recreational 

tential of the site evisioned at the time of its conveyance by the 

nited States in 1938 is not being realized and that action to provide 
for its more beneficial use would be appropriate. It is believed that 
this objective can be achieved by the enactment of H. R. 11621. 
Furthermore, the operation and maintenance of the London locks and 
dam will not be adversely affected if the right to overflow the 8.3 acres 
is specifically limited to the portion lying below elevation 619 feet, 
mean sea level, as provided in the bill. 

The enactment of this measure will not involve the expenditure of 
any Department of Defense funds. 

The ureau of the Budget, with respect to S. 976, 84th Congress, 
a related bill, advised that there was no objection to the submission 


of a report to the Congress which inclosed a draft bill identical to 
H. R, 11621. 


Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 
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EXISTING LAW 


Public Law 595, 75th Cong., Act 
of June 14, 1938 (52 Stat. 675) 


Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the Secretary 
of War is authorized and directed 
to convey by quitclaim deed to the 
town of Montgomery, West Vir- 
ginia, subject to the condition 
specified in section 2 of this Act, 
the following described tract of 
land situated on the left or south 
bank of the Kanawha River at 
Lock and Dam Numbered 2, town 
of Montgomery, Cabin Creek Dis- 
trict, Kanawha County, State of 
West Virginia, and more speci- 
fically described as follows:__---- 
There is expressly excepted and 
reserved to the United States of 
America the perpetual right to 
flood such part of the herein- 
before-described tract of land as 
may be necessary from time to 
time in the interests of navigation. 


7 


THE BILL 


That the Secretary of the Army 
is authorized to modify by ap- 
propriate written instrument the 
exception and reservation to the 
United States of America in the 
deed executed by the Secretary of 
War on December 13, 1938, pur- 
suant to the Act of Congress 
approved June 14, 1938 (52 Stat. 
675), of the perpetual right to 
flood such part of the eight and 
three-tenths acres conveyed to the 
town of Montgomery, West Vir- 
ginia, as may be necessary from 
time to time in the interests of 
navigation so as to limit such ex- 
ception and reservation to the 
portion of the eight and three- 
tenths acres located below eleva- 
tion 619 feet, mean sea level, and 
to release by appropriate written 
instrument to the city of Mont- 
gomery, West Virginia, such re- 
strictions and conditions imposed 
by section 2 of said Act of June 14, 
1938, and included in the deed 
granted pursuant thereto: Pro- 
vided, That any release by the 
Secretary of the Army of the re- 
strictions and conditions imposed 
by section 2 of said Act of June 14, 
1938, shall be effective only in the 
event the land described in such 
Act is conveyed to the State of 
West Virginia within one year 
from the date of enactment of this 
Act on condition that it shall be 
used for National Guard or other 
military purposes. 
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EXISTING LAW 


Sec. 2. The tract of land au- 
thorized to be conveyed by the 
first section of this Act shall be 
used by the grantee for the purpose 
of a public park and recreational 
site and for similar and related 
municipal purposes. The convey- 
ance of such tract of land shall 
contain the express condition that 
if the grantee shall cease to use 
such tract of land for such pur- 
poses, or shall alienate or attempt 
to alienate such tract of land, title 
thereto shall revert to the United 
States. 


Approved, June 14, 1938. 


THE BILL 


If the State of West Virginia 
shall cease to use the property for 
the purpose intended Bien the 
title thereto shall immediatel 
revert to the United States and, 
in addition, all improvements 
made by the State of West Vir- 
ginia during its occupancy shall 
vest in the United States without 

ayment or compensation there- 
or. 

The conveyance of the property 
authorized by this Act shall be 
upon the further provision that 
whenever the Congress of the 
United States declares a state of 
war or other national emergency, 
or the President declares a state of 
emergency, and upon the deter- 
mination by the Secretary of De- 
fense that the property conveyed 
under this Act is useful or neces- 
sary for military, air, or for naval 
purposes, or in the interest of 
national defense, the United States 
shall have the right, without 
obligation to make payment of 
any kind, to reenter upon the 
property and use the same or any 
part thereof, including any and 
all improvements made thereon 
by the State of West Virginia, for 
the duration of such state of war 
or of such emergency. Upon the 
termination of such state of war 
or of such emergency, plus six 
months, such property shall revert 
to the State of West Virginia, 
together with all appurtenances 
and utilities belonging or apper- 
taining thereto. 

All mineral rights, including gas 
and oil, in the lands satharieek br 
this Act shall be reserved to the 
United States. 

The cost of any surveys neces- 
sary as an incidence to the con- 
veyance authorized herein shall be 
borne by the State of West 
Virginia. 


O 
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VALIDATING CERTAIN PAYMENTS MADE TO MEMBERS 
AND FORMER MEMBERS OF THE NAVAL SERVICE 





Juty 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany ld. R. 8617) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8617) to validate certain payments of sea duty pay made to 
naval personnel serving on board vessels in the Great Lakes during 
the period November 1, 1950, to October 31, 1953, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. ‘ 

The amendments are as follows: 

Strike all of the language following the enacting clause and insert 
in lieu thereof the following: 


That all payments of additional pay for sea duty made to enlisted members of the 
naval service who served on the United States Ship Sequoia (AG—23) from No- 
vember 1, 1950, through February 28, 1954, and to those who served on vessels 
operating on the Great Lakes from November 1, 1950, through October 31, 1953, 
are hereby validated. Any such member or former member who has made repay- 
ment to the United States of any amount so paid to him as additional pay for sea 
duty is entitled to have refunded to him the amount repaid. 

Sec. 2. The Comptroller General of the United States, or his designee, shall 
relieve disbursing officers, including special disbursing agents, of the United States 
from accountability or responsibility for any payments described in section 1 of 
this Act, and shall allow credits in the settlement of the accounts of those officers 
or agents for payments which are found to be free from fraud and collusion. 

Sec. 3. Appropriations available to the military department concerned for the 
ney and allowances of military personnel are available for payments under this 

ct. 


Amend the title to read: 


A bill to validate certain payments made to members and former members of 
the naval service. 


71006 














2 VALIDATE CERTAIN PAYMENTS 


PURPOSE 


The purpose of the proposed legislation as amended by the committee 
is to validate all payments of additional pay for sea duty made to 
enlisted members of the naval service who served on the U. S. S. 
Sequoia (AG-23) from November 1, 1950, through February 28, 1954, 
and to those who served on vessels operating on the Great Lakes from 
November 1, 1950, through October 31, 1953, and to authorize the 
refund to any such members of any amounts so paid which they may 
have repaid. 

Section 2 of the bill, as amended, would relieve any disbursing 
officers from accounting for the additional amounts paid for such 
sea duty, and credit would be allowed in the settlement of their 
accounts for such payments. 

Section 3 of the bill, as amended, would make the appropriations of 


the military departments concerned available for payments under the 
act. 


STATEMENT 


The language of the amendment recommended by the committee 
originated in an executive communication directed to the Speaker of 
the House of Representatives and the President of the Senate. As 
originally introduced, H. R. 8617 would have relieved enlisted members 
of the naval service serving on vessels on the Great Lakes during the 
period specified. The executive communication included as_ well 
relief for other enlisted members who served on the U.S. S. Sequoia, 
and also the additional provisions concerning relieving disbursing 
officers and the availability of appropriations of the military depart- 
ments concerned. 

The committee has carefully considered the executive communica- 
tion and agrees with the recommendation contained in that com- 
munication. Accordingly, the committee recommends that the bill 
be amended to reflect those recommendations and that the amended 
bill be considered favorably. 

The executive communication is as follows: 


DEPARTMENT OF THE Navy, 
Washington, D. C., May 1, 1956. 
Hon. Sam RAypurn, 


Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Spevaxer: There is enclosed a draft of proposed 
legislation to validate certain payments made to members and former 
members of the naval service. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the presentation of this proposal for the consideration of the 
Congress. It is recommended that this proposal be enacted. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to validate payments of 
special pay for sea duty which were made to enlisted personnel of the 
naval service who served on the U.S. S. Sequoia during the period 
November 1, 1950, through February 28, 1954, and to those who served 
on vessels operating on the Great Lakes during the period November 1, 
1950, through October 31, 1953. 
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VALIDATE: CERTAIN PAYMENTS 3 


Section 206 of the Career Compensation Act of 1949 (63 Stat. 811; 
37 U. S. C. 237), authorizes special pay for sea duty for enlisted mem- 
bers of the uniformed services under regulations prescribed by the 
President. The pertinent provisions of these regulations, Executive 
Order 10168 of October 11, 1950, read as follows: 

“Suc. 2. For additional pay purposes, and except as otherwise 

rovided in section 3 hereof, ‘‘sea duty” shall mean duty performed 
by enlisted members: 

“‘(a) While permanently assigned to a vessel, other than a vessel 
restricted to service in the inland waters of the United States or a 
non-self-propelled vessel, pursuant to orders issued by competent 
authority, including the periods not in excess of fifteen consecutive 
days each while on temporary additional duty ashore. 


* * * * * * o* 


““(d) While on a vessel restricted to service in the inland waters of 
the United States or on a non-self-propelled vessel, but only on days 
when such vessel is actually operating outside of inland waters for 
a period of eight days or more in each case.” 

xceptions were taken by the General Accounting Office to pay- 
ments of sea-duty pay made during the period November 1, 1950, 
through February 28, 1954, to enlisted personnel serving on board the 
U.S. 5. Sequoia, and to payments of sea-duty pay made during the 
period November 1, 1950, through October 31, 1953, to enlisted 
pean: serving on board vessels operating on the Great Lakes, 
yecause it was not established that such personnel were actually on 
sea duty within the meaning of that term as defined in sections 2 (a) 
and 2 (d) of Executive Order No. 10168 of October 11, 1950. 

Payment of sea-duty pay to enlisted personnel serving on board the 
U. S. S. Sequoia had been made since July 1, 1945, under a special 
determination made by the Secretary of the Navy on November 30, 
1945, that service on board that vessel would constitute sea duty for 
pay purposes, effective as of July 1, 1945. As of that date the U.S.S. 
Sequoia was an active commissioned vessel under the administrative 
control of the Commandant, Potomac River Naval Command, and 
operationally assigned for such services as the Secretary of the Navy 
might direct. This determination of the Secretary of the Navy was 
not canceled and as a consequence enlisted personnel serving on 
board the U. S. 5S. Sequoia continued to receive sea-duty pay until 
these payments were questioned, when it was officially determined that 
this vessel was restricted to service in the inland waters of the United 
States, effective as of March 1, 1954. As of that date the payment 
of sea-duty pay to enlisted personnel serving on that vessel was dis- 
continued, 

Enlisted personnel assigned to vessels operating on the Great Lakes 
were authorized special pay for sea duty as those vessels were not con- 
sidered as coming under the category of vessels restricted to inland 
waters of the Urited States because of the high state of combat readi- 
ness in which they were maintained and because of their potential 
deployment upon the high seas. In September 1953 the status of 
these vessels was reviewed, and it was determined that the vessels 
which operated exclusively in the Great Lakes were in fact restricted 
to service in the inland waters of the United States. As a result of 
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4 VALIDATE CERTAIN PAYMENTS 


that action authorization for the payment of sea-duty pay to enlisted 
—— on these vessels was administratively discontinued as of 

ovember 1, 1953. 

In the case of the U. S. S. Sequoia the payments for the period in 
question amounted to $17,800 for 45 enlisted members, none of which 
has as yet been recovered. In the case of the vessels operating on the 
Great Lakes the payments amounted to $136,000 for 1,400 enlisted 
members, of which approximately $23,000 has been recovered. These 
payments, when made, were considered to have been authorized for 
the type of duty for which they were made. The enlisted personnel 
who received them accepted them in good faith and without the 
knowledge of their invalidity. As a large number of these people 
have been separated from the service, collection from them would not 
only be difficult but expensive and would, in addition, certainly result 
in adverse publicity and reaction toward the Navy. Also, the en- 
forced checkage against those still in the active service would create 
personal hardships and morale problems which could conceivably 
offset the value of any sums recovered. 

The enactment of the subject proposed legislation, which would 
validate these payments, is strongly recommended. 


COST AND BUDGET DATA 


Enactment of this proposal would result in an additional cost to the 
Government of $23,000 for the refund of payments already recovered, 
plus an amount for the refund of whatever additional sums are 
recovered before the enactment of this proposed legislation. 

Sincerely yours, 
AvBerT Pratt, 
Acting Secretary of the Navy. 
A BILL To validate certain payments made to members and former 
members of the naval service 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That all 
payments of additional pay for sea duty made to enlisted 
members of the naval service who served on the United 
States ship Sequoia (AG-23) from November 1, 1950, 
through February 28, 1954, and to those who served on 
vessels operating on the Great Lakes from November 1, 
1950, through October 31, 1953, are hereby validated. 
Any such member or former member who has made repay- 
ment to the United States of any amount so paid to him 
as additional pay for sea duty is entitled to have refunded 
to him the amount repaid. 

Sec. 2. The Comptroller General of the United States, or 
his designee, shall relieve disbursing officers, including special 
disbursing agents, of the United States from accountability 
or responsibility for any payments described in section 1 of 
this Act, and shall allow credits in the settlement of the 
accounts of those officers or agents for payments which are 
found to be free from fraud and collusion. 

Src. 3. Appropriations available to the military depart- 
ment concerned for the pay and allowances of military, per- 
sonnel are available for payments under this Act. 
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VALIDATE CERTAIN PAYMENTS 5 


The report of the Department of the Navy concerning H. R. 8617 
is as follows: 

DEPARTMENT OF THE Navy, 
OFFICE OF THE JupGE ApvocaTE GENERAL, 


Washington, D. C., May 18, 1956. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: Reference is made to your letter of 
January 27, 1956, to the Secretary of the Navy requesting comment 
on H. R. 8617, a bill to validate certain payments of sea-duty pay 
made to naval personnel serving on board vessels in the Great Lakes 
during the period November 1, 1950, to October 31, 1953. 

The bill would ratify and confirm payments of sea-duty pay to per- 
sonnel who served on vessels operating or located on the Great Lakes 
during the period November 1, 1950, through October 31, 1953; would 
provide that credit be given in the accounts of certifying or disbursing 
officers for the amounts of payments so ratified; and would provide 
that amounts recovered by the United States be returned to the per- 
sonnel concerned upon their application. 

Section 206 of the Career Compensation Act of 1949 (63 Stat. 811; 
37 U.S. C. 237) authorizes special pay for sea duty for enlisted mem- 
bers of the uniformed services under regulations prescribed by the 
President. The pertinent provisions of these regulations, Executive 
Order 10168 of October 11, 1950, reads as follows: 

“Sec. 2. For additional pay purposes, and except as otherwise 
provided in section 3 hereof, sea duty shall mean duty performed by 
enlisted members: 

“(a) While permanently assigned to a vessel, other than a vessel 
restricted to service in the inland waters of the United States or a 
non-self-propelled vessel, pursuant to orders issued by competent 
authority, including the periods not in excess of fifteen consecutive 
days each while on temporary additional duty ashore. 

* * * 7 * * * 


“(d) While on a vessel restricted to service in the inland waters 
of the United States or on a non-self-propelled vessel, but only on 
days when such vessel is actually operating outside of inland waters 
for a period of eight days or more in each case.” 

Enlisted personnel assigned to vessels operating on the Great Lakes 
were authorized special pay for sea duty, as those vessels were not 
considered as coming under the category of vessels restricted to the 
inland waters of the United States because of the high state of combat 
readiness in which they were maintained and because of their potential 
deployment upon the high seas. In September 1953 the status of 
these vessels was reviewed and it was determined that the vessels 
which operated exclusively in the Great Lakes were in fact restricted 
to service in the inland waters of the United States. As a result of 
that determination, authorization for the payment of sea-duty pay to 
enlisted personnel on these vessels was administratively discontinued 
as of November 1, 1953. 

Exceptions were taken by the General Accounting Office to pay- 
ments of sea-duty pay made to personnel serving on vessels on the 
Great Lakes during the period November 1, 1950, through October 31, 

















6 VALIDATE CERTAIN PAYMENTS 


1953, because it was not established that these personnel were actually 
on sea duty within the meaning of that term as defined in sections 2 
(a) and 2 (d) of Executive r No. 10168. These payments were 
made to 1,400 men and totaled $133,668.38. Of this amount, 
$87,805.84 had been recovered by the United States as of January 31, 
1956, leaving a balance due of $45,862.54. 

These payments of sea-duty pay, when made, were considered to 
have been authorized for the type of duty for which they were made. 
The enlisted personnel who received them accepted them in good faith 
and without knowledge of their invalidity. As a large number of 
these people have left the service, collection from them 1s difficult and 
expensive and, in addition, results in adverse publicity and reaction 
toward the Navy. Also, the enforced checkage against those still 
in the active service creates personal hardships and morale problems 
which go far toward offsetting the value of the sums recovered. 
Accordingly, the Department of the Navy favors the validation of 
these payments of sea-duty pay. 

Your attention is invited to the fact that there is another group of 
personnel who are in a situation similar to that of the personnel who 
served on the Great Lakes. These are 45 enlisted men who served on 
the U. S. S. Sequoia between November 1, 1950, and February 28, 
1954. 

Payment of sea-duty pay to enlisted personnel serving on board the 
U. S. S. Sequoia had been made since July 1, 1945, under a special 
determination made by the Secretary of the Navy on November 30, 
1945, that service on board that vessel would constitute sea duty for 
pay purposes, effective as of July 1, 1945. As of that date the U.S. 5. 

equoia was an active commissioned vessel under the administrative 
control of the commandant, Potomac River Naval Command, and 
operationally assigned for such service as the Secretary of the Navy 
might direct. This determination of the Secretary of the Navy was not 
canceled and as a consequence enlisted personnel serving on board the 
U.S.S. Sequoia continued to receive sea-duty pay until these payments 
were questioned by the Comptroller General, when it was officially 
determined that this vessel was restricted to service in the inland waters 
of the United States, effective as of March 1, 1954. As of that date 
the payment of sea-duty pay to enlisted personnel serving on that 
vessel was discontinued. 

Exceptions were taken by the General Accounting Office to pay- 
ments of sea-duty pay made during the period November 1, 1950, 
through February 28, 1954, to enlisted personnel of the U. S. S. 
Sequoia, since duty on that vessel was not established as sea duty 
within the meaning of Executive Order No. 10168 of October 11, 1950. 
The payments amounted to $16,038.08, of which $14,607.81 had been 
recovered by the United States as of January 31, 1956, leaving 
balance due of $1,430.27. 

The Department of the Navy recommends that H. R. 8617 be 
amended to include validation of the payments of sea-duty pay made 
to personnel serving on the U.S. S. Sequoia during the period Noven- 
ber 1, 1950, to February 28, 1954, both dates inclusive. This Depart- 
ment favors enactment of the bill, if so amended. 

Your attention is invited to the fact that on May 1, 1956, the 
Department of the Navy forwarded to the Speaker of the House of 
Representatives a legislative proposal which would accomplish the 
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VALIDATE CERTAIN PAYMENTS 7 


purpose of H. R. 8617 with respect to personnel who served on board 
vessels epenens on the Great Lakes and would also include the 
personnel of the Sequoia described above. This proposal is a part 
of the Department of Defense legislative program for 1956. It was 
introduced in the House of Representatives on May 9, 1956 as H. R. 
11125. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report to the 
Congress. 

Sincerely yours, 
W. R. SHEELEY, 
Rear Admiral, United States Navy, 
Acting Judge Advocate General of the Na 
(For the Secretary of the Mery): 





Fieet Reserve AssociaTIon, 
Washington, D. C., May 2, 1956. 
Hon. Emanvuen CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CrarrmMan: Confirming telephone conversation with 
your Mr. Lee, the Fleet Reserve Association would appreciate early 
consideration by your committee of H. R. 8617, a bill to validate 
certain payments of sea-duty pay made to naval personnel serving on 
board vessels in the Great Lakes, ete. 

These payments were received by the enlisted men in good faith, 
under interpretations as made by the Navy Department as to what 
constitutes sea duty, and it is no fault of theirs that the Comptroller 
General ruled they were unauthorizedly made. 

A number of enlisted men are now having their pay checked for 
these alleged erroneous payments, which they can ill afford, and such 
checkages are not in the interest of career attractiveness. 

The Fleet Reserve Association, therefore, wishes to go on record 
as favoring enactment of this bill, in the event it is found unnecessary 
to conduct hearings. 

If hearings are held, I request that I may be permitted to testify 
on H. R. 8617, and be informed of the date and hour of hearing in order 
to be present. 

Very respectfully, 
Fieet Reserve Association, 
By C. E. Loraren, National Secretary. 


O 
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847TH ConGREsS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2672 





RELATING TO THE USE OF STORAGE SPACE IN THE BUFORD 
RESERVOIR FOR THE PURPOSE OF PROVIDING GWINNETT 
COUNTY, GA., A REGULATED WATER SUPPLY 





Juty 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works 
submitted the following 


REPORT 


[To accompany H. R. 8265] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 8265) relating to the use of storage space in the Buford Reser- 
voir for the purpose of providing Gwinnett County, Ga., a regulated 
water supply, having considered the same, report favorably thereon 
with amendment and recommends that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 3, strike the words “Chief of Engineers” and insert 
“Secretary of the Army”’. 

Page 1, line 8, strike the words “one thousand”’ and insert “eleven 
thousand two hundred’’. 


PURPOSE OF THE BILL 


The purpose of H. R. 8265, as amended, is to authorize the Secretary 
of the Army to contract with Gwinnett County, Ga., for a period 
not to exceed 50 years upon such terms as he may deem reasonable 
for the use of storage space in the Buford Reservoir to provide the 
county a regulated water supply in an amount not to exceed 11,200 
acre-feet of water annually. The bill provides further for an ease- 
ment, at no cost, over Government lands at Buford Reservoir for the 
= of constructing, repairing, and maintaining necessary pipe- 
ines and pumping station to remove such water from the reservoir. 


GENERAL STATEMENT 


The River and Harbor Act of July 24, 1946 (60 Stat. 634), approved 
modification of the general plan for full development of the Apalachi- 
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2 RELATING TO USE OF STORAGE SPACE IN BUFORD RESERVOIR 


cola, Chattahoochee, and Flint River systems, and authorized for the 
initiation and partial accomplishment thereof the construction of 
Buford multipurpose reservoir and other related developments in 
accordance with House Document No. 300, 80th Congress, 1st session. 
The Buford project is presently under construction and is about 60 
percent complete. The use of storage space in the reservoir for fur- 
nishing water to Gwinnett County would not interfere substantially 
with the primary purposes of the project. However, the Department 
of the Army cannot legally enter into a contract with the county 
pursuant to section 6 of the 1944 Flood Control Act (58 Stat. 890), 
as reenacted by Public Law 360 of the 82d Congress (66 Stat. 93), 
since that section applies only to surplus water, whereas there actually 
will be no surplus water in the reservoir. Accordingly, enactment of 
legislation is necessary if water is to be supplied to Gwinnett County 
from the Buford Reservoir. 

Representatives of the Department of the Army informed the com- 
mittee that in negotiations between Gwinnett County officials and the 
Corps of Engineers, it had been indicated that initial withdrawals 
would be about 4 million gallons per day and ultimate withdrawals 
would be about 10 million gallons per day. At the rate of 10 million 
gallons per day, storage in an amount to provide a total of 11,200 
acre-feet of water annually would be required. In view of this, and at 
the suggestion of Army representatives, the bill was amended to 
increase in storage amount. The bill was further amended so that the 
authority granted therein would be vested in the Secretary of the Army 
rather than in the Chief of Engineers, in order to conform to the 
authority contained in section 6 of the 1944 Flood Control Act referred 
to in the preceding paragraph. 

Enactment of this legislation would not result in any increased costs 
nor in any losses to the United States. 

The Department of the Army advised the committee it had no 
objection to enactment of H. R. 8265, as amended. 

he committee understands that the county has under construction 
facilities which will require water from the Buford Reservoir in 
February 1957 and, therefore, recommends prompt approval of this 
legislation. 
O 











841H ConGrEss ! HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2673 





RELATING TO THE USE OF STORAGE SPACE IN THE 
HULAH RESERVOIR TO PROVIDE WATER FOR THE 
CITY OF BARTLESVILLE, OKLA. 





Juty 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


(To accompany H. R. 8940) 


The Committee on Public Works, to whom was referred the bill 
(H. R, 8940) relating to the sale of water from the Hulah Reservoir to 
the citv of Bartlesville, Okla., having considered the same, report 
favorably thereon with amendments and recommend that the bill 
do pass. 

he amendments are as follows: 

Page 1, line 3, strike the words “Chief of Engineers” and insert 
“Secretary of the Army”. 

Page 1, line 6, strike the word “sale” and insert “use’’. 

Page 1, lines 6 and 7, strike the words “twenty thousand” and insert 
“fifteen thousand four hundred”, 

Amend the title so as to read: 


A bill relating to the use of storage space in the Hulah 
Reservoir to provide water for the city of Bartlesville, 


Oklahoma. 
PURPOSE OF THE BILL 


The purpose of H. R. 8940, as amended, is to authorize the Secretary 
of the Army to contract with the city of Bartlesville, Okla., for a 
period not exceeding 50 years upon such terms as he may deem reason- 
able for the sale of not to exceed 20,000 acre-feet of storage space in 
the Hulah Reservoir to provide the city with a regulated water supply. 
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2 RELATING TO USE OF STORAGE SPACE IN HULAH RESERVOIR 


GENERAL STATEMENT 


The Flood Control Act of June 22, 1936, authorized construction 
of the Hulah Reservoir, contained in House Document 308, 74th 
Congress, 1st session, for flood control in the Verdigris River Valley 
in Oklahoma and for water-supply purposes. Construction of the 
Hulah Reservoir was started in 1946 and the reservoir was placed in 
operation in 1951. 

Representatives of the Department of the Army informed the 
committee that in previous correspondence between officials of Bartles- 
ville and the Corps of Engineers, it was determined that the city 
required 15,400 acre-feet of storage space to yield 10,800 acre-feet of 
water annually, of which 5,000 acre-feet would be withdrawn at the 
reservoir and 5,800 acre-feet would be withdrawn from the Caney 
River at Bartlesville. There are 295,000 acre-feet of storage in Hulah 
Reservoir presently allocated as follows: 265,000, flood control; 17,000, 
conservation; and 13,000 for sedimentation reserve. The committee 
was advised that Corps of Engineers’ studies indicate that 15,400 
acre-feet of storage could be provided for Bartlesville which would 
not materially infringe upon presently authorized project purposes. 
A revised allocation of storage, submitted by the engineers, would 
be about as follows: 258,000 acre-feet, flood control; 15,400 for 
Bartlesville water supply; 11,200, conservation; and 10,400, sedimen- 
tation reserve. However, the Department of the Army cannot legally 
enter into a contract with the city pursuant to section 6 of the 1944 
Flood Control Act (58 Stat. 890), as reenacted by Public Law 360 
of the 82d Congress (66 Stat. 93), since that section applies only to 
“surplus” water, whereas there actually is no “surplus” water in the 
reservoir. Accordingly, enactment of legislation is necessary if water 
is to be supplied to Bartlesville from the Hulah Reservoir. 

H. R. 8940 is consistent with the recommendations of the Corps of 
Engineers except that, as introduced, it provided for 20,000 acre-feet 
of storage space instead of the 15,400 required for Bartlesville’s 
needs. The committee, therefore, amended the bill accordingly. 
The bill was further amended so that the authority granted therein 
would be vested in the Secretary of the Army rather than in the Chief 
of Engineers in order to conform to the authority contained in section 
6 of the 1944 Flood Control Act, and the language referring to the 
sale of water and storage space was changed to refer to the use of 
scene space. The latter change necessitated an amendment in the 
title. 

Enactment of the bill would not result in any increased costs to the 
United States. 

The Department of the Army informed the committee it has no 
objection to the enactment of H. R. 8940, as amended. The com- 
mittee recommends approval by the Congress. 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES ‘ Report 
2d Session No. 2674 





PROVIDING FOR SALE OF LANDS IN RESERVOIR AREAS 
UNDER JURISDICTION OF THE DEPARTMENT OF THE 
ARMY FOR COTTAGE SITE DEVELOPMENT AND USE 





Juty 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 11702) 


The Committee on Public Works, to whom was referred the bill 
(H. R. 11702) to provide for the sale of lands in reservoir areas under 
the jurisdiction of the Department of the Army for cottage-site 
Fel saa and use, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 11702 is to provide for the sale of lands in 
reservoir areas under the jurisdiction of the Corps of Engineers of the 
Department of the Army for cottage-site development and use. 


GENERAL STATEMENT 


Section 4 of the Flood Control Act of 1944, as amended (16 U.S. C. 
460d), authorizes the Secretary of the Army to grant leases of lands, 
including structures or facilities thereon, in reservoir areas, for such 
periods, and upon such terms, and for such purposes as he may deem 
reasonable in the public interest. The exercise of this authority has 
made it possible to provide for the construction, maintenance, and 
operation of public park and recreational facilities by others without 
the expenditure of Federal funds therefor in most Department of the 
Army reservoirs. In addition, small areas in some reservoirs have 
been subdivided and leased to individuals for private cottage site 
development and use. This activity has been confined principally to 
sites within approximately 20 percent of the reservoirs for which lands 
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2 SALE OF LANDS IN RESERVOIR AREAS 


were acquired prior to the revision of the Department’s land-acquisi- 
tion policy for reservoir projects in October 1953, which provides for 
the acquisition of flowage easements instead of fee title, wherever 
feasible. 

The Department of the Army informed the committee it would 
have no objection to enactment of legislation authorizing the Secre- 
tary of the Army to offer cottage sites for sale subject to certain 
conditions. The reported bill contains provisions which the com- 
mittee believes will achieve the objectives and conditions set forth 
by the Department, as follows: 

(a) Provides for the conveyance of the sites on the condition that 
they shall be used for cottage-site purposes. 

3) Vests in the Secretary of the Army authority to determine the 
method of sale. 

(c) Provides for sale at not less than the appraised fair market 
value, the price determination formula normally applied in the 
disposal of surplus property. 

(d) Provides for the transfer of roadways within cottage-site areas 
to States, political subdivisions thereof, or to any organization con- 
sisting of not less than 50 percent of the owners of cottage sites in the 
area with appropriate provision for use and maintenance of the 
property. 

(e) Imposes on the grantee the cost of any survey or relocation of 
boundary markers necessitated by the conveyances or transfers. 

(f) Provides for the delegation of any authority conferred on the 
Secretary of the Army by the legislation to any officer or employce 
of the Department of the Army. 

(g) Provides that the proceeds from any sale made under the legis- 
lation shall be covered into the Treasury of the United States as mis- 
cellaneous receipts. 

It is the committee’s view that, in the sale or lease of individual 
cottage sites under this bill, unless deemed wholly impracticable, the 
size of any such individual site should be limited to 1 acre; that special 
consideration should be given to nonprofit organizations, such as the 
Boy Scouts, Girl Scouts, churches, and similar groups; and that sales 
or lease agreements shall contain provisions to preclude, insofar as 
possible, speculative resales, 

The committee favors the provisions of H. R. 11702 and recom- 
mends its approval by the Congress. 


O 
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&4rH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
2d Session No. 2675 





FIXING UNITED STATES MARSHALS’ FEES 





Juty 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ropino, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 11907] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 11907) to amend title 28, United States Code, with respect to 
fees of United States marshals, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

THE PURPOSE OF THE BILL 


The purpose of the bill is to grant authority to the Attorney General 
periodically to promulgate a table of fees of United States marshals. 
Accordingly, it amends section 1921, of title 28, United States Code. 


GENERAL STATEMENT 


At the present time section 1921 of title 28, United States Code, 
enumerates specifically the fees to be charged private litigants for 
services rendered them by United States marshals. In the District 
of Columbia similar provision is contained in the District of Columbia 
Code, section 11-1510. 

These fees may be taxed as costs and are covered into the United 
States Treasury. 

These fees have not been changed substantially in the past 100 
years. <A recent joint study by the Department of Justice and_ the 
General Accounting Office revealed that the annual cost to the Gov- 
ernment for handling Federal court process for private litigants ex- 
ceeded the charges made for such service by approximately $411,000. 
On the basis of that study it is evident that there is a need for the 
revision of these fees. 

In a revision of marshals’ fees, however, it is desirable to abandon 
the rigid schedule of fees as fixed by statute and to substitute a more 
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2 FIXING UNITED STATES MARSHALS’ FEES 


flexible system. By granting authority to the Attorney General to 
periodically issue a table of fees and regulations the desired flexibility 
can be achieved, and the fees can be decreased or increased to meet 
the approximate cost to the Government for the service being rendered. 

A precedent for such a plan is found in section 1914 (b) of title 28, 
United States Code, whereby a clerk of the district court is authorized 
to collect additional fees prescribed by the Judicial Conference of the 
United States. 

Section 1 of the bill amends section 1921 of title 28 so as to grant 
to the Attorney General the authority periodically to promulgate a 
table of fees and regulations for marshals. The rates, however, must 
be based on periodic studies of the operating costs of the marshals’ 
service and may not exceed that portion of such costs properly charge- 
able to private litigants. 

Since this provision is a complete substitute for existing law it 
repeals the fees now specified by statute. 

It also includes marshals’ fees in the District of Columbia, which are 
also specifically enumerated in section 11-1510, District of Columbia 
Code. That section is repealed by section 3 of the bill. 

Section 2 of the bill amends section 1920, of title 28, United States 
Code, relating to taxation of costs by adding to the fees which may be 
taxed as costs fees for all marshals’ services in a criminal case, except 
for the summoning of witnesses, a sum to be fixed by the court, not 
exceeding $25 when the conviction is for a misdemeanor, and not 
exceeding $100 when conviction is for a felony. 

That amendment makes no substantive change in existing law since 
section 1921 of title 28 presently provides that the court within those 
limits mentioned above may fix a sum to be taxed as costs for marshals’ 
services in criminal cases. The amendment, therefore, merely relo- 
cates the existing provision in section 1920 where it properly belongs 
as pertaining to taxation of costs. 

Section 4 of the bill provides that the act shall take effect 90 days 
after enactment. 

Attached as a part of this report is a letter from the Attorney Gen- 
eral to the Speaker, dated June 18, 1956. This bill was introduced as 
a result of that communication. 


JuNE 18, 1956. 
The Speaker, House or REPRESENTATIVES, 
Washington, D. C. 

Dear Mr. Spraker: Enclosed for your consideration and appro- 
priate reference is a legislative proposal to amend title 28, of the 
United States Code, with respect to the fees of United States marshals. 

Section 1921, of title 28, enumerates specifically the fees to be 
charged private litigants for services rendered them by United States 
marshals. These fees have not been changed substantially in the 
past 100 years. However, a joint study recently concluded by the 
General Accounting Office and the Department of Justice disclosed 
that the annual cost to the Government for handling Federal court 
erat for private litigants exceeds the charges made for such service 

y approximately $411,000. 

It is apparent that the statute relating to marshals’ fees is in need 
of athe, eg At the same time it seems desirable to abandon the 
present approach of the statute, that is, the specific fixing of fees, 
substituting instead a grant of authority to the Attorney General 
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FIXING UNITED STATES MARSHALS’ FEES 3 


periodically to promulgate a table of fees. In this way the fee 
schedules would be more flexible, easily being increased or decreased 
to approximate the cost to the Government for the service being 
rendered. 

A similar plan to that suggested is now provided for by section 
1914 (b) of title 28, relating to fees to be collected by the clerks of the 
district courts. 

Section 1921 now provides that for marshals’ services in a criminal 
case there may be taxed as costs a sum to be fixed by the court within 
certain limits. The proposed legislation would make no substantive 
change in this provision, but would relocate it in section 1920, the 
section which pertains to taxation of costs. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this recommendation. 

Sincerely, 
Hersert Browne tt, Jr., 
Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported ; present provisions proposed to be stricken are enclosed 
in black brackets; aud new provisions proposed to be inserted are 
shown in italic: 


Section 1920, Tirte 28, Unirep Srates Cops 


§ 1920. Taxation of costs. 
A judge or clerk of any court of the United States may tax as costs 
the following: 


* * * *s * & a 


(6) As fees for all marshals’ services in a criminal case except for the 
summoning of witnesses, a sum to be fixed by the court, not exceeding $25 
where conviction is for a misdemeanor and not exceeding $100 where 
conviction ts for a felony. 

* * a s s * o 


SecTion 1921, Trtte 28, Unirep Sratres Cope 


§ 1921. United States marshal’s fees. 


Only the following fees of United States marshals shall be collected 
and taxed as costs, except as otherwise provided. 

[For serving a writ of possession, partition, execution, or any final 
process, the same mileage as is allowed for the service of any other 
writ, and for making the service, seizing or levying on property, 
advertising and disposing of the same by sale, set off, or otherwise 
according to law and receiving and paying over the money, the same 
fees and poundage as are or shall be allowed for similar services to the 
sheriffs of the States, respectively, in which the service is rendered; 

{In all cases in which the vessel or other property is sold by a public 
auctioneer or by some party other than the marshal or his deputy, 
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the fee herein authorized to be paid to the marshal shall be reduced 
by the amount paid to said auctioneer or other party; 

[For sale of vessels or other property under process in admiralty 
or under the order of a court of admiralty, and for receiving and 
paying over the money, 2% per centum on any sum under $500, and 
1% per centum on the excess of any sum over $500; 

{For the keeping of personal property attached on mesne process, 
such compensation as the court, on petition setting forth the facts 
under oath, may allow; 

[For the necessary expenses of keeping boats, vessels, or other prop- 
erty attached or libeled in admiralty, such amount as the court, on 
petition setting forth the facts under oath, may allow; 

(For serving a subpoena or summons on a witness or appraiser, 
50 cents. 

[or service of an attachment in rem or libel in admiralty, $2.00. 

Lor service of any warrant, attachment, summons, capias or other 
writ in a civil action or proceeding, $2.00 for each person served. 

For every proclamation in admiralty, 30 cents. 
For copies of writs or papers furnished at the request of any party, 
10 cents a folio of 100 words or major fraction thereof. 

[for all services in a criminal case except for the summoning of wit- 
nesses, a sum to be fixed by the court not exceeding $25 where convic- 
tion is for a misdemeanor and not exceeding $100 where conviction is 
for a felony. 

[For necessary travel in serving any process in civil or criminal 
cases, 10 cents a mile, to be computed from the place where the service 
is returned to the place of service or where more than one person is 
served to the place of service which is most remote, adding thereto any 
additional travel necessary to serve the others. When two or more 
writs of any kind required to be served in behalf of the same party on 
the same person may be served at the same time, compensation for 
travel on only one such writ shall be taxable. The clerk shall insert 
in each subpena the names of as many witnesses in each case as con- 
venience of service will permit.] 

United States marshals, including those stationed outside the United 
States and in the District of Columbia, shall charge fees and expenses in 
accordance with rates and regulations prescribed by the Attorney General. 
Such rates shall be based on periodic studies of operating costs of the 
marshals’ service and the e&timated proceeds shall not exceed that portion 
of such costs properly chargeable to private litigants. 


Section 11-1510, Districr or Cotumpia Cope 


[§ 11-1510 [10: 10]. Marshal’s fees. 


[The following, and no other, compensation shall be taxed and 
allowed the marshal, except in cases otherwise provided by law: For 
each return on any warrant, attachment, summons, capias, or other 
writ (except execution, venire, or a summons or subpoena for a wit- 
ness), whether or not service has been made, $1 for each person: Pro- 
vided, however That for the return on any citation, summons, notice, 
or rule issued by the probate court the fee shall be 50 cents for each 
person. 

[lor the keeping of personal property attached on mesne process, 
such compensation as the court, on petition setting forth the ‘facts 
under oath, may allow. 
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[For serving venires and summoning every twelve persons as grand 
or petit jurors, four dollars, or thirty-three and one-third cents each, 
For holding an inquisition or other proceeding before a jury, includ- 

ing the summoning of a jury, five dollars. 

[For serving a writ of subpoena on a witness, fifty cents; and no 
further compensation for a copy, summons, or notice for a witness. 

or summoning appraisers, fifty cents. 

PFor executing a deed prepared by a party or his attorney, one 
dollar. 

For drawing and executing a deed, five dollars. 

For copies of writs or papers furnished at request of any party, 
ten cents a folio. 

For every proclamation in admiralty, thirty cents. 

For serving an attachment in rem or libel in admiralty, two dollars. 

For the necessary expenses of keeping boats, vessels, or other 
property attached or libeled in admiralty, not exceeding two dollars 
and fifty cents a day. 

[When the debt or claim in admiralty is settled by the parties with- 
out a sale of the property, a commission of one per centum on the first 
five hundred dollars of the claim or decree, and one-half of one per 
centum on the excess of any sum thereof over five hundred dollars: 
Provided, That when the value of the property is less than the claim 
such commission shall be allowed only on the appraised value thereof. 

[For sale of vessels or other property under process in admiralty 
and for receiving and paying over the money, two and one-half per 
centum on any sum under five hundred dollars, and one and one-half 
per centum on the excess of any sum over five hundred dollars. 

{For disbursing money to jurors and witnesses and for other ex- 
penses, two per centum. 

[For expenses while employed in endeavoring to arrest under process 
any person charged with or convicted of crime, the sum actually ex- 
pended, not to exceed two dollars a day. 

or every commitment or discharge of a prisoner, fifty cents. 
For transporting criminals convicted of a crime in the District to 
a prison in a state or territory designated by the Attorney-General, 
the reasonable actual expense of transportation of the criminals, the 
marshal, and the guards, and the necessary subsistence and hire. 

[For attending court and bringing in and committing prisoners and 
witnesses during the term, five dollars a day. 

[For attending examinations before a commissioner and bringing in, 
guarding, and returning prisoners charged with crime, and witnesses, 
two dollars a day, and for each deputy, not exceeding two, necessarily 
attending, two dollars a day. 

[For fuel, lights, and other contingencies that may accrue in holding 
the courts, the amount of his penne necessarily incurred. 

[For levying upon leasehold or freehold property in land and 
selling the same, a commission of one and one-half per centum on 
the proceeds to the amount of the debt. 

chor levying upon leasehold or freehold property in land where 
no sale thereof is made, one dollar. 

[For levying upon personal property and selling the same, a com- 
mission of three per centum on the proceeds to the amount of the 
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debt and the reasonable cost for storage, keeper, insurance, advertising, 
and auctioneer. 

[For levyin a personal property where no sale thereof is made, 
two dollars oa fifty cents and the reasonable cost for storage, keeper, 
and insurance incurred for the preservation of the same: Provided. 
That the court, on notice to all parties in interest, may allow additional! 
compensation. J 


O 





841m CoNncrEss } HOUSE OF REPRESENTATIVES Report 
2d Session | No. 2676 





AUTHORIZING MODIFICATION OF THE FLOOD-CONTROL 
PROJECT FOR MISSOURI RIVER AGRICULTURAL LEVEE 
UNIT 613-512-R, RICHARDSON COUNTY, NEBR. 





Jury 10, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany S. 1358] 


The Committee on Public Works, to whom was referred the bill 
(S. 1358) to authorize modification of the flood-control project for 
Missouri River agricultural levee unit 513-512-R, Richardson County, 
Nebr., having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 1358, as passed by the Senate, is to authorize 
modification of the project for Missouri River agricultural levee unit 
513-512-R, lying within the area of Drainage District No. 1 in 
Richardson County, Nebr., to provide for construction of a new 
bridge near the river mouth to replace a structure destroyed by the 
fl of 1951, at an estimated cost of $163,500. 


PUBLIC HEARING 


The committee held a public hearing on May 16, 1956, on S. 1358 
and H. R. 4702. H. R. 4702 would authorize Federal participation 
in the alteration and construction of 2 bridges across the Nemaha 
River in Richardson County, Nebr., whereas S. 1358 provides for 
Federal assumption of the cost of reconstructing only 1 bridge. The 
committee notes that alteration and modification of one of the bridges 
has been accomplished by local interests, and it does not feel that 
Federal participation in this bridge is warranted. Therefore, legisla- 
tion as proposed in H. R. 4702 is not applicable unless amended. 
However, the sponsor of H. R. 4702 informed the committee that he is 
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2 MODIFICATION OF FLOOD-CONTROL PROJECT 


in accord with the legislation as it came from the Senate (S. 1358), 
which would take care of only the one bridge near the mouth, and he 
had no objection to action being taken on that bill. 


DISCUSSION 


The improvement of the Missouri River agricultural levee unit 
513-512-R, Richardson County, Nebr., was authorized by the Flood 
Control Acts of 1941 and 1944. It is a unit in the authorized plan of 
improvement for the Missouri River Basin, which provides for, among 
other things, a series of levee units along both banks of the river from 
Sioux City, Iowa, to the mouth. The project will protect agricultural 
lands and small communities against floods, and is subject to the condi- 
tion that local interests provide without cost to the United States all 
lands, easements, and rights-of-way necessary for the construction of 
the project. 

The committee notes that several unfortunate circumstances have 
occurred since the project was authorized. ‘The principal one was a 
misunderstanding between local interests and the Corps of Engineers 
regarding Federal participation in highway and bridge alterations for 
unit 513-512-R. It has been stated that local interests were advised 
in 1949 by a local representative of the Corps of Engineers that the 
Federal Government would participate in the alteration and modifica- 
tion of the highway bridges involved in the authorized project. _How- 
ever, 2 years later, after full consideration of the matter at depart- 
mental level in Washington, local interests were advised that the 
modification of the bridges at Federal expense would not be in accord- 
ance with the authorizing act. In view of this development, local 
interests at their expense raised the upstream bridge and. were prepar- 
ing to undertake raising the remaining bridge at the mouth, when 
floodwaters in July 1951 washed away the bridge at the mouth. 

Although highway-bridge alterations made necessary by the con- 
struction of Federal local protection projects, are a local respolisibility 
unless otherwise specified By law, the committee is of the opinion that 
in view of the unusual circumstances involving construction of this 

roject, the Federal Government is justified in replacing the bridge 
ocated near the mouth of the Nemaha River. The estimated Federal 
cost. of replacing the bridge is $163,500, which provides for construct- 
ing a complete (exclusive of approaches) new, bridge having a length 
of 300 feet and road width of 22 feet. 

The committee, after careful consideration of this legislation, recom- 
mends its adoption. 

Comments of the Department of the Army on H. R. 4702 and the 
Bureau of the Budget on S. 1358 are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 4, 1956. 
Hon. Cuaries A. Bucktey, 


Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. Cuatrman: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 4702 
84th Congress, a bill to authorize modification of the flood-control 
project for Missouri River agricultural levee unit 513-512-R, Richard- 
son County, Nebr. 
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The Department of the Army has considered the above-mentioned 
bill. The prot of the bill is to authorize modification of the project 
for Missouri River agricultural levee unit 513-512-R, lying within 
the area of Drainage District No. 1 in Richardson County, Nebr., 
to include at Federal expense the relocation and construction of certain 
highway bridges over the Nemaha River as follows: (1) Altering an 
existing bridge 2% miles southwest of Rulo by raising the existing 
coaerr spans and piers, adding 36-foot spans and abutments to the 
ends of the bridge, and constructing approach embankments; (2) 
constructing a new bridge near the river mouth to replace a structure 
destroyed by the flood of 1951, the new bridge to be 300 feet long 
with a 22-foot roadway. 

The flood-control project for levee unit 513-512-R was authorized 
by the act of August 18, 1941 (55 Stat. 638), as modified by the act 
of December 22, 1944 (58 Stat. 887), subject to the condition that 
local interests provide without cost to the United States all lands, 
easements, and rights-of-way necessary for the construction of the 
project. The Department has interpreted this provision to include 
highway alterations at the expense of local interests. For this 
project, local interests have furnished rights-of-way with the exception 
that they have not completed the alteration of the highway bridges 
involved. Local interests contend that the alterations should be at 
Federal expense, their contention being based primarily on indications 
in a letter from the district engineer at Kansas City, Mo., to the 
Richardson County engineer dated April 8, 1949, that the Federal 
Government would participate in highway-bridge alterations. Sub- 
sequent to the date of that letter, a complete review of the situation 
by the Department in Washington led to the conclusion that per- 
formance of the work at Federal expense would not be in accordance 
with the authorizing act, and local interests were so advised by letter 
of March 6, 1951. 

In April 1951, after local authorities had been notified of the 
inability of the Federal Government to undertake the work concerned, 
a large portion of the Federal levee and channel improvement project 
along the Nemaha River had been completed. Shortly thereafter 
local. interests, even though protesting the change in the original 
agreement, raised the bridge referred to at (1) above and undertook 
preparation for raising the other bridge. In May and July 1951 
extremely high waters occurred on the Nemaha, and in the latter 
month the bridge near the mouth of the river failed. 

Thus, the original agreement by the district engineer indicated 
erroneously that the Federal Government would participate in the 
bridge alterations under consideration. Local interests accepted the 
project with this understanding which was not corrected for almost 
2 years. 

the attached letter to the committee dated February 7, 1956, the 
Bureau of the Budget states that it considers that S. 1358 should be 
amended to provide (a) that any Federal participation in the replace- 
ment of the washed-out bridge should be limited to the excess of its 
replacement cost over what it would have cost the county to raise it 
prior to the 1951 flood and (6) that no Federal participation in the 
cost of raising the other bridge is warranted, since the county has 
already accomplished the work as one of the customary legal require- 
ments for | participation in the cost of this type of project. 
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While the Chief of Engineers had recommended no objection to the 
enactment of S. 1358, in view of the comments of the Bureau of the 
Budget the Department of the Army suggests that the bill be amended 
so as to ae for Federal participation in the construction of only 
the new bridge near the mouth of the Nemaha River. This could be 
accomplished by deleting that portion of page 2 referring to the bridge 
2% miles southwest of Rulo, ebr. The cost of the alteration and 
construction proposed in the bill if so modified is estimated to be 
$163,500. 

The Bureau of the Budget advised that there would be no objection 
to the submission of a similar report on a companion bill, 8. 1358. 

Sincerely yours, 
Wixser M. Brucker, 
Secretary of the Army. 


EXEcuTIvVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGeET, 
Washington, D. C., February 7, 1956. 
Hon. Dennis CHAVEZ, 


Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuatrman: This is in reply to your letter of March 
9, 1955, requesting the views of the Bureau of the Budget on S. 1358, 
a bill to authorize modification of the flood-control project for Missouri 
River agricultural levee unit 513-512-R, Richardson County, Nebr. 

The purpose of the bill is to authorize Federal participation in the 
cost of altering two bridges over the Nemaha River in Richardson 
County, Nebr., in connection with Missouri River agricultural levee 
unit No. 513-512-R. It is our understanding that one of the bridges 
has already been raised by local interests, and that the other was 
washed out by a flood in July 1951 and has not yet been replaced. 
The bill, if enacted, would permit the United States to contribute 
toward the cost of the work already performed on the first bridge and 
to reconstruct the other bridge. 

On the basis of the facts contained in the report on S. 1358, which 
the Department of the Army will submit to your committee in the 
near future, the Bureau of the Budget considers (a) that any Federal 
ahaa meget in the replacement of the washed-out bridge should be 

imited to the excess of its replacement cost over what it would have 

cost the county to raise it prior to the 1951 flood and (6) that no Fed- 
eral participation in the cost of raising the other bridge is warranted, 
since the county has already accomplished the work as one of the 
customary legal requirements for local participation in the cost of 
this type of project. 

Accordingly, the Bureau of the Budget would have no objection to 
enactment of S. 1358 if amended to fimit its application consistent 
with the above comments. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO MAKE 
PAYMENT FOR CERTAIN IMPROVEMENTS LOCATED ON PUBLIC 
LANDS IN THE RAPID VALLEY UNIT, SOUTH DAKOTA, OF THE 
MISSOURI RIVER BASIN PROJECT 





Juuy 11, 1956.—Ordered to be printed 





Mr. Forrester, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany 8. 1622] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 1622) entitled 
“An act to authorize the Secretary of the Interior to make payment 
for certain improvements located on public lands in the Rapid Valley 
unit, South Rakin. of the Missouri River Basin project, and for 
other purposes,” having met, after full and free coals, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the Senate recede from its disagreement to the amendment of 
ba House numbered 2, and agree to the same with an amendment as 
ollows: 

In lieu of the language proposed to be inserted by the House amend- 
ment insert $18,383 as reimbursement; and the House agree to the 
same. 


E. L. Forrester, 

Haroitp D. Donouve, 

Wituiam E. MILter, 
Managers on the Part of the House. 


James E. Murray, 

Cuinton P. ANDERSON, 

Artuur V. WarkINs, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 1622) entitled “An act to authorize the Secretary of 
the Interior to make payment for certain improvements located on 

ublic lands in the Rapid Valley unit, South Dakota, of the Missouri 

iver Basin project, and for other purposes,” submit the following 
statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 
a 

Vhen this proposed measure passed the House, the following amend- 
ments were made in accordance with recommendations contained in 
the letter from the Department of the Interior which was printed in 
the Senate report (No. 1856): 

(1) Page 1, lines 4 and 5, strike out “of the Rapid Valley unit, 
South Dakota,”’. 

(2) Page 2, line 5, strike out “$18,383 as reimbursable” and insert 
“$16,382 as reimbursement”. 

(3) Page 2, line 7, after “thereof” insert “on other lands”’. 

(4) Page 2, line 10, strike out “13” and insert ‘30”’. 

The Senate agreed to amendments Nos. 1, 3, and 4, and receded 
from its disagreement to amendment No. 2, and agreed to the same 
with the following amendment: In lieu of the language proposed to 
be inserted by the House amendment, insert ‘'$18,383 as reimburse- 
ment’. The purpose of this language is to correct an error which 
appeared in the printed reports. 

E. L. Forrester, 

Haroitp D. Dononvue, 

Witiram E. Miter, 
Managers on the Part of the House. 


O 
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BRANDEIS COMMEMORATIVE MEDALS 





Juty 11, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany H. R. 11000] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 11000) to provide for the striking of medals in com- 
memoration of the 100th anniversary of the birth of the late Justice 
Louis Dembitz Brandeis, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would authorize and direct the Secretary of the Treasury 
to strike and furnish to Brandeis University, Waltham, Mass., 3,000 
medals to commemorate the 100th anniversary of the birth of the 
late Supreme Court Justice Louis Dembitz Brandeis. The medals 
would bear suitable emblems, devices, and inscriptions as determined 
by the Secretary and would be considered national medals within the 
meaning of section 3551 of the Revised Statutes. The Treasury 
Department would be reimbursed for the full cost of the medals. 
Enactment of the bill was recommended by the Treasury Department. 


GENERAL STATEMENT 


The year 1956 marks the 100th anniversary of the birth of the late 
United States Supreme Court Justice Louis D. Brandeis. To celebrate 
the centennial of Justice Brandeis’ birth, his many contributions to 
our social philosophy, legal thought and political and economic growth, 
a nationwide program of activities has been planned. Among the 
projects contemplated are a series of symposia on Justice Brandeis 
to be held in conjunction with Harvard University, the dedication of 
his statue on the university campus, the publication of collected writ- 
ings of the Justice, the codification of the law structure of Israel, and 
a series of creative arts’ awards in his name. The committee believes 
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2 BRANDEIS COMMEMORATIVE MEDALS 


it is fitting and proper for the Congress to patie ate in the honoring 
of this distinguished jurist by authorizing the striking of commemora- 
tive medals. 

Louis D. Brandeis was born in Louisville, Ky., on November 13, 
1856, and attended the local public schools, attaining very high grades. 
He traveled to Europe with his family at the age of 16 and remained 
to study at the Annen Realschule in Dresden, Germany, from 1873 
to 1875. 

Shortly before his 19th birthday and with no previous college train- 
ing, Brandeis entered Harvard Law School in 1875. His grasp of 
legal concepts, his prodigious memory, and his speaking ability soon 
made him an outstanding member of his class. He graduated from 
Harvard Law School in 1877 and was valedictorian of his class. 
Since he was not yet 21 years old at the time, it was necessary for the 
board of trustees to pass a special waiver to permit him to graduate. 

He spent another year at Harvard in graduate studies and then 
joined a St. Louis law firm for a short time. He returned to Boston 
in the summer of 1897 to practice law, and from 1879 to 1897 was a 
partner in the firm of Warren & Brandeis. He was later a partner 
in the firm of Brandeis, Dunbar & Nutter until his appointment as 
a Justice of the United States Supreme Court by President Woodrow 
Wilson in 1916. 

During his career as a lawyer, Brandeis belonged to several reform 
movements, taking it upon himself to become the “‘people’s attorney.” 
His emphasis in gathering all of the relevant facts aside from the 
applicable principles of Fa is still referred to in the legal pro- 
fession as a ‘‘Brandeis brief.” 

Among the many cases in which he distinguished himself as a lawyer 
and speaker is his defense of Louis R. Glavis, dismissed chief of the 
General Land Office field agents, in the Department of Interior 
before a congressional committee investigating the Ballinger-Pinchot 
conservation fund in 1910. In 1914 he participated in the proceedings 
involving the constitutionality of the women’s 10-hour laws in Oregon 
and Illinois, the California 8-hour law, and the Oregon minimum-wage 
law. He was also a leader in the establishment of the sliding scale 
gas-rates system for municipal gas service in the Boston area and the 
establishment of the Massachusetts savings bank insurance system. 

Brandeis’ flexibility and his ability to see both sides of a legal 
question depending upon prevailing conditions is perhaps best shown 
by his participation in the advanced freight-rate investigation. In 
1911 he was counsel for shippers in the investigation before the 
Interstate Commerce Commission. On the other hand, in 1913-14 he 
was special counsel for the Interstate Commerce Commission in the 
5 percent advanced freight rate investigation. 

randeis served as a Justice of the United States Supreme Court 
23 years before retiring on February 13, 1939. The principles for 
which he fought in his earlier years were enshrined in the course of 
many decisions which he wrote as a member of the Court. 

Louis D. Brandeis’ illustrious career was ended by his death in 
Washington, D. C., on October 5, 1941, a short time Lelore his 85th 
birthday. The committee ho that the commemorative medals 
authorized by H. R. 11000 will help preserve the memory of the public 
service of this distinguished lawyer, social philosopher, humanitarian, 
author, and jurist. 
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841H CONGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2679 





EXCLUDING CERTAIN LANDS FROM ACADIA NATIONAL 
PARK, MAINE, AND AUTHORIZING THEIR DISPOSAL AS 
SURPLUS FEDERAL PROPERTY 





Juty 11, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ena sz, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany S. 2305] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2305) to exclude certain lands from Acadia National 
Park, Maine, and to authorize their disposal as surplus Federal prop- 
erty, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF S. 2305 


If enacted, S. 2305 would exclude an isolated tract of some 332 
acres of land from the Acadia National Park, Maine, approximately 
35 miles distant, and authorize its disposal as surplus Federal property. 

No appropriation of Federal funds is authorized by this legislation. 


EXPLANATION OF THE BILL 


In recommending that S. 2305 be enacted, the Department of the 
Interior points out that the tract of land in question, known as the 
Green Lake Fish Hatchery tract, has never been of real value to the 
Acadia National Park and should be disposed of in accordance with 
the laws governing the disposition of surplus Federal property. 

Many years ago the Green Lake Fish Hatchery tract in the State of 
Maine was the property of the Fish and Wildlife Service which was 
then under the Department of Commerce. The hatchery was closed 
by the Fish and Wildlife Service in 1922. In 1935 the land was 
transferred by an act of Congress to the Department of the Interior 
to be used as part of the Acadia National Park. However, the Na- 
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2 CERTAIN LANDS FROM ACADIA NATIONAL PARK, MAINE 


tional Park Service has not made use of the land and now wishes to 
dispose of it., There are no buildings on the property. 

part of the tract has been used for recreational purposes by the 
city of Bangor, Maine, since 1947, under permit from the Department 
of the Interior. Part of the property also has been used by the 
Department of the Air Force as a recreational area for personnel sta- 
tioned at Dow Air Force Base. 

Portions of the Green Lake Fish Hatchery tract are located in the 
towns of Dedham and Ellsworth, Maine. According to Representa- 
tive McIntire, of Maine, both of these municipalities, as well as the 
city of Bangor, are interested in acquiring this tract for recreational 
purposes, 

DEPARTMENTAL REPORT 


The favorable report of the Department of the Interior, wherein 
it is reported that the Bureau of the Budget has no objection to this 
legislation is set forth following: 


DEPARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington, D. C., April 27, 1956. 
Hon. Cram ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Enate: There is pending before your committee a 
bill, S. 2305, to exclude certain lands from Acadia National Park, 
Maine, and to authorize their disposal as surplus Federal property. 

We recommend that S. 2305 be enacted. 

The Green Lake Fish Hatchery tract, which became excess to the 
needs of the Department of Commerce for fish hatchery purposes, 
was transferred to this Department a number of years ago and became 
a part of Acadia National Park. The tract is some 35 miles from the 
main part of the park and although it was thought at one time that 
the tract might be developed as a detached part of the park, it has 
never been of real value to the park. Various suggestions have been 
entertained for other public use of the property, however, it now 
appears that the procedure for disposition in accordance with the 
laws governing the disposition of surplus Federal property should be 
followed in this case. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends that 
S. 2305 be enacted. 


O 











641TH ConcrEss } HOUSE OF REPRESENTATIVES {  _‘Reporr 
2d Session No. 2680 





QUIETING TITLE AND POSSESSION WITH RESPECT TO 
CERTAIN REAL PROPERTY IN THE STATE OF ALABAMA 





Jury 11, 1956.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enctz, from the Committee on Interior and Insular Affairs. 
submitted the following 


REPORT 


[To accompany H. R. 8474] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 8474) to quiet title and possession with respect 
to certain real property in the State of Alabama, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 11, add a new sentence as follows: 


The restrictions on the alienation of such land that are con- 
tained in the Act of May 29, 1830, are repealed, and the 
validity of all transfers of title to such land that were made 
after May 29, 1830, shall be determined according to the laws 
of Alabama. 

EXPLANATION OF THE BILL 


If enacted, H. R.°8474, as amended, would quiet title and possession 
with respect to certain lands in the State of Alabama, as described in 
the bill, by conveying all right, title, and interest in such lands to the 
persons who would be the lawful owners thereof except for any claim 
the United States may have in the land. . 

The land slaseribed in H. R. 8474, introduced by Representative 
Jones of Alabama, comprises parts of the Thomas Wilson and Giles 
MeNulty (McAnulty) Cherokee Indian Reserves which appear to 
have been conveyed by the United States over 137 years ago. 

Giles McNulty (McAnulty) received a reserve of 640 acres of land 
in Alabama under the eighth article of the treaty of July 8, 1817 (7 


Stat. 156), subject to a reversionary clause. The act of May 29, 1830 
(6 Stat. 441), relinquished the reversionarv interest of the United 
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States in this and other Indian reserves in the State of Alabama. 
According to the favorable report of the Department of the Interior, 


* * * it * * * appears that the United States has already 
divested itself of all right, title, and interest in the land 
embraced in the Giles McNulty (McAnulty) reserve. 


The third article of the treaty of February 27, 1819 (7 Stat. 195), 
provided that a fee simple reservation of 640 acres “shall be made” for 
certain named persons, one of whom was Thomas Wilson. These 
reservations were made on the condition that the reservees notify, in 
writing, the agent for the Cherokee Nation within 6 months after the 
ratification of the treaty that it was their intention to continue to 
reside permanently on the land reserved. The records of the Depart- 
ment of the Interior do not show whether or not this condition was 
complied with. The 13th article of the treaty of December 29, 1835 
(7 Stat. 484), confirmed all such reservations that had not theretofore 
been sold by the United States, where, in the opinion of the commis- 
sioners, the terms on which the reservations were made had been com- 
plied with as far as practicable. The records of the Department of 
the Interior do not show the “opinion of the commissioners.” 

No appropriation of Federal funds is authorized by this legislation. 


COMMITTEE AMENDMENT 


The Committee amendment was suggested by the Department of 
the Interior. The Department believed that— 


* * * The bill would * * * be more effective if it were 
revised to repeal the restriction on conveyance that is 
contained in the 1830 act and to make all transfers of title 
after that date subject to the laws of Alabama. 


DEPARTMENTAL REPORT 


The favorable report of the Department of the Interior, wherein it 
is reported that the Bureau of the Budget has no objection, is set 
forth following: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., July 2, 1956. 
Hon. Cram ENGte, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enotes: Your committee has requested a report 
on H. R. 8474, a bill to quiet title and possession with respect to certain 
real property in the State of Alabama. 

We have no objection to the enactment of the bill. 

The bill conveys all the right, title, and interest of the United States 
in certain land in Alabama to the persons who would be the lawful 
owners of the land except for the claim of the United States. The 
land described in the bil cre ties parts of the Thomas Wilson and 
Giles McNulty (McAnulty) Cherokee Indian Reserves. 

Giles McNulty (McAnulty) received a reserve of 640 acres of land 
in Alabama under the eighth article of the treaty of July 8, 1817 
(7 Stat. 156). He had a life estate in the reserve, with a fee simple 
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reversion in his children, subject to dower for the widow, all subject 
to a right of reversion in the United States if the head of the family 
moved ower from the land. The act of May 29, 1830 (6 Stat. 441), 
relinquished the reversionary interest of the United States in certain 
Indian reserves in the State of Alabama, one of which was the reserve 
of Giles McNulty, and vested the reversionary interest of the United 
States in the reservee and his heirs, provided he and his family re- 
moved to their tribe west of the Mississippi River, and provided no 
conveyance of the land shall be valid unless approved by one of the 
district attorneys for the district of Alabama. The two provisos are 
not in the form of conditions subsequent, and it therefore appears that 
the United States has already divested itself of all right, title, and 
interest in the land embraced in the Giles McNulty (McAnulty) 
Reserve. The bill would therefore be more effective if it were revised 
to repeal the restriction on conveyances that is contained in the 1830 
act and to make all transfers of title after that date subject to the 
laws of Alabama. 

With regard to the reserve of Thomas Wilson, the third article 
of the treaty of February 27, 1819 (7 Stat. 195), provided that a fee 
simple reservation of 640 acres “shall be made” for certain named 
persons, one of whom was Thomas Wilson. The reservations were 
made on condition that the reservees notify, in writing, the agent for 
the Cherokee Nation within 6 months after the ratification of the 
treaty that it was their intention to continue to reside permanently 
on the land reserved. It is not known whether or not this condition 
was ever complied with. However, the 13th article of the treaty of 
December 29, 1835 (7 Stat. 484), confirmed all such reservations that 
had not theretofore been sold by the United States, “where the terms 
on which the reservations were made in the opinion of the commis- 
sioners have been complied with as far as practicable.’’ Our files do 
not show the ‘opinion of the commissioners.” 

We have no information regarding the facts that prompted the 
introduction of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Westry A. D’Ewart, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 8474, as amended. 

CommitTEE Note.—Clause 3 of rule XIII of the Rules of the House 
of Representatives provides only for showing changes in existing law 
made by a bill as introduced. i. R. 8474 as amended by the com- 
mittee would repeal certain restrictions on the alienation of certain 
land contained in the act of May 29, 1830. The committee, there- 
eo sets forth as a matter of information the act of May 29, 1830, as 
ollows: 


Act or May 29, 1830 (6 Star. 441) 


That all the right, title, and interest, which might accrue or revert to 
the United States, to the reservations of land now claimed and pos- 
sessed by Conaleskee, commonly called Challenge, James Ore, and 
Giles McAnulty and his wife Alice, and William Wilson and his wife 
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Peggy Wilson, under a treaty made and concluded between the United 
States and the Cherokee tribe of Indians, on the eighth day of July, 
one thousand eight hundred and seventeen; and all the right, title, 
and interest, which might accrue or revert to the United States, to 
reservations of land, now claimed and possessed by George Stiggins 
and Arthur Sizemore, under a treaty made and concluded between 
the United States and the Creek Indians, at Fort Jackson, on the 
ninth day of August, one thousand eight hundred and fourteen, all 
lying in the State of Alabama, be, and the same are hereby, relin- 

uished, and vested in the said reservees, and their heirs, respectively: 
Provided, That the said Conaleskee, commonly called Challenge, 
James Ore, Giles MecAnulty, and William Wilson, George Stiggins, 
and Arthur Sizemore, with their respective families, shall remove 
to their respective tribes west of the ississippi river, not included 
within any State or Territory; and that the government of the United 
States shall not be chargeable with the expense of their removal or 
transportation, or with any allowance of land to, or on account of 
either of them, or their respective families; And provided, also, That 
no conveyance or deed of the said lands, or any part of them, shall be 
valid or effectual, until every such conveyance or deed shall be sub- 
mitted to one of the District Attorneys for the District of Alabama, 
for his approbation; and if, after inquiry into the facts and circum- 
stances attending the contracts for the sale of any of the said lands, 
he shall be satisfied that such contracts are fair, and that the con- 
sideration paid, or agreed to be paid therefor, is adequate, he shall 
indorse his approbation on each conveyance and deed so approved; 
and, thereafter, the same [shall] be deemed valid and effectual. 
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§41H CONGRESS } HOUSE OF REPRESENTATIVES { }#Reporr 
2d Session ase. No. 2681 





TRANSFER OF GUAR SEED TO FREE LIST 





Jury 11, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Foranp, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H. R. 9396} 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 9396) to amend the Tariff Act of 1930 to place guar seed 
on the freé Jist, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, strike out line 5 and insert the following: 

Par. 1820. Guar seed (Cyamopsis tetragonoloba). 


PURPOSE 


The purpose of H. R. 9396 is to transfer guar seed (cyamopsis 
tetragonoloba) from the dutiable list to the free list under the Tariff 
Act of 1930, as amended. 


GENERAL STATEMENT 


Guar seed is a product of the guar plant, and is used to produce a 
gum which is utilized by the paper industry, certain food and pharma- 
ceutical industries, and other industries, including uranium mining. 
The guar plant has been experimentally grown in the United States 
with little success in very limited quantities. Commercial imports of 
guar seed come principally from India and Pakistan. 

Guar seed, while not mentioned by name in the Tariff Act of 1930, 
is classified for duty purposes under the provision of paragraph 763 
of that act relating to “all grass and forage crop seeds not specifically 
provided for.” Provision was made in that act for an original rate of 
2 cents per pound for such seeds. Pursuant to a concession granted by 
the United States in the General Agreement on Tariffs and Trade, 
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2 TRANSFER OF GUAR SEED TO FREE LIST 


the rate of duty on seeds was reduced to 1 cent per pound (effective 
January 1, 1948). : 

The Tariff Commission has informed your committee that guar 
seed is not reported separately in the statistics of imports into the 
United States but it is estimated that current imports amount to 
approximately 1,000 tons per year. While there are no figures avail- 
able for domestic production both the Tariff Commission and the 
Department of Agriculture report that attempts = ee produc- 
tion in the United States have been l, that production 
in this country has remained very limited and primarily for use as a 
soil conditioning —_~ Attempts have been made to utilize guar as a 
forage crop, but such use has not proved practicable. 

Your committee has received favorable reports on H. R. 9396 from 
the Departments of my ¢ pten Commerce, State and Treasury. 
The amendment to the bill approved by your committee is technical 
in nature and embodies a suggestion made by the Tariff Commission. 

Your committee is unanimous in recommending enactment of 
H. R. 9396, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 201 OF THE TARIFF ACT OF 1930 
TITLE II—FREE LIST 


Section 201. That on and after the day following the passage of 
this Act, except as otherwise specially provided for in this Act, the 
articles mentioned in the following paragraphs, when imported into 
the United States or into any of its possessions’ (except the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman 
ao Johnston Island, and the island of Guam), shall be exempt from 
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IMPORTATION OF LATHES USED FOR SHOE LAST 
ROUGHING AND SHOE LAST FINISHING 





Jory 11, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Resp of New York, from the Committee on Ways and Means, 
submitted the following 


REPORT 


[To accompany H. R. 10177] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 10177) to amend the Tariff Act of 1930 to provide that certain 
lathes used for shoe last roughing or for shoe last finishing may be 
imported into the United States free of duty, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of H. R. 10177 is to amend paragraphs 1643 of the 
Free List of the Tariff Act of 1930, as amended, by including therein 
copying lathes used for making rough or finished shoe lasts from 
models of shoe lasts and, in addition, capable of producing more than 
one size shoe last from a single size model of a shoe last. 


GENERAL STATEMENT 


Copying lathes for making shoe lasts of the type described in the 
bill are specialized and expensive types of machinery. Shoe lasts 
constitute highly necessary and important equipment in the manu- 
facture of shoes. The shoe last itself is a reproduction, generally of 
maple wood, of the approximate sbape of the human foot over which 
leather or other material is placed in the process of production of 
shoes. Approximately 2,246,000 pairs of shoe lasts were produced in 
the United States in 1955, by some 15 companies. The lathes used 
for making these shoe lasts are built for turning irregular shapes, and 
are so constructed that not only can exact duplicates (and reverse 
duplicates) of a model last be turned but also enlarged or reduced 
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2 IMPORTATION OF CERTAIN LATHES 


a from master models can be produced. Information 
received by your committee indicates that presently shoe last manu- 
facturers are using about 400 turning lathes, many ob which were made 
20 or 30 years ago. 

Lathes for making shoe lasts of the type specified in the bill are 
dutiable at 13% percent ad valorem, either under paragraph 372 of 
the Tariff Act of 1930, as amended, as machines not specially provided 
for, or, if containing an electrical element as an essential feature, under 
paragraph 353 of the act, as amended, As a result of a concession 
granted in the recently completed Geneva trade agreement negotia- 
tions, the rate of duty on such lathes under paragraph 372 will be 
reduced to 13 percent ad valorem from June 30, 1956, to June 29, 
1957, inclusive; 12 percent ad valorem from June 30, 1957, to June 29, 
1958, inclusive; and 11% percent ad valorem on and after June 30, 
1958. 

Your committee has received information that copying lathes used 
for making shoe lasts from models are not now being made for sale in 
the United States because there is no demand for domestically pro- 
duced lathes, despite the fact that the imported lathes are valued 
higher than domestically produced lathes. In this connection, the 
— of Commerce in urging enactment of the bill, reported 
that: 


This equipment is available to the domestic using industry 
only from foreign sources. * * * It appears to us that remov- 
ing this duty on these lathes would benefit the domestic shoe 
last manufacturing industry and the consumer, with no over- 
riding detriment to domestic equipment producers, and at a 
minor loss of revenue (estimated at $15,000 per year) to the 
Federal Government. 


Lathes of the type specified in your committee’s bill have been im- 
poee in 1955 and 1956 from Italy, Germany, Switzerland, and 
weden, and generally valued at least 50 percent more than the last 
lathes produced in this country. These imported lathes are of good 
workmanship and of more advanced design than copying lathes gen- 
erally used in this country. The Department of Commerce further 
stated in its report: 


The shoe last manufacturing industry in the United 
States is understood to be very much interested in these 
lathes, for the reason that productivity of shoe lasts from 
their use is much greater per unit of investment and produc- 
tion cost than is that from equipment now in common use. 


Copying lathes for making shoe lasts such as described in the bill 
are so specialized and so expensive that they are not likely to be used 
for purposes other than the manufacture of shoe lasts, and the Treas- 
ury Department stated in its report that no administrative difficulty 
would bs encountered should the bill be enacted. While estimates 
vary, it appears that only a comparatively small number of such 
lathes, possibly 12 to 14 a year, would be imported for the next several 

ears. 
: Favorable reports were received by your committee on the bill 
from the Department of the Treasury and the Department of Com- 
merce. 
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Your committee is unanimous in recommending enactment of 
H. R. 10177. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PARAGRAPH 1643 or THE TarRirF Act or 1930 


Par. 1643. Linotype and all typesetting machines, shoe machinery, 
copying lathes used for making rough or finished shoe lasts from models 
of shoe lasts and, in addition, or of producing more than one size 
shoe last from a single size model of a shoe last, sand-blast machines, 
sludge machines, and tar and oil spreading machines used in the con- 
struction and maintenance of roads and in improving them by the use 
of road preservatives; all the foregoing water in whole or in part, 
including repair parts. 
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AUTHORIZING THE SECRETARY OF THE ARMY TO ENTER INTO 
CONTRACTS TO FURNISH WATER FOR MUNICIPAL WATER 
SUPPLIES FROM FLOOD CONTROL AND RIVER AND HARBOR 
PROJECTS 





Juxy 11, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany 8. 2374] 


The Committee on Public Works, to whom was referred the bill 
(S. 2374) to authorize the Secretary of the Army to enter into contracts 
to furnish water for municipal water supplies from flood control and 
river and harbor projects, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 2374 is to authorize the Secretary of the Army to 
enter into contracts to furnish water for municipal water supplies, 
including water for domestic and industrial uses, in the operation of 
any -control or river and harbor project theretofore or hereafter 
constructed, with repayment of allocated construction costs to the 
United States over a period of not to exceed 40 years from the year 
water is first delivered, with interest at current average rates on long- 
term marketable loans of the United States. 


GENERAL STATEMENT 


Water supply is of vital importance to the maintenance of our 
economy and to the development of our country. Drought periods 
in various sections of the country have made it apparent that the 
water supplies of the Nation for domestic, industrial, and agricultural 
use are limited. A careful look to the future reveals the fact that 
water must be conserved on a major scale and managed wisely to 
meet needs of future ations. In past years, shortage of water 
supply was generally thought to be limited to the arid West, but the 
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water situation is now very acute in the Southwest, and is becoming 
critical in the normally humid East. 

In the next 25 years the situation is certain to become much more 
serious as our population increases; as agricultural uses for water 
create a greater demand; and as the requirements of an expanding 
industry continue to skyrocket. New Sechonclonionl demands, such as 
vast quantities of water required for atomic-energy plants as atomic 

ower expands, as air conditioning installations multiply, indicate a 
1eavy increase in water demands. These problems far exceed those 
of providing relatively small resources for municipal water supply. 


SIMILAR EXISTING LAWS 


Provision of water supplies for domestic and industrial purposes 
remains essentially the responsibility of local and State governments 
and of private industry. The Corps of Engineers has authority under 
existing legislation to provide additional storage capacity in Federal 
reservoirs built for flood control or to dispose of water provided by 
such projects which is surplus to the authorized functions. 

The Flood Control Act of 1936, as amended by Public Law 208, 
75th Congress, provides— 


* * * That the Secretary of War is authorized to receive 
from States and political subdivisions thereof, such funds 
as may be contributed by them to be expended in connec- 
tion with funds appropriated by the United States for any 
authorized flood-control work whenever such work and ex- 
penditure may be considered by the Secretary of War, on 
recommendation of the Chief of Engineers, as advantagoous 
in the public interest, and the plans for any reservoir project 
may, in the discretion of the Secretary of War, on recom- 
mendation of the Chief of Engineers be modified to provide 
additional storage capacity for domestic water supply or 
other conservation storage, on condition that the cost of 
such increased storage capacity is contributed by local 
agencies and that the heaal agencies agree to utilize such 
additional storage capacity in a manner consistent with 
Federal uses and purposes. * * * 


Section 6 of the Flood Control Act of 1944, Public Law 534, 78th 
Congress, provides— 


That the Secretary of War is authorized to make contracts 
with States, municipalities, private concerns, or individuals, 
at such prices and on such terms as he may deem reasonable, 
for domestic and industrial uses for surplus water that may 
be available at any reservoir under the control of the War 
Department: Provided, That no contracts for such water shall 
adversely affect then existing lawful uses of such water. All 
moneys received from such contracts shall be deposited in the 
Treasury of the United States as miscellaneous receipts. 


Section 9 (c) of the Reclamation Project Act of 1939, provides as 
follows: 


The Secretary is authorized to enter into contracts to 
furnish water for municipal water supply or miscellaneous 
purposes: Provided, That any such contract either (1),,shall 
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require repayment to the United States, over a period of not 
to exceed forty years from the year in which water is first 
delivered for the use of the contracting party, with interest 
not exceeding the rate of 3% per centum per annum if the 
Secretary determines an interest charge to be proper, or an 
appropriate share as determined by the Secretary of that 
part of the construction costs allocated by him to municipal 
water supply or other miscellaneous purposes; or (2) shall be 
for such periods, not to exceed forty vears, and at such rates 
as in the Secretary’s judgment will produce revenues at 
least sufficient to cover an appropriate share of the annual 
operation and maintenance cost and an appropriate share of 
such fixed charges as the Secretary deems proper, and shall 
require the payment of said rates each year in advance of de- 
livery of water for said year. 

Under these authorities, water-supply storage is being provided by 
the Corps of Engineers from 11 reservoirs, and negotiations are being 
carried forward for provision of water-supply storage in additional 
projects. Approximately 1,300,000 acre-feet of storage space will be 
made available for water supply to about 30 municipalities. In addi- 
tion, many other communities on streams all over the country are 
enjoying improved water-supply conditions by improvement in low 
flows, resulting in reduced hardness, reduced pumping lifts, and gen- 
eral improvement of the quality of raw water. It is estimated that 
about 1,400,000 acre-feet of storage in the Ohio River Basin provide 
low-flow-regulation benefits to over 2,000 miles of streams. 

Under the terms of the Reclamation Act, the Bureau of Reclama- 
tion has contracted with numerous municipalities and other agencies 
in the 17 Western States for furnishing water supplies for domestic, 
industrial, and agricultural uses. 

In other arid sections of the country, reservoirs have been operated 
by the Corps of Engineers and the Bureau of Reclamation in such 
manner as to prevent complete drying up of the riverbeds down- 
stream which has enabled industries and municipalities to continue 
operation under extreme drought conditions. 


DISCUSSION 


The committee believes that legislation similar to that contained 
in the Reclamation Project Act of 1939 should be applicable to the 
entire Nation, to assure inclusion of water-supply storage in reservoirs, 
where desired, and where local entities are willing to repay the United 
States for that part of the construction costs allocated to municipal 
water supply, with fair interest rates, and an appropriate share of 
annual operation and maintenance cost. Also, that similar provisions 
should apply to river and harbor projects as to flood-control projects. 

It is understood that contracts entered into under the provisions 
of S. 2374 will be operated in a manner consistent with Federal uses 
and purposes of flood-control and navigation projects. 

Information was received from the Department of the Army that 
it is in complete accord with the objectives of this legislation, and the 
committee recommends enactment. 
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CONSIDERATION OF H. R. 3 





Juty 11, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 587] 


The Committee on Rules, having had under consideration House 
Resolution 587, report the same to the House with the recommendation 
that the resolution do pass. 
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PROVIDING FUNDS FOR THE INVESTIGATIONS AND STUDIES 
MADE BY THE COMMITTEE ON VETERANS’ AFFAIRS PURSUANT 
TO HOUSE RESOLUTION 63 AND HOUSE RESOLUTION 376 





Jury 11, 1956.—Ordered to be printed 





Mr. Frrepet, from the Committee on House Administration, 
submitted the following 


REPORT 
{To accompany H. Res. 487] 


The Committee on House Administration, to whom was referred 
House Resolution 487, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 
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WORLD HEALTH ASSEMBLY 





Juty 11, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Morean, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. J. Res. 659] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 659) authorizing an appropriation to enable the 
United States to extend an invitation to the World Health Organiza- 
tion to hold the 11th World Health Assembly in the United States in 
1958, having considered the same, report favorably thereon without 
amendment and unanimously recommend that the joint resolution do 
pass. 


PURPOSE 


The — of the joint resolution is to authorize an appropriation 
to the Department of State of not to exceed $400,000 in order to sw A 
the expenses incident to organizing and holding the 11th World Healt 
Assembly in the United States. 


COMMITTEE ACTION 


House Joint Resolution 659 was introduced by Hon. Walter H. Judd 
and referred to the Committee on Foreign Affairs on June 26, 1956. 
The committee considered the measure in executive session on July 3 
and unanimously ordered it reported. 


HISTORICAL BACKGROUND OF WORLD HEALTH ORGANIZATION 


The World Health Organization came into being in 1948 through 
ratifications of its constitution, which was drawn up by the Interna- 
tional Health Conference held in New York City in 1946 and signed 
at that time by representatives of 63 nations. The Organization bas 
grown to a membership of 84 nations (of which the 9 Soviet-dominated 
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States have been inactive since 1949-50) and 4 dependent territories, 
the latter being associate members. Thus, the WHO is almost 
universal in membership. 

The United States took a leading role in creating the World Health 
Organization. Discussions and conferences involving the Depart- 
ment of State, the United States Public Health Service, and national 
health leaders were held during and immediately after World War II 
to develop proposals that became the basis of the World Health 
Organization’s constitution. 

During the 8 years of existence of the Organization, our Nation 
has continued to provide much of the leadership in WHO through its 
delegations to the World Health Assemblies, its appointees on the 
Executive Board, participation of tts medical leaders in committees 
of experts, employment of United States nationals by WHO, and 
lastly through the granting of fellowships by WHO for training of 
selected individuals in American schools and medical institutions. 


ACCOMPLISHMENTS OF WHO 


The programs of the World Health Organization are of two general 
types, those that provide central technical services and those that 
provide assistance to national governments in the building of their 
own health services. In both types of activity the principle is 
followed that the World Health Organization is a servant of its mem- 
ber governments. 

The central technical services which include control of epidemics 
and the development of international standards and practices are 
carried on in behalf of all countries upon request, and by their very 
nature must be carried on by an international organization. These 
services are becoming more important daily as the speed and amount 
of international travel increases, as international commerce becomes 
more important to man’s welfare, as new and revolutionary medical 
discoveries change medical practice, and as more and more countries 
strive to eradicate ancient disease scourges. 

WHO through its central technical services has, for example, been 
instrumental in simplifving and standardizing quarantine procedures 
so that, even in view of the increased speeds which involve increased 
risk of international transmission of disease, during incubation periods, 
nations are provided with maximum health security with minimum 
interference with travel and trade. It has established reference 
standards for biological preparations (which include vaccines, antisera, 
antitoxins, vitamins, ete.) so that all nations can now prepare or pur- 
chase such pharmaceuticals at a standard level of potency and purity 
understood by all concerned. 

It maintains a system for collecting m four centers and reporting to 
the world information on epidemies and outbreaks of disease. It 
alerts authorities the world over, when any new outbreak occurs. 
Radio reports are given daily from Geneva, and relayed by Washing- 
ton, Singapore, and Alexandria. It has arranged for cooperative 
reporting among the world’s leading virus laboratories so that the 
early recognition of unusual prevalence or virulence of an organism 
anywhere will permit the prompt development of appropriate control 
measures. At present, a network of laboratories is being organized 
to search for types of poliomyelitis virus not yet identified and of 
potential importance in the preparation of poliomyelitis vaccine. 
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The Organization is presently studying a means to permit the inter- 
change of cancerous tissues between laboratories in various parts of 
the world in the hope that bizarre distribution patterns of various 
types of cancer will yield information relating to the cause of this 
disease. 

The more direct services to governments in 1955 included over 600 
health projects carried on in cooperation with the health authorities 
of 108 nations and dependencies. Such projects include the provision 
of advisers in various areas of public health, demonstrations of public 
health practice, support to teaching institutions, and fellowships for 
foreign study. 

A major share of the assistance provided to national governments 
has been in connection with the control of communicable diseases. 
Chief among these diseases is malaria which each year takes a huge 
toll, both human and economic, although it can, in most places, be 
eradicated in a 3- to 4-year period with well-planned programs cost- 
ing only 25 cents per capita annually. Under the international 
leadership of WHO protection against this disease will be extended to 
327 million persons in 1956, an increase of 98 million from the previ- 
ous year. 

Yaws, a chronic disabling disease common in many tropical areas, 
can be cured by a single injection of penicillin. WHO and UNICEF 
(United Nations Children’s Fund) have assisted governments in cur- 
ing 3% million persons of yaws. 

Many of the activities of WHO have immediate and direct im- 
portance to our health in the United States. For example, an Ameri- 
can firm developed a new antiserum against rabies which according to 
laboratory tests in animals should prevent many deaths from this 
disease, but which could not be tested within the United States be- 
cause of the scarcity and isolation of cases occurring in this country. 
Field trials were sponsored by WHO in Iran and the safety and efficacy 
of this antiserum in the human disease were demonstrated. Similarly, 
WHO directed, in countries in which typhoid is still prevalent, the 
human trials required to evaluate typhoid vaccines showing promise 
in laboratory animals, 


THE WORLD HEALTH ASSEMBLY 


The World Health Assembly at which all members and associate 
members of WHO are represented meets each spring for a period of 
about 3 weeks to review the programs and policies of the Organization 
and to approve the proposed program and budget for the coming year. 
The Assembly brings together the health leaders of the world, In 
general, national delegations are headed by the Director General of 
Health (Surgeon General) of each country and include appropriate 
technicians. Frequently Ministers of Health and Parliamentary 
leaders are included in national delegations. The Ninth World 
Health Assembly which met in Geneva in May 1956 included delega- 
tions from 76 countries and representatives of nongovernmental 
organizations. 

The United States delegation is customarily ,headed by the Surgeon 
General of the Public Health Service and includes nationally known 
medical figures representing the American Medical Association, the 
Association of State and Territorial Health Officers, and other agen- 
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cies. It also includes technical officers of the Public Health Service, 
Department of State, Department of Defense, International Coopera- 
tion Administration, and other Government agencies. The Congress 
is always invited to send congressional advisers. 

Of the 9 World Health Assemblies held thus far, 2 have been held 
outside the Geneva headquarters, in Rome in 1949 and in Mexico 
City in 1955, the additional costs being paid by the Governments of 
Italy and Mexico, respectively. 


INVITATION TO HOLD THE 11TH ASSEMBLY IN THE UNITED STATES 


The World Health Organization, whose constitution was drafted 
and signed in New York, will celebrate its 10th anniversary in 1958. 
The authorization requested in House Joint Resolution 659, to invite 
WHO to hold the 1958 Assembly in the United States, is required under 
the World Health Organization’s policy, which has been supported 
by the United States, that provides that all Assemblies saat held 
at headquarters in Geneva except when an inviting government offers 
to defray the additional costs involved in meeting elsewhere. It is 
estimated that to hold the 11th Assembly in the United States will 
involve additional costs in the amount of approximately $400,000. 
This is made up of the cost of transportation of members of the Geneva 
headquarters staff to the place of meeting, employment of local help 
and rental of space, interpreting equipment, furniture and office 
equipment, as well as the increased cost of travel of delegates. The 
latter cost arises from the WHO policy of paying the travel (but not 
per diem) of one delegate from each country in order to give all 
countries an equal opportunity to be represented by a technically 
competent delegate. 

ost of the delegates to the World Health Assembly have ties to 
the United States because of their formal educational background or 
because of their professional associations in this country. Many of 
the delegates will spend considerable time in the United States after 
the Assembly to confer with their scientific colleagues. 

A meeting in the United States would have far-reaching effects in 
affording opportunities for American physicians to meet with their 
counterparts from abroad, and for these important visitors to observe 
our own health services at municipal, State, and national levels; to 
visit our fine teaching and research institutions; and to see United 
States democratic processes at work. 

This measure should be passed at this session of the Congress, so 
that the invitation can be extended this year, allowing the responsible 
officials of WHO to prepare their plans for 1958 for submission to the 
next Assembly. 


O 
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AMENDING THE ATOMIC ENERGY COMMUNITY ACT 
OF 1955 





Juty 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dempsey, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany H, R. 11077] 


The Joint Committee on Atomic Energy, having considered H. R. 
11077 to amend the Atomic Energy Community Act of 1955, do 
unanimously report favorably thereon with an amendment and 
recommend the bill do pass. The amendment is to strike from the 
word “‘property;’’ on page 3, line 10, to the end of the paragraph on 
line 19, and insert in lieu thereof the word “property.” 

In the Atomic Energy Community Act of 1955, the —— 
opened the way for the communities of Oak Ridge, Tenn., and Rich- 
land, Wash., to develop normal self-government and to sell the prop- 
erty in the towns to the residents. At this time, the appraisals of the 
properties to be sold have been completed and the towns are at the 
point where the sales programs are about ready to begin. 

The intervening year has shown the need for some minor amend- 
ments to be made to the act in order to smooth the way for the sales 
program and to provide technical amendments to ease the work of 
the agencies involved in the sales. On February 14, 1956, by Execu- 
tive er 10657, in accordance with the provisions of section 101 
of the act, President Eisenhower transferred to the Housing and 
Home Finance Administrator most of the sales and financing duties 
im on the Atomic Energy Commission under the act. 

tion 1 of the bill provides for equitable treatment, in the 
establishment of sales prices, of improvements made by lessees of 
commercial property. Tn the act, tenants who had made certain 
improvement to residential property were given credit against the 
sales price for the value of these improvements; however, the treatment 
to be accorded improvements to commercial om erty was inten- 
tionally put over for further consideration. The difficulties, which 
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section 1 is intended to resolve, arise from the wide variations in 
the terms of commercial property leases; some of the leases have 
reflected lessees’ improvements to the property in the rental payment, 
while some have not. Some of the commercial structures are Sevan. 
ment owned (in many cases, former Army structures converted into 
stores); some have been built by the lessees on land leased from the 
Government for that purpose. 

Several alternative approaches were suggested. One was to deduct 
the value of improvements made by lessees to Government-owned 
structures from the selling price. Another was to permit the appraisers 
to determine the amount by which the current fair market value of 
the Government’s interest in the property is enhanced by the im- 
provements, excluding that portion of the improvement for which 
the lessee has already received credit in the granting of the lease or 
in changes made in lease terms. This second alternative was sug- 
gested by the commercial lessees at Oak Ridge, and was selected by 
the Joint Committee as being fairer, although perhaps more difficult 
to administer. The commercial lessees at Richland suggested a 
third alternative which would have disregarded the Government’s 
interest in any commercial building erected by a tenant (arising from 
the reversionary rights), In view of the fact that this reversionary 
right was one of the important terms of the lease, the Joint Committee 
did not accept this suggestion, 

Section 2 of the bill amends the act by adding two new subsections 
b and c to section 62. The first of these would permit the Housing 
and Home Finance Administrator to make advances, as part of the 
initial financing arrangement, for necessary repairs, or for rehabilita- 
tion, modernization, rebuilding, or enlargement of houses bought by 
priority purchasers. Many of the citizens of both towns are anxious 
to make extensive repairs and improvements to the houses they buy; 
this amendment would permit the Government financing to include 
advances for these purposes in the same manner as private loans in- 
sured by the Federal Housing Administration. The committee 
amendment to subsection b would strike that portion of the repair 
loan authorization which would have extended the authority to make 
advances even after the original financing arrangement had been exe- 
cuted. Since the act contemplates sale of the Government-held 
mortgages to private investors, it was thought that authority for future 
advances would make the mortgages unattractive—the commercial 
investors would not know what they were purchasing. At the sug- 
gestion of HHFA this authority is being removed from the bill. 

The second new part of section 62 is subsection ¢ which would 
authorize the HHFA to finance the purchase of commercial property 
by the lessees if private financing is not available on reasonable terms. 
Testimony taken at Richland indicates that this private financing will 
probably not be available, in view not only of the general tightening of 
credit lines, but also because the commercial people in the communities 
have not been established in business long enough or fail in other ways 
to meet the usual requirements of cenigumtial: banking interests for 
credit to purchase the property. 

Section 3 clarifies the authority to manage and again dispose of any 
property which may be acquired through foreclosure of a mortgage or 
contract to purchase. 

Section 4 would replace the former section 117 with a new section 
establishing a community disposal operations fund. Receipts from 
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disposition of property at the communities would be paid into this 
fund, which would be available to pay administrative expenses and 
other costs of disposition and related operations, such as the manage- 
ment of any properties that may be acquired because of default and 
foreclosure. Under the new section 117, businesslike accounting and 
budget procedures would be followed and appropriate reserves for 
future expenses would be established. Amounts in excess of the 
requirements of the fund would be paid into the Treasury as liquidat- 
ing dividends, not less often than annually. To provide a source of 
funds until such time as receipts from disposition are adequate to 
cover expenses, the sales agency is authorized to make temporary 
advances from other available operating funds; however, in order to 
assure that all such funds are restored to their sources as promptly 
as possible, these temporary advances are required to be retired at or 
before the end of each fiscal year to the extent of any unobligated 
balances which remain in the fund prior to the establishment of 
reserves for future operations or the payment of liquidating dividends 
to the Treasury. 

Section 5 repeals section 118c of the act, in view of the fact that most 
of its provisions are now incorporated in section 117. 

Section 6 increases the funds authorized for expenditure in Richland 
to prepare the municipal installations for the transfer to the new city 
by $50,000. This sum is to be spent on badly needed repairs and 
additions to the Richland City Library. With this increase, the AEC 
is authorized to spend $2,215,000 in modernization of the municipal 
installations at Richland prior to their transfer. 

The comments of the Housing and Home Finance Administrator, 
the Comptroller General, and the Atomic Energy Commission on the 
bill are as follows: 


Hovusine aND Home Finance AGENcy, 
Orrice OF THE ADMINISTRATOR, 
Washington, D. C., April 24, 1956. 
Hon. Joun J. Dempsey, 
Chairman, Subcommittee on Communities, 
Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D. C. 

Dear Mr. Cuatrman: This is in reply to your request for views 
of this Agency with respect to a draft bill containing proposed amend- 
ments to the Atomic Energy Community Act of 1955, a copy of which 
draft is attached. As your committee knows, the President has 
assigned to the Housing and Home Finance Administrator respon- 
sibility for the property sales and financing at the communities 
of Oak Ridge and Richland, as authorized by the Atomic Energy 
Community Act of 1955. For ease of reference we shall comment 
upon each of the proposed amendments in the order in which they 
appear in the draft bill. 

Section 1: This amendment would provide for allowing betterment 
credits for commercial and other nonresidential property similar to 
the credits allowed in the case of the purchase of singie-family and 
duplex houses. Whether or not credit should be given for such 
improvements, the extent of such credit, and the types of cases in 
which it should be given are all matters of basic policy which are 
peculiar to the two Atomic Energy communities. Therefore, the 
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Housing Agency is not in as good a peaninn to advise the Congress 
on these matters as is the Atomic Energy Commission. However, 
Federal Housing Administration appraisers are now engaged in 
making appraisals of these properties and of the improvements. 
When these appraisals are completed and evaluated, we shall, of course, 
be pleased to make them available to your committee. Also, after 
your committee has reached a policy decision, we would very much 
appreciate an opportunity to review any amendment on this matter 
which your committee may wish to adopt for the purpose of evaluati 
its effect on the efficiency and practicality of our technical sales an 
financing operations. 

Section 2: Subsections a and b would amend section 62 of the act 
(the section authorizing Government financing) by (1) providing addi- 
tional authority to the Commission to assume discount charges made 
by private lending institutions in order to encourage the use of 
private mortgage funds, and (2) authorizing the Commission to make 
advances for necessary repairs, modernization, and alterations at the 
time of the initial closing transaction, or at a subsequent period. As 
you will recall, this agency had expressed some concern that discounts 
might be required in order to attract private financing for the sales 

rogram. If such a situation arose, it was suggested that it could 
e handled either by paying for such discounts out of the sales pro- 
ceeds, or, alternatively, that the Government take over the purchase 
money mortgages when private financing at par was unavailable and 
later resell such mortgages at whatever discounts the market required. 
Since first expressing these views we have had an opportunity to 
consult with the Bureau of the Budget and we are of the opinion 
that the best interests of the Government would be served by having 
the Government take over the purchase money mo es when 
private mortgage funds at par are unavailable and later reselling such 
mortgages at whatever discounts are required. A copy of a letter 
from the Assistant Director of the Bureau of the Budget, dated 
February 6, to this Agency, containing the views of the Bureau, is 
herewith attached. Accordingly, we recommend that the first sen- 
tence in subsection a of section 2 of the draft bill be stricken. The 
remaining provisions in proposed section 62a would, accordingly, be 
the same as in the present subsection. The present provisions of the 
act authorizes the sale of Government-owned purchase money mort- 
gages on terms set by the Commission. 
ubsection b of section 2 of the draft bill authorizes advances by 
the Government for necessary repairs, modernization, and alterations 
where the Government is taking back a purchase money maagh 
In this regard the draft bill would authorize such advances at the 
time of the initial closing transaction and also at a later date by 
taking an additional mortgage on the property. 

Upon the basis of information received by this Agency from the 
Federal Housing Administration, which made the appraisals of the 
residential dwellings, a great number of tenants in Oak Ridge expect, 
as an incident to their purchase, to make major improvements to the 
houses in which they are now living. Such contemplated improve- 
ments include the addition of rooms, patios, garages, general interior 
rehabilitation, and the covering of exterior walls. In Richland, the 
number of prospective purchasers who have expressed an intention to 
make major improvements is not as great as at Oak Ridge but this 
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number may increase substantially once the sales program is under- 
way. There is good reason to believe, too, that many tenants will 
not purchase the houses in which they live unless they can be assured 
of financing to cover the cost of the extensive repairs and improve- 
ments they have in mind. From the broader view of the Govern- 
ment’s investment in these communities and to maintain a desirable 
residential community, it would seem that some provision to insure 
the availability of financing to cover improvement repairs and altera- 
tions is essential. 

Fortunately, under existing legislative authority, FHA is authorized 
to insure morenn loans involving financing for improvement repairs. 
In such cases FHA appraises the property upon the assumption the 
improvement repairs have been made and issues a commitment to 
make the loan conditioned upon the completion of the repairs. Con- 
repre in the case of privately financed loans insured by the FHA 
the availability of financing to cover improvement repair presents no 
legislative problem. In connection with Government financing as 
presently authorized under section 62, however, no clear authority to 
make such advances exists. We think therefore that the provisions 
of subsection b of section 2 authorizing such advances to be both 
desirable and essential. However, we do not believe this authority 
should exist beyond making such financing available as an incident to, 
or contemporaneously with, the closing of the sales transaction. 
Accordingly, we respectfully suggest that the proposed subsection b 
of section 2 of the draft bill be amended by striking the first semicolon, 
inserting a period, and striking the balance of that subsection. As 
thus amended the section would be consistent with the related au- 
thority of the FHA. It would also be consistent with the legislative 
intent that the Government financing under section 62 be no more 
favorable than private financing insured under section 223 of the 
National Housing Act. Making repairs at a later date (which the 
language to be stricken would authorize) with Government financing 
would affect the insurability of the mortgage loan, or would require a 
new closing transaction and additional cost to the purchaser. 

We also believe it is in the best interest of the Government to dis- 
ose of its mortgage holdings as soon as possible once the initial 
nancing is completed. Advances for repairs over an extended period 

would not be consistent with this purpose. 

Subsection c, section 2: This amendment would make available 
Government financing for the purchase of the Government’s interest 
in commercial properties where financing on reasonable terms is not 
available from other sources under such terms and conditions as the 
Commission deems appropriate. Preliminary investigation indicates 
there may well be cases where the sale of commercial property would 
depend on the availability of Government financing. We therefore 
believe that such authority should be provided in order to facilitate 
the sales program. If the authority is granted, we would expect to 
make loans only where necessary and on terms and conditions sub- 
stantially similar to those which are ordinarily available from private 
lenders, in order to facilitate the sale of such mortgages to private 
lenders at a later date. 

Section 3: This is a technical amendment to section 116 of the act 
which would provide authority to enable us to deal effectively with 
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any property which the Government may have to reacquire. This 
desirable amendment is based on provisions of the National Housing 
Act and embodies authority which has been found to be appropriate 
in dealing with Government-acquired properties. 

Sections 4 and 5: These amendments, originally proposed by this 
Agency, would rewrite sections 117 and 118 of the Atomic Energy 
Community Act of 1955. The purpose of this amendment is to clarify 
the present law, to provide for more businesslike operations, and to 
make funds available when needed for the substantive operations con- 
templated by the law. 

More specifically, section 117 of the act would be amended in the 
following respects: 

1. It would establish a community disposal operations fund, into 
which would be deposited the proceeds of sales of the properties and 
from which would be paid the expenses of the disposal program. 

2. The new section would make it clear that moneys could be re- 
tained in the fund to meet estimated future expenses incident to the 
disposal program. In this respect, the language would clarify the 
law and carry out what we are advised was the original intent of the 
committee in connection with the financing of these activities. This 
intent is confirmed in the letter of Chairman Anderson to me, dated 
April 19, 1956. 

3. It would authorize the use of moneys in the community disposal 
fund to meet all the various kinds of expenses which might arise in 
carrying out the act, and would provide for business-type estimates 
and reports of operating results to be furnished to the Congress. 

4. It would authorize temporary advances to the community dis- 
posal fund from any other funds available to the Administrator for 
operations. The purpose of this arrangement is to recognize the fact 
that it may be necessary to use funds in carrying out the purposes of 
the act at certain times—especially in the first months of operation— 
at a more rapid rate than they are becoming available through receipts. 
As this occurs, it will be essential, in order to avoid serious delays, to 
have authority to make temporary advances of funds until such time 
as the receipts do come in. The language would require that such 
temporary advances be repaid prior to the end of ‘chs fiscal year to 
the extent of unobligated balances remaining in the community dis- 
posal fund. 

5. Any amounts determined to be surplus to the requirements of 
section 117, as revised, would be declared and paid to the Treasury as 
liquidating dividends not less often than annually. 

Subsection (c) of section 118 would be repealed because the subject 
matter covered by that subsection would be included in the newly re- 
written section 117. 

We believe that these changes in sections 117 and 118 are fully in 
keeping with the original concept of the financing of the disposal pro- 
gram which the committee had in mind in drafting the 1955 act. At 
the same time, we believe that they would eliminate doubts and de- 
fects in the present law and would provide for more effectively and 
expeditiously carrying out the intent of Congress in the disposal pro- 
gram, and for clearer and more informative reporting to the Congress 
on the results achieved. 

The early passage of the proposed amendments is in our opinion 
essential to an effective disposal operation. We trust that the com- 
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mittee and the Congress will favorably consider these amendments and 
consider them as a matter of necessity for the expeditious handling of 
this program. 
The Bureau of the Budget has advised that it has no objection to the 
submission of these views. 
Sincerely yours, 
Ausert M. Cote, Administrator. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington, D. C., February 6, 1956. 
Hon. Atsert M. Cote, 
Administrator, Housing and Home Finance Agency, 
Washington, D. C. 

My Dear Mr. Cote: This will acknowledge receipt of a copy of 
your letter of January 17, 1956, to Mr. George Norris, Jr., acting 
executive director and counsel of the Joint Committee on Atomic 
Energy, commenting on several amendments to the Atomic Energy 
Community Act of 1955 proposed by the committee, and suggesting 
three additional amendments. 

The Bureau concurs, in general, with your comments on the amend- 
ments proposed by the committee and endorses, in particular, your 
unfavorable recommendation with respect to section 3 of the amend- 
ments which would grant a price concession to purchasers who 
subsequently demolished the purchased structure and erected a new 
home on the same site. 

This office, further, would have no objection to the enactment of 
the amendments you propose to (1) establish a revolving fund for the 
financing of the disposal program, and (2) authorize advances for 
repairs, rehabilitation, modernization, or enlargement of residential 
properties to priority purchasers unable to obtain private financing 
on reasonable terms. It is understood that in administering the 
latter provision, every effort would be made to finance these alterations 
with private funds. In this connection consideration might be given 
to liberalizing present FHA open-end mortgage provisions. 

This Bureau and the Treasury Department oppose the amendment 
which you propose to authorize the negotiation of discounts with the 
lender at the time of initial sale. In our opinion, the Government 
can obtain a better return with less administrative effort by taking 
over purchase money mortgages when private financing is unavailable 
and reselling them in packages at appropriate discounts. Since 
existing law permits sale of acquired mortgages on terms set by the 
Commission, no new legislation would appear to be necessary. 

Subject to the foregoing comments, your report is without objection 
insofar as this office is concerned. We would appreciate your advising 
the committee of our views. 

Sincerely yours, 


Percy Rappaport, 
Assistant Director. 
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ComprrRoLLER GENERAL OF THE UnirTep Srates, 
Washington, February 20, 1956. 
B-126787 
Hon. Cuinton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. CuarrMan: Reference is made to Mr. Norris’ letter of 
January 24, 1956, —— our views on certain proposed amend- 
ments to the Atomic Energy Community Act of 1955 (69 Stat. 471). 
The proposed bill would amend sections 36a, 62, 116, and 117 of the 
basic act and would repeal section 118c thereof. 

Section 36a of the act as presently written provides for credit to be 
given purchasers of residential property for improvements made to 
the premises by them. The purpose of the amendment is to allow 
similar improvements credits on commercial and other property. 
Alternative language to accomplish this is suggested. Under the 
first alternative section 36a would be made applicable to all property 
by striking the limiting word “residential” from the section, but with 
the proviso that in the case of commercial property the amount of the 
credit shall be determined by the Commission on the basis of the 
appraisal by the Federal Housing Commissioner under section 32. 

he proviso further requires that the credit on commercial property 
be reduced to the extent, as determined by the Commission, that 
compensation for the improvements has previously been given the 
lessee of the property under the terms of his lease or otherwise. As 
stated in the explanation which accompanied the proposed bill, the 
ase 4 of such determinations by the Commission would be difficult. 
We believe it might impose upon the Commission an administrative 
burden out of proportion to the benefits which would accrue to the 
Government. 

The second alternative does not require a reduction in the improve- 
ment credit for compensation previously given the lessee. We 
believe this alternative would be more feasible to administer. How- 
ever, it is suggested that the second category of property be described 
as property improved by Government-owned commercial or industrial 
buildings. In this connection, it is noted that the present section 
requires a credit equal to the amount by which the current fair market 
value of the Government’s interest is enhanced as a result of the im- 
provements. However, no precise method for determining this 
amount is presently prescribed. While section 36c provides for an 
appraisal of the value of the improvements, this value is not neces- 
sarily the same as the resulting enhancement in fair market value. 
We think consideration might well be given to amendment of section 
36c to provide for a determination of the enhancement in market value 
of the Government’s interest instead of the value of the improvements. 

Section 62 of the act now permits the Commission to accept first 
mortgages on residential property when other reasonable financing is 
not available, subject to the limits fixed by section 223 (a) of the 
National Housing Act. This authority would be continued under the 
proposed amendment to the section, and would be expanded to permit 
the Commission to absorb discounts involved in placing Government- 
owned mortgages under private financing. A proposed additional 
subsection would permit the Commission to make advances for repairs 


—_— FF 


ae aS OC OS OO OS S«Cé@ 


eo @2@OG Weare Ww me 


ome 








AMEND ATOMIC ENERGY COMMUNITY ACT OF 1955 y 


to single and duplex residential properties sold to priority purchasers; 
such advances to be covered by the first mortgage if ve at the time 
of sale or 7 an additional mortgage or an increased first mortgage 
when made later. Another new subsection would permit Commission 
financing of sales of commercial property on terms left to its discre- 
tion. e believe the purposes —_— to be accomplished by the 
amendment of section 62 are desirable, and we have no comment or 
suggestion to offer on the terms of the amendment. 

tion 116 of the basic act authorizes the Commission to repossess 
property on which it holds mortgages or which it has acquired under 
section 66, and to sell or otherwise dispose of such property. The 
proposed amendment to this section would broaden the Commission’s 
authority in dealing with property acquired by it under the act to 
permit completion, renovation, repair, rental or other action in con- 
nection with the property which may reasonably be necessary for its 
care and ultimate disposal. The Commission would also be given 
authority to collect or compromise all claims arising pursuant to the 
section. This amendment was proposed by the Housing and Home 
Financing Agency, and we believe it to be desirable. 

Section 117 of the basic act requires net proceeds realized by the 
Commission from the disposal of property to be deposited in the 
Treasury. Section 118c authorizes the use of such net proceeds by 
the Commission to pay costs, losses, and other obligations incurred 
by it in connection with the repossession, disposal, and other dealing 
with property. Section 117 also provides for the annual transfer to 
mi neous receipts of the Treasury of such part of the net proceeds 
as the Commission advises is no longer needed to meet contingent 
obligations of this nature. The proposed amendment to the act 
would consolidate sections 117 and 118c by establishing a community 
disposal operations fund into which disposal proceeds would be de- 

sited and to which the Commission could make temporary advances 
rom its own funds. Such advances would be repaid to the appro- 
priation from which they came prior to the close of the fiscal year 
during which made, to the extent of any unobligated balances in the 
fund. As written, the proviso at the end of the proposed subsection 
117a does not specifically cover repayments made in subsequent fiscal 
years. It is suggested that this could be accomplished by changin 
the clause “prior to the close of the fiscal year during which suc 
advances are made” to read “prior to the close of each fiscal year.” 
Of course, if advances from appropriations subject to fiscal year fimita- 
tions were not repaid prior to the close of the year in which made, 
subsequent repayments would not be available for obligation. We 
understand, however, that advances to the fund probably will be 
made from “no-year” appropriations or funds, in which case this 
problem will not arise. tion 118c of the existing act would be 
repealed and incorporated in subsection b of section 117 as amended, 
which permits the use of the community disposal operations fund to 
pay expenses and obligations incurred in connection with the Com- 
mission’s functions under the act. Subsection ¢ of the proposed 
section would retain the requirement that any amount in the fund in 
excess of that needed for the purposes of the fund be paid as liquidating 
dividends to the Treasury at least annually. We believe that the 
establishment of a separate fund for receipts and disbursements con- 
nected with the community disposal program is a desirable objective. 
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We note that, while present section 117 permits the Commission to 
advise the amount in the fund to be treated as excess, the proposed 
subsection 117c fails to state by whom such a determination is to be 
made. If it be intended to have this determination made by the 
Commission, we suggest the insertion of the words “by the Commis- 
sion’’ after the word ‘‘determined.” 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





Unrrep States Atomic Eneray Commission, 
Washington, D. C., April 12, 1956. 
Hon. Joun J. Dempsey, 
Chairman, Subcommittee on Communities, 
Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Dempsey: You have requested this Commission’s com- 
ments on a draft containing proposed amendments to the Atomic 
Energy Community Act of 1955, copy attached. As you know, the 
President has signed an Executive order transferring the sales and 
financing functions under the Community Act to the Housing and 
Home i inance Administrator. Since the proposed amendments 
relate almost entirely to the sales and financing functions under the 
Community Act, they fall within the area of responsibility of the Hous- 
ing and Home Finance Agency and we believe that agency will be in 
the best position to evaluate their effect on the discharge of that 
Agency’s sales and financing functions. However, in view of the 
intimate concern of this Commission with the effective conduct of the 
disposal program, as well as its background of experience with the 
problems of the disposal of housing at Oak Ridge and Richland, we 
welcome the opportunity to express our views on the proposed amend- 
ments, The Fs dae comments on the proposed amendments 
are as follows: 

Section 1. Betterment credits —With regard to betterment credits, 
the Commission’s position, as provided in the bills submitted to the 
Joint Committee in 1954 and 1955 and embodied in alternative 2 to 
section 1 of the proposed bill and as stated in Mr. Strauss’ letter to 
Senator Anderson of July 22, 1955, is as follows: 

a. The Commission believes that the lessees of single and duplex 
houses should be entitled to receive a credit for betterments made 
by such individuals. The present law grants such a credit. 

b. The Commission believes that commercial lessees of Government- 
owned buildings and lessees of church or nonprofit properties should 
be entitled to receive the benefit of betterment credits. In this 
connection it should be noted that some leases of commercial and 
industrial Government-owned buildings were based on rentals or 
lease periods which gave consideration to the cost to the lessee of a 
requirement that he make certain improvements. In other cases 
the lessee made improvements which thereupon became the property 
of the Government, although the lease did not require such improve- 
ments and the cost of the improvements was not reflected in the 
rental or an adjustment in the lease period. Alternative 1 would 
require a case-by-case analysis of each such lease to determine whether 
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and to what extent the cost of such improvements was reflected in the 
rental or an adjustment in the lease period. Since it may prove 
very difficult and time consuming to segregate accurately these two 
types of cases, and to determine, for each individual lease, the amount 
of rental adjustment or extension of the lease period as related to the 
cost of the lessee’s improvements to Government-owned buildings, 
the Commission is of the opinion that the credit for the lessee’s 
improvements should apply to all sales of Government-owned com- 
mercial and industrial buildings. Proposed alternative 2 to section 1 
permits the type of credit which the Commission recommends. 

c. The Commission, however, does not recommend the allowance of 
a betterment credit to priority purchasers of leased land on which 
there are located privately owned commercial buildings, as appears 
the intention of alternative 1 to section 1, because in many cases the 
Commission has a reversionary interest in the building after expiration 
of the lease which forms a part of the consideration for the lease. Ifa 
credit were to be allowed, the Government without apparent basis 
would be giving away an existing element of value. In those cases 
where the Commission has no reversionary right to the privately 
owned building, it would not be selling to such lessees any interest 
in improvements on the lot and, thus, there is no need for such a credit. 

Accordingly, the Commission recommends adoption of alternative 2 
to section 1 of the proposed bill. Because we believe alternative 2 pre- 
sents, in principle, the preferred approach, we do not comment on the 
serious difficulties of draftsmanship which alternative 1 appears to 
present. 

Section 2. Commission financing.—We understand that HHFA has 
requested that the first sentence of subsection a and a portion of 
subsection b be deleted. Accordingly, we do not comment thereon. 
The remaining portion of subsection a restates the existing law and the 
Commission has no objection thereto. Subsection b would provide 
means of financing necessary repair or rehabilitation of single or duplex 
dwellings in connection with the sale of such buildings to priority 
purchasers. The Commission believes this provision will facilitate 
sales of properties under the act. 

Subsection ¢ of section 2 of the proposed amendment would extend 
the availability of direct Government financing to purchasers of com- 
mercial property. The Commission did not include in the bills it sub- 
mitted to the Joint Committee in 1954 and 1955 provisions for direct 
Government financing of commercial structures because it was not then 
satisfied that such Government financing was necessary. Since the 
Housing and Home Finance Agency is responsible under the Executive 
order for determining questions of financing, we would defer to their 
judgment as to the necessity for and appropriateness of this provision. 

Section 3. Powers—The Commission has no objection to this. 
amendment. 

Sections 4 and 6. Financing provisions.—Section 4 would amend 
section 117 to clarify the purpose of and procedures as to the use of 
funds received under the act with regard to sales of property. The 
Commission has no objection to wack a clarifying amendment. In 


view of the extent of the proposed amendment to section 117, section 
118b of the act is unnecessary. Accordingly, the Commission has no 
objection to the proposed repeal of section 118b of the act as provided 
in section 5 of the proposed amendments. 
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The Commission is desirous of promoting the objective of the Atomic 
Energy Community Act of 1955 that Government ownership and man- 
agement of the communities of Oak Ridge and Richland be terminated 
in an expeditious manner which will not impede the accomplishment 
of the basic pro of the Commission under the Atomic Energy 
Act of 1954. e welcome any amendments to the Community Act 
which will promote that basic objective. It is our understanding that 
the time is rapidly approaching when it will be possible for the sales 
agency to begin to offer properties for sale under the act. Because 
the pendency of amendments which would significantly affect the 
terms and conditions of sale and financing might require a postpone- 
ment of any sales until the issues presented by the amendments have 
been definitively resolved, we trust that the committee and the Con- 
gress will regard definitive action on any amendments which may be 
proposed to the Community Act as a matter of urgency. 

he Bureau of the Budget has advised that it has no objection to 
the submission of these views. 
Sincerely yours, 
K. E. Fre.ps, General Manager. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics) : 

Sec. 36. IMpROVEMENTS.— 

a. In addition to any other deduction which may be permitted 
from the sales price for [residential] property, there shall, upon 
application by the prospective purchaser, be deducted the amount 
by which the current fair market value of the Government’s 
interest in the premises is enhanced as a result of improvements 
to the premises made by, or at the expense of, the prospective 
[purchaser.] purchaser: Provided, That, with reference to commer- 
cial property, the improvement credit allowed shall be the value of the 
enhancement of the Government’s interest in the property, as deter- 
mined by the Commission on the basis of the PR epee for 
under section 32: Provided further, That such credit shall be reduced 
to the extent that lessee has been previously compensated therefor, as 
determined by the Commission, under the terms of the lease or 
otherwise. 

[Sec. 62. Commission Financine— 

[a. In the event that the Commission finds that financing on 
reasonable terms is not available from other sources, the Son 
mission may, in order to facilitate the sale of residential prop- 
erty under chapter 5 of this Act, accept, in active payment of 
the purchase price of any house, apartment building, or dormi- 
tory notes secured by first mortgages on such terms and condi- 
tions as the Commission shall deem appropriate. In the case of 
houses and apartment buildings, the maturity and percentage of 
appraised value in connection with such notes and an 
shall not exceed those prescribed under section 223 (a) of the 
National Housing Act, as amended, and the interest rate shall 
equal the interest rate plus the premium being charged (and any 
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periodic service charge being authorized by the Federal Housing 
Commissioner for properties of similar character) under section 
223 (a) of the National J Housing Act, as amended, at the effective 
date of such notes and mortgages. 

{b. The Commission may sell any such notes and mortgages 
on terms set by the Commission. ]} 

Sec. 62. Commission. Financine.— 

a. In the event that the Commission finds that financing on rea- 
sonable terms is not available from other sources, the Commission 
may, in order to facilitate the sale of residential property under 
chapter 5 of this Act, accept, in partial payment of the purchase 

ice of any house, apartment building, or dormitory notes secured 

first mortgages on such terms and conditions as the Commission 
shall deem appropriate. In the case of houses and apartment 
buildings, the maturity and percentage of appraised value in con- 
nection with such notes and mortgages shall not exceed those pre- 
scribe under section 223 (a) of the National Housing Act, as amended, 
and the interest rate shall equal the interest rate plus the premium 
being charged (and any periodic service charge being authorized by 
the Federal Housing Commissioner for properties of similar char- 
acter) under section 223 (a) of the National Housi ng Act, as amended, 
at the effective date of such notes and mortgages. 

b. In connection with the sale of residential property financed 
under section 62 a. of this Act, the Commission is authorized to make 
advances for necessary repairs, or for the rehabilitation, moderniza- 
tion, rebuilding, or enlargement of single and duplex residential 
properties to priority purchasers, and to include such advances in 
the amount of the note secured by the mortgage on such property; and 
in all cases where the Commission has acquired a note and first 
mortgage or other obligation or lien upon such residential property 
as provided in section 62 a. hereof, to make advances to provide for 
the necessary repairs or for the rehabilitation, modernization, re- 
building, or enlargement of such property and to take an additional 
lien, mortgage, or conveyanec to secure the amount so advanced, or to 
take a new note secured by a first mortgage for the whole indebtedness. 

c. In the event that the Commission finds that financing on reason- 
able terms is not available from other sources, the Commission may, 
in order to facilitate the sale of commercial property under chapter 5 
of this Act, aecept, in partial payment of the purchase price of any 
commercial property, notes secured by first mortgages on such terms 
and conditions as the Commission shall deem apamigeiels, 

d. The Commission may sell any notes and mortgages acquired 
under subsections a. and c. hereof on terms set by the Commission.” 

Sec. 116. Repossession.—The Commission is authorized to re- 
possess any property sold by it in accordance with the terms of any 
contract to purchase, mortgage or other instrument, and to sell or 
make and other disposition of any property so repossessed and any 
property purchased by it pursuant to section 66. Notwithstanding any 
other provision of law relating to the acquisition, handling, or disposal of 
real property by the United States, the Commission shall have power to 
deal with, complete, operate, rent, renovate, modernize, insure, or sell for 
cash or credit, in its discretion, any properties acquired pursuant to this 
Act, and to pursue to final collection, by way of compromise or otherwise, 
all claims arising pursuant to this section: Provided, That expenses 
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authorized by this section shall be considered nonadministrative expenses: 
Provided further, That section 3709 of the Revised Statutes shall not apply 
to any contract entered into pursuant to this section if the amount thereof 
does not exceed $1,000. 

[Sec. 117. Nev Procerps.—The net proceeds derived by the 
Commission from the disposal of property pursuant to this Act, after 
defraying expenses incident to appraisal, sale or other transfer and 
any financing under section 62, shall be covered into the Treasury. 
Annually, upon advice of the Commission, there shall be transferred 
to miscellaneous receipts of the Treasury such portion of such net 
proceeds as may no longer be needed to meet the contingent obligations 
provided for in subsection 118c.] 

Sec. 117. Community Operations Funp.— 

a. There is hereby established as of June 30, 1956, a Community 
Disposal Operations Fund, and the Commission (or the head of such 
agency as may be carrying out the sales and financing functions of 
the Commission pursuant to a delegation by the President under 
section 101 of this Act) is authorized to credit said fund with all 
moneys hereafter obtained or now held by it and to account under 
said fund for all assets and liabilities held or acquired by it in con- 
nection with its sales and financing functions under this Act, and to 
make temporary advances to such fund, from any other funds avail- 
able for expenses of operations of such Commission or agency, as 
may be required to carry out such functions pending the realization 
of sufficient proceeds under the provisions of this Act: Provided, 
That any such advances shall be repaid to the source appropriation 
or fund, to the extent of any unobligated balances available in the 
Community Disposal Operations Fund, prior to the close of the 
fiscal year during which such advances are made. 

b. The Community Disposal Operations Fund shall be available 
to pay for all necessary costs, expenses (including administrative 
expenses), losses or obligations incurred in connection with the 
aforesaid functions, including expenses incident to sale, or other 
transfer and any financing under section 62, indemnities under 
sections 63 through 66, and expenses authorized by section 116 of 
this Act, and expenses in connection with the defense and payment 
of any claims for breaches of warranties and covenants of title of 
any property disposed of pursuant to this Act. 

c. Any amount in pc 1 fund which is determined to be in excess 
of requirements for the a ge thereof shall be declared and paid 
as liquidating dividends to the Treasury, not less often than 
annually. 

Sec. 118. APPROPRIATIONS.— 

a. There are hereby authorized to be appropriated such sums 
as may be necessary and appropriate to carry out the provisions 
and purposes of this Act. 

b. There are authorized to be appropriated the sum of $518,000 
at Oak Ridge and the sum of [$2,165,000] $2,215,000 at Rich- 
land for construction, modification, or expansion of municipal 
installations authorized to be transferred pursuant to chapter 8 
of this Act. 

{c. As much as may be necessary of net proceeds from section 
117 are hereby appropriated and made available for use by the 
Commission (without fiscal year limitations) to pay any costs, 
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losses, expenses, or obligations incurred by the Commission in 
connection with obligations entered into pursuant to section 37 or 
section 63, with repossession or repurchase, rehabilitation, and 
further disposition pursuant to sections 63 through 66 and section 
116, and with the defense and payment of any claims for breaches 
of warranties and covenants of title of any property disposed of 
pursuant to this Act.J 
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AMENDMENTS TO PUBLIC UTILITY HOLDING COMPANY 
ACT 





Jury 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cotz, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany H. R. 9743] 


The Joint Committee on Atomic Energy, to whom was referred the 
bill (H. R. 9743) to encourage maximum Aralinasient of atomic ener- 
vy reactors for the low-cost electric energy from atomic power, and for 
other purposes, does unanimously report favorably thereon, with an 
amendment, and recommend that the bill, as amended, do pass. 

The committee amendment strikes out all of the bill after the enact- 
ing clause and inserts in lieu thereof a substitute which appears in the 
reported bill in italic type. 

A companion bill, S. 2643, was introduced in the Senate and hearings 
were held by the Senate Interstate and Foreign Commerce Committee. 
Thereupon the bill was reported to the Joint Committee and at the 
request of the Senate Interstate and Foreign Commerce Committee 
was referred to the Joint Committee on Atomic Energy. 

The Joint Committee on Atomic Energy has unanimously approved 
S. 2643, as amended, and has incorporated the amended language of 
that bill as the language for H. R. 9743. 

As amended, H. R. 9743 provides for an exemption to the definition 
ofa “holding company” in the Public Utility Holding Act of 1935. 
Under this definition n be companies, which are not otherwise under 
the provisions of the Public Utility Holding Company Act, do not 
come under the provisions merely by reason of ownership in a non- 
profit company formed to operate a reactor which is licensed for 
research and development purposes under section 104 of the Atomic 
Energy Act of 1954. When the reactor is no longer being used for 
rsearch and development purposes under that license the Atomic 

nergy Commission is required to certify that to the Securities and 
Exchange Commission and the exemption then terminates. If the 
outio inert? Commission fails on its own motion to institute pro- 
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ceedings for making the certification, the Securities and Exchange 
Commission or any other person can instituta those proceedings before 
the Securities and Exchange Commission. 


Atomic Reactor ProcrRAM 


As a necessary background to the consideration of this bill which is 
related to the long-range objective of eventual production of low-cost 
electric energy from atomic reactors, a brief reference to the atomic 
reactor program is appropriate. 

Prior to the enactment of the Atomic Energy Act of 1954, the Atomic 
Energy Commission embarked upon the 5-year power reactor develop- 
ment program to expand and accelerate the research and development 
of 5 different nuclear reactor types, each of which appeared promising 
as heat sources for the generation of electric energy. The purpose of 
this program was to generate sufficient technical information so that 
private industry would be capable of building, when permitted by law, 
privately financed nuclear facilities with some assurance of technical 
practicability. This policy was consistent with the widespread in- 
dustry participation urged by the Industrial Advisory Group in 
December 1948. 

After the enactment of the Atomic Energy Act of 1954, the Commis- 
sion in January 1955 announced the first round of its power demonstra- 
tion reactor program and invited proposals from private industry. 
At the hearing on this bill the General Counsel for the Commission, 
William Mitchell, testified that 3 proposals and 2 straight license appli- 
cations were pending before the Commission under the first round 
anouncement. It is the view of the Commission that none of the 
nuclear electric generating facilities now proposed will be fully com- 

etitive with conventional generating facilities, although the technical 
easibility of each has been established. ‘The Commission’s assistance 
is offered to private industry to stimulate the building of the proposed 
reactors under the long-range policy view that even though such 
reactors may not be economically competitive, they will, at least, act 
as the laboratory for future advances and form the basis for techno- 
logical progress toward the ultimate goal of a competitive reactor. 
In recognition of the newness of the technology, the magnitude of the 
investment required. and the economic risks involve,d the Commission 
has offered inducements, including research in Commission laboratory 
facilities and the consideration of requests for waiver of established 
charges for special nuclear material, in order to make the undertaking 
sufficiently attractive to industry. 

Two of the three first round power demonstration reactor proposals 
on behalf of private risk capital were made by large groups of utility 
and industrial companies. This was also true of 1 of the 2 straight 
license applications. In his appearance before the committee, the 
Commission’s General Counsel stated: 


where large, full-scale nuclear electric generating facilities are 
to be built, and are of types not yet proven to the point where 
the economics are fully known, industry will, out of prudence, 
often attempt to spread the economic risks involved by the 
means of cooperative undertakings. 


_ Two of the three proposals submitted under the power demonstra- 
tion reactor program included the ownership and operation of nuclear 
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facilities by subsidiary corporate entities. The administrative advan- 
tages of a subsidiary corporate organization are deemed considerable 
where there is group participation in an undertaking, and it is believed 
by the Commission that this consideration will influence the continued 
use of separate corporate entity in future group proposals. 

In adopting the Atomic Energy Act of 1954, the Congress stated 
one purpose of the act to be— 


* * * the development, use, and control of atomic energy 
shall be directed so as to promote world peace, improve the 
general welfare, increase the standard of living, and strengthen 
free competition in private enterprise. 

In carrying out this purpose Congress provided for— 


A program to encourage widespread participation in the 
development and utilization of atomic energy for peaceful 
purposes to the maximum extent consistent with the common 
defense and security and with the health and safety of the 
public. 

The program of the Atomic Energy Commission under the Atomic 
Energy Act of 1954 has been directed toward the encouragement of 
wide and active participation in research and development of nuclear 
power reactor projects dedicated toward the attainment of peaceful 
and beneficial uses of the atom. This program is believed by the 
Commission to constitute the fastest means of progress toward the 
achievement of the goals set forth in the act. Broad participation 
of private industry is encouraged in order that widely diversified 
technological know-how and skills may be brought to bear on the 
problem. It is only through the continued participation by wide 
and varied interests, represented by small, medium, and large com- 
panies in all fields of industrial endeavor, that the Nation’s resources 
of scientific knowledge, technical skill, and manufacturing know-how 
can be most effectively directed toward the early attainment of the 
benefits awaited by the people of the Nation and of the world. The 
threat posed by the adoption of any program less than the most 
effective is the loss of the Nation’s position in the world’s race to 
establish a nuclear power reactor industry. 


NONCOMMERCIAL LICENSES 


The Atomic Energy Act provides for two types of atomic facility 
licenses. ‘The first, issued under section 103 of the act, are called 
commercial licenses. Before such commercial licenses may be issued, 
the Atomic Energy Commission must make a finding in writing that 
some type of ‘utilization or production facility has been sufficiently 
developed to be of practical value for industrial or commercial pur- 
poses.”’ 

The second are called noncommercial licenses and may be issued 
under section 104 of the act. ‘Those issued under section 104 (a) are 
for medical therapy and those under section 104 (b) and section 104 (c) 
are for research and development. ‘The only licenses which will be 
issued for the present and immediate future will be noncommercial 
licenses under section 104 and principally for uneconomic reactors 
constructed under 104 (b). It is these 104 licenses to which the bill 
relates. Moreover, the AEC has discretion to grant or withhold such 
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a license and has adopted five criteria to guide its consideration of 
whether to accept or reject proposals that are made for prototype 
reactor construction. These are (1) probable contribution of the 
proposal toward achieving competitive nuclear power; (2) the cost to 
the AEC; (3) the financial risk to be assumed by the maker of the 
proposal; (4) the competence and responsibility of the maker; and (5) 
the assurance given against abandonment of the project. 

It was the view of the Atomic Energy Commission, as well as other 
interested witnesses, that an exemption for the period during which a 
particular reactor facility is being used primarily for research and 
development work would be adequate. However, the Atomic Energy 
Commission advised that where a facility has been licensed under 
section 104, the Commission does not contemplate that it will there- 
after require the license to be converted to a commercial one under 
section 103, notwithstanding the fact that the primary research and 
development function of the facility has been served. Therefore it 
was necessary that the bill contain appropriate provision for the 
termination of the applicability and exemption upon the cessation of 
the primary research function of the licensed facility. The question 
as to when the primary function of research and development of a 
prototype reactor facility is ended is one more likely to depend more 
upon nuclear science and engineering factors and less upon conventional 
utility economics. Hence the bill provides that the Atomic Energy 
Commission assume the responsibility of making this determination 
in proceedings which may be initiated by the Securities and Exchange 
Commission as well as the Atomic Energy Commission if such is 
desirable. ‘The committee believes that there should be a close liaison 
between these two agencies on this subject and notes that the hearings 
disclosed a lack of appropriate coordination of interest between them 
on the important subject of facilitating private industry’s participa- 
tion in the atomic reactor program, looking toward development of 
the economic generation of low-cost electric power. 


Tue Pusriic Urinrrry Hotping Company Act as RELATED TO 
RESEARCH AND DiveLoPpMENT oF Atomic PowER 


The Holding Company Act was enacted primarily to effect dissolu- 
tion of combinations of companies in the utility industry which had 
been found to create serious regulatory problems for local ratemaking 
agencies; had confusing, complicated, and uneconomic capital struc- 
tures resulting in speculative classes of securities; and which were 
highly detrimental to the public interest. Its effect has been to cause 
. beneficial reorganization and integration of the utility industry of the 

Nation. 

At the time of its enactment in 1935, the Holding Company Act 
could not have been designed to meet the situation arising 21 years 
thereafter with respect to needed research and development in the 
scientific art of adapting atomic materials to the production of electric 
energy. This is a wholly new source of power which was beyond the 
perception of even the most visionary men of that time. 

The Holding Company Act is designed to apply to any parent com- 
pany which controls a public utility company. Under the act, a public 
utility company is either an “electric utility company’”’ as defined in 
section 2 (a) (3) or a “gas utility company” as aebned in section 2 (a) 
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(4). It is believed that under the present definition of “electric utility 
company”’ a company owning reactor facilities designed to produce 
heat from which electric power is to be generated would likely be an 
“electric utility company.” Whether a company producing heat 
only and not generating electricity is an “electric utility company” 
under the present definition is a question which has not been passed 
upon either by the courts or by the Securities and Exchange Com- 
mission. However, it was the informed view of the Commission that 
such an interpretation of the definition would likely be dictated if the 
case arose. Hence, any company, or group of companies, not other- 
wise a “holding company” which owned or controlled a subordinate 
reactor company would assume the risk of being regarded as a “holding 
company” under section 2 (a) (7). However, if a company owned an 
adjacent generating plant in addition to a heat-producing reactor, it 
is clear that it would be an “electric utility company.” It was the 
opinion of some, including the Securities and Exchange Commission, 
that as a practical matter the intimate functional and geographical 
relation of a heat-producing operation with a generating operation 
would lend itself better to Saving both these functions embraced in 
one corporate entity for regulatory reasons as well as engineering and 
management reasons. 

The ultimate test in determining whether a person is a “holding 
company”’ is actual control of the public utility company. There 
are two methods of determining actual control. One is a prima 
facie or presumptive method arising automatically from ownership 
of 10 percent or more of the outstanding voting securities, with 
power to vote, of a public-utility company. The second method 
applies, after notice and hearing, upon a determination by the SEC 
that one or more companies are exercising directly or indirectly a con- 
trolling influence over the management and operations of the public- 
utility company. While this finding cannot be lightly made and 
must be predicated upon a public interest necessity or protection of 
investors or consumers, it constitutes a deterrent to desirable un- 
hampered operation during research and development of atomic 
reactor facilities. 

The Holding Company Act incorporates a complete system of 
control and regulation administered by the Securities and Exchange 
Commission which imposes appropriate burdens upon utility holding 
companies and subsidiary companies which were recapitulated by E. 
ie fan Stason, dean of the University of Michigan Law School, as 
ollows: 


(1) Registration with the SEC.—Section 5 of the act requires 
all holding companies as defined by the act to register with 
the Securities and Exchange Commission. The registration 
statement must include an extended description with respect 
to each holding company setting forth the charter, the by- 
laws, trust indentures, mortgages, underwriting arrange- 
ments, and similar documents; and, in addition, the Commis- 
sion may one information with respect to the organization 
and financial structure, the terms, position, rights and privi- 


a of different classes of securities, the directors and 
officers, together with their remuneration, any bonuses and 
profit-sharing arrangements, all material contracts, balance 
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sheets, profit-and-loss statements, and any other information 
that the Commission may prescribe. 

(2) Issuance of securities —Section 6 of the act provides 
that it is unlawful for a registered holding company or a 
subsidiary thereof without permission of the Securities and 
Exchange Commission to issue or sell securities or to alter 
priorities, preferences, or voting power of security holders. 

(3) Acquisition of securities and utility assets.—Section 9 
of the act provides that a registered holding company must 
obtain Commission approval for the acquisition of securities 
or utility assets or other interests in any business. 

(4) Intercompany loans, ete.—Section 12 of the act con- 
tains a number of limitations. Loans by the companies in 
the same holding company system are subject to SEC ap- 
proval; the Commission must approve the payment of divi- 
dends, the redemption or acquisition by a holding company 
on its own securities, and the sale of securities of public 
utility companies and utility assets. All proxy solicitation 
is subject to SEC regulation. Transactions between the 
companies in the same holding company system are subject 
to regulations of the Commission regarding reports, accounts, 
costs, maintenance of competitive conditions, disclosure of 
interests, duration of contracts, ete. 

(5) Intercompany service, sales and contracts —Under sec- 
tion 13 the performance of service, sales, and construction 
contracts by holding companies, subsidiaries, affiliates, or 
mutual service companies is placed under stringent Com- 
mission regulation particularly as to cost allocation. 

(6) Reports.—According to section 14 of the act rather 
detailed periodic reports must be filed with the SEC by every 
registered holding company. It should be reemphasized that 
these reports must cover not only the immediate relationships 
with the subsidiary, in this case the atomic research project, 
but also all other business of the comnany. 

(7) Accounts and records.—Section 15 requires the holding 
companies to keep certain records and accounts and the Com- 
mission may require that accounts, cost accounting proce- 
dures, correspondence, memoranda, papers, books, ete., be 
kept in a form and manner prescribed by the Commission. 
The Commission has in fact exercised its power to prescribe 
a uniform system of accounting for holding companies. 

(8) Officers, directors, ete.—Section 17 of the act provides 
that every officer or director of a registered holding company 
must file a statement concerning his ownership of securities 
in each such holding company or subsidiary company and 
all changes in ownership must likewise be reported to the 
Commission. 






































Such a simple listing of the obligations imposed upon holding 
companies and subsidiaries clearly indicates the deterring effect which 
the act necessarily casts upon those companies who may desire to 
joint together in order to accomplish needed research and development 
in the field of atomic electric power. Hence, the general concession 
was forthcoming that the act is not needed to regulate research 
projects in the developing field of nuclear energy and the committee 
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has noted that the basic divergence of opinion has centered about 
whether the exemption should be accomplished by administrative 
rule or exemption orders of the Securities and Exchange Com- 
mission or by legislation which this bill proposes. The committee 
notes that the administrative exemptive possibilities contained in 
section 3 of the Holding Company Act while seemingly flexible are 
not necessarily adaptable to all companies which may desire to 
participate in the reactor program. Moreover, the proposed rule 
issued by the Commission on June 15, 1956, is expressly limited to 
companies owning heat-producing facilities but would not cover 
situations where such companies own both heat-producing facilities 
and generating facilities. The limitations contained in the Holding 
Company Act which cover the Commission’s rules make it doubtful 
that it has sufficient authority to extend the rule to such generating 
facilities. ‘This would seem desirable and necessary in order to keep 
abreast of possible innovations and improvements in prototype 
reactor facilities approved and recommended by the Atomic Energy 
Commission and, ifbo, to promote the organization of atomic power 
projects in one corporation rather than separate ones, i. e., one to 
produce heat and one to use such heat in the generation of electricity. 


DestraBitiry or Tuts Tyrese or LEGISLATION 


The prospective creation of a new source of electric power creates 
new legal problems for those companies which are being encouraged to 
pioneer in the field. The present system of regular controls over con- 
ventional public utilities has been devised to deal with problems of a 
comparatively stabilized power industry. The advent of the new 
technology of nuclear reactors creates novel and unique scientific and 
technical problems accompanied by tremendous development costs, 
economic uncertainty, and substantial risks in the expenditure of 
stockholders’ money. 

Few utility companies are financially situated to assume the entire 
risk of this new undertaking. Some, like Consolidated Edison of 
New York and Commonwealth Edison of Chicago, are in the fortunate 
position to be able to enter the research and development phase of the 
reactor program without any assistance from other groups. However, 
the heavy construction costs, operating and maintenance expenses, 
together with the uncertain risk of possible liability for extensive 
injuries caused by an atomic catastrophe, compels the vast majority 
of public utility companies to spread the costs among other partners, 
comprised of operating utility companies or nonutility companies 
which have no connection with the normal business of generating 
and selling electric power. This combination of risks indicates that 
the organizational pattern, at least during the research and develop- 
ment stage, will consist of a separate corporation in which many 
existing corporations are participating. This will serve not only to 
spread the risks but also to make possible for many, instead of few, to 
learn and master the new nuclear reactor technology. 

As we have observed, ordinarily where two or more companies join 
together in the ownership of a nuclear reactor designed to develop 
electric power and to supply that power for peaceful use, the Holding 
Company Act of 1935 automatically becomes an issue. This for the 
reason that such reactor company would. likely be regarded as an 
“electric utility company” within the present definition of that act. 
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The Holding Company Act imposes regulatory burdens which are 
properly needed for the control of normal public utility operations in 
order to protect the investing public and the consuming public. The 
act was never designed to apply to a situation, such as is involved in 
the research and devedoouaant phase of nuclear reactors, where there 
can be no stock offered to the public nor any competitive power pro- 
duced which will be sold to the public and, importantly, where there 
can be no dollar profits to entice corporate managers to engage in 
activities which lead to monetary abuses. 

The Holding Company Act, therefore, stands at the very threshold 
of this new venture as an impediment and discouragement to some of 
those who are invited to enter the field. 

The act has served a good purpose and will continue so to do. 
However, the tremendous social good that can be accomplished from 
a civilian and military point of view by getting the nuclear reactor 
program off the ground outweighs any remote social good (if indeed 
one exists) which could be accomplished by blind insistence upon its 
application to the research and development phase of the reactor 

rogram. 
" vidence developed during the course of the committee hearings, 
together with other sources of information available to the committee, 
definitely indicates that the Holding Company Act serves as a retard 
to widespread participation in the research and development of atomic 
electric power. 

As we have noted above since the art is still in an uncertain stage, 
full-scale nuclear electric generating facilities will undoubtedly be 
built through cooperative undertakings dictated by industrial pru- 
dence in an effort to spread economic risks because of the many 
uncertainties involved. This prompted William Mitchell, General 
Counsel of the Atomic Energy Commission, for example, to state 
during the course of the committee hearings that— 


short of the situation where there is an absolute legal bar- 
rier, many companies will not wish to embark on such a 
joint venture if, in order to do so, they must become regis- 
tered holding companies. We understand that becoming a 
registered holding company involves SEC control over a 
company’s capital structure and any changes in it, SEC 
control over the acquisition of securities and other assets, 
SEC control over loan transactions, etc., all requiring to a 
greater or lesser degree, the filing of additional reports, par- 
ticipation in hearings, and in general, increased administra- 
tive burdens and decreased flexibility of operation. Repre- 
sentatives of industry have informed us that they view this 
possibility as onerous and significantly discouraging. Indus- 
trials, such as chemical companies, who wish to participate 
in this program, would not normally be subject to the 
Holding Company Act. And, while it is unquestionably true 
that a multitude of utility companies have learned to live 
with the requirements of the Holding Company Act, others 
have spent a good deal of time and effort to divest themselves 
of certain holdings in order to escape its application. The 
Atomic Energy Commission is in no position to evaluate the 
validity of the reasons leading to this latter attitude. But its 
existence has led the Commission to its conclusion that an 
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amendment to the Holding Company Act might well remove 
an obstacle to industrial participation in research and devel- 
opment projects for the nuclear generation of electric power. 
I have pointed out the extent to which the Commission has 
gone in pagcde financial assistance to provide encourage- 
ment; the Holding Company Act appears to present a bar- 
rier which financial assistance will not overcome in all 
instances and which the AEC in moving forward with its 
ch, jen of fostering industrial participation, cannot by 
itself overcome. We are mindful that the Holding Com- 
ae! Act will not impose such a barrier in all cases, but we 

elieve it important that every avenue of encouragement, 
consistent with the public interest, be given to every segment 
of industry ; this, in our view, includes holding open to indus- 
try a method by which every company, no matter what its 
geographical location, its primary business, or its capital 
structure, can participate in a cooperative understanding, in 
order to reduce the economic risks, for the research and 
developmental phases of a nuclear power project without, for 
that reason alone, being subject to the application of the 
Holding Company Act. 


In attempting to meet the problem thus posed and overcoming it, 
the committee desires to emphasize the following pertinent points: 

1. Conventional financing and laws relating to normal utility enter- 
prises, where cost factors are known, are not necessarily adapted to 
the construction and operation of atomic reactor and generating 
facilities. 

2. Because of the magnitude of the funds needed to develop such 
projects, only a slight segment of the public utility industry can afford 
to assume the financial risks and burdens involved. Therefore, joint 
efforts among individual operating utilities and, in some cases, partner- 
ships with nonutility companies are not only needed but desirable in 
order to get the program off the ground and to spread the industrial 
know-how in as wide an orbit as possible. 

3. Commercial production of electric power from atomic sources, 
at costs competitive with conventional sources of power, is not yet at 
hand. Knowledgeable experts prognosticate many years before such 
a goal can be realized. In the meantime, atomic reactor programs in 
the electric generating field must remain on the plateau of research 
and development. The entry of them into the commercial field may 
bring many problems and demand a fresh review of their appropriate 
regulation and control. The fact that commercial production of 
electric power can be achieved only after the expenditures of huge 
sums of money during the course of the years ahead was emphasized 
and reemphasized in the report of the Panel on the Impact of the 
Peaceful Uses of Atomic Energy to the Joint Committee on Atomic 
Energy in January 1956. After considerable study and appraisal of 
all aspects of the development of atomic energy, that special panel 
specifically recommended: 


that the Congress, the American people, and the people of 
the world recognize that large sums of money and years of 
effort must be spent to bring atomic power to a point where 
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it can be used effectively and widely on a competitive basis; 
unless and until voeeaiels and development demonstrate that 
atomic power can be economically feasible, there can be no 
substantia! impact. 


4. There are no dollar profits in the atomic research and develop- 
ment program. Expenditures of stockholders’ money by private 
utility and industrial concerns is justified on the realization of valuable 
scientific and engineering skills and knowledge looking forward to 
the day when som companies will be geared for prompt entry into the 
atomic power field. Ordinary motives of financial gain which usually 
constitute the root of economic and social abuses are absent. 

5. Under the provisions of the Atomic Energy Act of 1954, owner- 
ship of the special nuclear materials, without which reactor facilities 
cannot be operated, is retained in the United States Government. 
Hence, no company owning such reactor facilities can become a law 
unto itself. Additionally, section 105 of the Atomic Energy Act of 
1954 contemplates an intelligent and watchful observation at all times 
of monopoly tendencies in the field of nuclear electric power. 

Assuming but not acknowledging a need for legislation, it was the 
view of the Securities and Exchange Commission that a nonautomatic 
exemption from the act, to be executed administratively by that 
Commission would be desirable. The Atomic Energy Commission 
likewise indicated preference for a nonautomatic exemption. The 
committee, however, has concluded that such a provision might defeat 
the purpose of the bill by substituting one burden for another and 
adding confusion to a field which is not free from uncertainties. 
Such , moran in the opinion of the committee, would subject 
nonprofit atomic reactor organizations and their constituent owners 
to substantially the same administrative and regulatory burdens 
which are deemed fundamentally unnecessary for the research and 
development period which the present bill is devised to remove. 
Moreover, only a statutory exemption would be sufficiently stable to 
secure such confidence as would be needed to justify the long-range 
commitment of substantial funds necessary to group reactor projects 
by the many utility and industrial partners participating therein. 


Retationsuie oF Tuts LeGisLaTion TO THE PROMOTION OF THE 
Common DeEFENSE AND GENERAL WELFARE OF THE PEACE OF 
THE UNITED STATES 


The encouragement of undertakings in the peaceful adaptation of 
atomic energy to the generation of electric power is so closely related 
to the general welfare of all the people of the United States and to our 
national defense needs as to require little elaboration. 

As a compliment to fossil fuels, nuclear electric energy affords a 
long-range hope for low-cost power for many areas of the United States, 
whose economic life has been hampered or retarded by dependence 
upon conventional power generating facilities. Eventually, it offers 
a possibility for tremendous savings to power consumers in all parts 
of the country. The clear policy of the Congress of the United States, 
as embodied in the Atomic Energy Act of 1954, is to foster and promote 
the progress of the industrial papain and utilization of this new 
power source. 





T 


iS; 
at 
no 


»velop- 
private 
uluable 
ard to 
ato the 
usually 


owner- 
cilities 
nment. 
- a law 
Act of 
1 times 


ras the 
omatic 
y that 
nission 
. The 
defeat 
er and 
Linties, 
subject 
owners 
urdens 
*h and 
»move. 
able to 
range 
rojects 
n. 


F THE 
CE OF 


tion of 
related 
to our 


ords a 
States, 
ndence 
_ offers 
| parts 
States, 
“omote 
is new 








AMENDMENTS TO PUBLIC UTILITY HOLDING COMPANY ACT 1] 


It is self-evident that the United States, as the greatest industrial 
power in the world, is dependent upon the generation of electric 
power. Our national life is keyed in many ways to electricity. Our 
principal source of power in many of our highly industrialized areas 
is derived from fossil fuels which necessarily have to be transported 
by rail or water to generating plants throughout the country. In this 
day of intercontinental bombers, an armed conflict would necessarily 
expose our railroads to massive attack. Naval and submarine warfare 
would pose an immediate threat to coastal shipping and harbor facili- 
ties. The consequences of warfare upon our present conventional 
power system are apparent. Vast areas of this country might well 
be made to suffer from an acute power shortage. The only présently 
apparent means of assuring the uninterrupted production of electric 
power in all regions of the country would require the stockpiling of 
enormous amounts of fossil fuels which would involve the expenditure 
of enormous funds from the public Treasury. Large hydrodams 
would stand in little better position than areas served by electricity 
generated from coal or oil. From the standpoint of national defense, 
the development and construction of nuclear powerplants in widely 
seattered areas throughout the country would directly serve to pro- 
mote the national defense and insure the preservation of our industrial 
output in the times of stress and strain. 


Statutory Exemption Dors Not Remove Essentiat REGULATION 


H. R. 9743, in excluding from the provisions of the Holding Com- 
pany Act nonprofit nuclear power research and development organiza- 
tions owning or operating nuclear facilities licensed by the Atomic 
Energy Commission, does not free such organizations from any essen- 
tial governmental regulation. The bill merely relieves such organiza- 
tions of an unessential regulatory burden in order that the totality of 
regulation in this new field may. not become excessive and act as a 
deterrent to contributions to the development of the art. 

The organizations affected by H. R. 9743 are subject to the Atomic 
Energy Act of 1954 and the rules and regulations of the Atomic 
Energy Commission. The fuel supply of special nuclear material is 
not owned but leased by such organizations from the Atomic Energy 
Commission. The continued possession and use of such fuel as a 
licensee under section 104 of the Atomic Energy Act of 1954 is con- 
ditioned upon full compliance with that act and stringent regulations 
of the Commission. Congress, in enacting that section, anticipated 
the burdensome effect of excessive regulation on 104 (b) licensees and 
specifically provided that— 


* * * Tn issuing licenses under this subsection, the Commis- 
sion shall impose the minimum amount of such regulations 
and terms of license as will permit the Commission to fulfill 
its obligations under this chapter * * * 


The rates charged by such organizations for electric energy trans- 
mitted interstate will be subject to the jurisdiction of the Federal 
Power Commission. When the energy produced by nuclear facilities 
is transmitted intrastate, the rates charged will be subject to the juris- 
diction of State utility regulatory agencies. The organizations will 
also in all other respects be subject to the jurisdiction of State utility 
agencies. 
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The issuance of securities by such organizations is subject to the 
provisions of the Securities Act of 1935 and the Securities and Ex- 
change Act of 1934. The regulatory protection provided by those 
acts is in no way minimized by S. 2643. 

Moreover, any presently registered holding company or subsidiary 
thereof would continue under SEC supervision and regulation even 
though a participant in the ownership of a reactor facility. Addi- 
tionally, all other pertinent Federal statutes, including antitrust and 
monopoly laws, would be applicable to organizations exempt from the 
Holding Company Act by virtue of this statute. 


CoNCLUSION 


In recommending the enactment of the substitute bill, the commit- 
tee desires to emphasize that the exemption thus created is designed to 
apply to a reactor facility while such facility is being used primarily 
for research and development only. Indeed, this is the only stage 
which we have achieved under the Atomic Energy Commission pro- 
gram to date. We are mindful of the fact that the long-range ob- 
jective of that program is to provide relatively low-cost nuclear power 
for the United States as well as friendly foreign countries but, for the 
moment and in the foreseeable future, the nuclear power reactors 
which will be constructed under licenses issued by the Commission 
will be built and used to gain operating experience and to obtain 
valuable and needed information on manufacturing and operating 
costs. 

It is the view of the committee that when any of the reactor facilities 
constructed on a prototype basis are no longer operated primarily for 
research and development purposes, the need for any special considera- 
tion is ended and the time is then at hand for such facilities to be 
considered and treated by the Securities and Exchange Commission 
under all provisions of the Holding Company Act if the Commission 
believes they are applicable. When the time arrives when reactors 
can be built and operated as economically as competitive powerplants, 
they should be subject to such regulation as the public interest 
demands of any other generating facility. Thus, when the long-range 
objective of the reactor program is achieved and any reactor facility 
can be considered as capable of producing electric energy upon a 
competitive basis with other power facilities, it should take its place 
in the normal utility company pattern and be subject to regulation 
and control under those Federal and State laws which are designed to 
protect consumers and investors alike. The committee, therefore, 
wishes to make it plain that this legislation is not designed to confer 
upon a reactor facility an immunity from the Holding Company Act 
extending beyond its function as a research project nor is its purpose 
one to confer upon a proven reactor facility a special status which 
cannot be enjoyed by conventional power facilities. 


SuMMARY OF BILL 


For the sake of convenient reference a brief summary of the bill, 
H. R. 9743, as amended, follows: 

The policy statement has been changed to limit it to encouragement 
of widespread industrial participation in research and development 
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projects to achieve practical protection of electric energy from atomic 
materials. 

The purpose clause is restated so as to conform it solely to the en- 
couragement of cooperative efforts in the field of research and devel- 
opment of atomic reactor projects without subjecting such under- 
takings to regulation under the Holding Company Act. 

The definition of “electric utility company” as set forth in section 
2 (a) (3) of the Holding Company Act is modified so as to grant an 
automatic exemption from the act to nonprofit organizations operating 
atomic reactor facilities under noncommercial licenses from the Atomic 
Ene Commission for so long as such facilities are primarily de- 
voted to research and development. It provides that such company 
shall own or operate no transmission facilities other than a transmis- 
sion substation and related facilities adjacent to its generating plant 
This latter qualification avoids the possibility of construing the 
exemption to apply to a power transmission company. It simply 
means that the exempt facilities would be appropriately cut off at the 
busbar. Thus, a single company could own and operate generating 
facilities as well as heat producing facilities but not such transmission 
facilities which would permit it to sell power directly to the public. 

It is also provided that the applicability of the statutory exclusion 
shall be terminated 30 days after issuance of an order by the AEC 
declaring that the facility is no longer being used primarily for research 
and development. Proceedings for this determination shall be initi- 
ated by either the AEC, the SEC, or any interested person and will 
be taken under the provisions of the Atomic Energy Act of 1954 which 
relate to issuance, revocation, or suspension of licenses (ch. 16). Pro- 
vision for termination is necessary since AEC advises that once non- 
commercial licenses are issued they may never be changed over to 
commercial licenses even though the reactor facility is no longer pri- 
marily in a research stage. Such termination proceedings are subject 
to notice, hearing, and other requirements of due process as well as 
judicial review. 

Finally, the section of the original bill dealing with applicability of 
all other laws administered by the SEC has been broadened to make 
applicable all other pertinent Federal laws, such as the antitrust acts, 
or regulations and rules thereunder. 


SEcTIONAL ANALYSIS 


A sectional analysis of the bill as reported follows: 


SECTION 2 


This section states the purpose of the act to be the permissive coop- 
eration in atomic reactor demonstration projects of persons engaged in 
industry, commerce, engineering and het services and utilities, by 
uniting for cooperative efforts in the research and development stage 
of the atomic reactor program without thereby becoming subject to the 
Holding Company Ket solely by reason of participation in such 
project. 
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SECTION 3 






Section 3 modifies the definition of electric utility company as con- 
tained in section 2 (a) (3) of the Holding Company Act so as to pro- 
vide that no company organized on a nonprofit basis shall be deemed 
to be an electric utility company if its only connection with the genera- 
tion or transmission of electric energy for sale is its ownership or opera- 
tion of atomic reactor facilities licensed under section 104 of the Atomic 
Energy Act of 1954 for research and development purposes and such 
company owns or operates transmission facilities other than a trans- 
mission substation and related facilities adjacent to its generating 
plant. Provision is made for termination of the applicability of this 
exclusion from the Holding Company Act 30 days after issuance of an 
order by the Atomic Energy Commission declaring that the facility 
is no loneer being primarily used for research and development. This 
section also provides for the initiation of proceedings for such an order 
by either the Atomic Energy Commission, the Securities and Exchange 
Commission, or any interested person, under chapter 16 of the Atomic 
Energy Act of 1954 which relates to issuance, revocation, or suspension 
of licenses. Thus, the exemption from the act is limited to a non- 
profit organization owning or operating reactor facilities licensed for 
noncommercial research and development purposes, and which owns 
no transmission facilities except a transmission substation and related 
facilities adjacent to its generating plant. The exemption is termi- 
nable upon order issued by the Atomic Energy Commission declaring 
that the reactor facility is no longer devoted to research and develop- 
ment. 
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SECTION 4 








This section provides that nothing in the act is to be construed as 
conferring immunity upon any exempt person from the obligations 
or liabilities to which it is otherwise subject under any provision of 
the Holding Company Act, the Securities Act of 1933, the Securities 
Exchange Act of 1934, or any other Federal statute or rules, regula- 
tions, and orders validly issued under any such acts. 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XTIT of the Rules of the House 
of Representatives, changes in existing law made by the bill aecom- 
panying this report are shown as follows (new matter is printed in 
italics): 

DEFINITIONS 


Sec. 2. (a) When used in this title, unless the context otherwise 
requires— 

(1) ‘‘Person’’ means an individual or company. 

(2) “Company” means a corporation, a partnership, an associa- 
tion, a joint-stock company, a business trust, or an organized group 
of persons, whether incorporated or not; or any receiver, trustee, or 
other liquidating agent of any of the foregoing in his capacity as 
such. 

(3) “Electric utility company” means any company which owns 
or operates facilities used for the generation, transmission, or dis- 
tribution of electric energy for sale, other than sale to tenants or 
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employees of the company operating such facilities for their own use 
and not for resale. The Commission, upon application, shall by 
order declare a company operating any such facilities not to be an 
electric utility company if the Commission finds that (A) such com- 
any is primarily engaged in one or more businesses other than the 
nusiness of an electric utility company, and by reason of the small 
amount of electric energy sold by such company it is not necessary 
in the public interest or for the protection of investors or consumers 
that such company be considered an electric utility company for the 
purposes of this title, or (B) such company is one operating within 
a single State, and substantially all of its outstanding securities are 
owned directly or indirectly by another company to which such oper- 
ating company sells or furnishes electric energy which it generates; 
such other company uses and does not resell such electric energy, is 
engaged primarily in manufacturing (other than the manufacturing 
of electric energy or gas) and is not controlled by any other company; 
and by reason of the small amount of electric energy sold or furnished 
by such operating company to other persons it is not necessary in the 
public interest or for the protection of investors or consumers that it 
be considered an electric utility company for the purposes of this 
title. The filing of an application hereunder in good faith shall 
exempt such company (and the owner of the facilities operated by 
such company) from the application of this paragraph until the 
Commission has acted upon such application. As a condition to the 
entry of any such order, and as a part thereof, the Commission may 
require application to be made periodically for a renewal of such 
onli, and may require the filing of such periodic or special reports 
regarding the business of the company as the Commission may find 
necessary or appropriate to insure that such company continues to 
be entitled to such exemption during the period for which such order 
is effective. ‘The Commission, upon its own motion or upon applica- 
tion, shall revoke such order whenever it finds that the conditions 
specified in clause (A) or (B) are not satisfied in the case of such 
company. Anv action of the Commission under the preceding sen- 
tence shall be by order. Application under this paragraph may be 
made by the company in respect of which the order is to be issued or 
by the owner of the facilities operated by such company. Any order 
issued under this paragraph shall apply equally to such company and 
such owner. ‘The Commission may by rules or regulations condi- 
tionally or unconditionally provide that any specified class or classes 
of companies which it determines to satisfy the conditions specified 
in clause (A) or (B), and the owners of the facilities operated by 
such companies, shall not be deemed electric utility companies within 
the meaning of this paragraph. No company shall be deemed to be an 
electric utility company within the meaning of this section if it is a non- 
profit organization and its only connection with the generation or trans- 
mission of electric energy for sale is the ownership or operation in whole 
or in part, directly or indirectly, of facilities used for such generation or 
transmission when (1) the sole or primary source of the energy upon 
which the generation depends, except for any standby source of energy 


for generation, is a facility licensed for research and development pur- 


poses under section 104 of the Atomie Energy Act of 1954, as amended, 
and (2) such company owns or operates no transmission facilities other 
than a transmission substation and related facilities adjacent to its gen- 
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— plant: Provided, That thirty days after the issuance of an order 
of declaration by the Atomic Energy Commission declaring that the facil- 
ity which is the sole or te source of the energy upon which the 
generation depends is no longer being used primarily for the purpose of 
research and development, the foregoing qualification of the definition of 
an electric utility company shall not be applicable to any such company. 
Proceedings for such an order of declaration shall be initiated the 
Atomic Energy Commission on its own motion, or on application of the 
Commission, or on application of any person whose wterests may be 
affected, and shall be conducted in accordance with the procedures then 
applicable under chapter 16 of the Atomic Energy Act of 1954, as 
amended, for the conduct of proceedings for the granting, suspending, 
revoking, or amending of licenses. 
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uLy 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. DvuruaM, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


(To accompany H. R. 12215] 


The Joint Committee on Atomic Energy, having considered the 
subject of various problems relating to the Atomic Energy Commission 
and the Atomic Energy Act of 1954, report favorably on an original 
committee bill, H. R. 12215, and recommend that the bill do pass. 
This bill takes care of many minor problems on which it has been 
found necessary or desirable to have legislative action in order to 
clear up minor points of difficulties in the operations of the Atomic 
Energy Commission. 

The original statement of the Atomic Energy Commission on the 
bill, as proposed, and comments of the Atomic Energy Commission 
on the bill are annexed to the last. There is also annexed the letter 
of the Department of Defense requesting the amendment taken in 
section 14 and a letter from the Central Intelligence Agency supporting 
this request. 

SECTION-BY-SECTION ANALYSIS 


Section 1 modifies the definition of ‘United States” specifically 
to include Puerto Rico and eliminate any question or doubt that it is 
covered by the Atomic Energy Act of 1954. 

Sectior 2 and section 3 together, amend section 31 a. of the Atomic 
Energy Act of 1954 and add a new section 31 b. These sections are 
designed to give the Commission authority to engage in training pro- 
grams. In addition, they give the Commission the authority to make 
grants to universities om hospitals for educational and traini 
activities which are related to the fields of research in section 31 a. an 
also to permit the Commission to make contributions to the cost of 
construction and operation of reactors which are used for educational 
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and training activities. These grants of course can be made to col- 
leges which are using reactors which have already been built as well as 
reactors which are built in the future. Such reactors can include 
food-sterlilzation reactors and other types of facilities on which uni- 
versities and colleges may be doing research. In making grarts and 
contributions on reactors, such reactors could produce power at 
universities where their primary purpose is for training and research 
and development purposes. 

Section 4 amends the general powers conferred on the Commission 
by section 161 of the Atomic Energy Act of 1954 by adding a new sub- 
section giving it authority to gravt easements of land over which the 
Commission has jurisdiction and control. This language is identical 
with the authority the Secretary of the Army has for Army lands. 

Section 5 amends section 182 of the Atomic Energy Act of 1954 to 
require applications and statements in connection with licenses to be 
in writing ana signed by the applicant or licensee. The applications 
for, and statements made in connection with, sections 103 and 104 are 
required to be made under oath or affirmation. The Commission is 
authorized to require ary other application and statement to be made 
unaer oath or affirmation. However, this authority is not required 
to be used in all instances. 

Section 6 amends the enforcement chapter of the Atomic Energy 
Act of 1954 to provide two new criminal sections: Section 229—Tres- 
pass Upon Commission Installations; and Section 230—Photographing 
of Commission Installations. Under section 229, the Commission is 
given specific authority to issue regulations relating to the entry upon 
or carrying, transporting, or introducing any dangerous weapon or 
material into or upon any facility or installation subject to the admin- 
istration, jurisdiction or in the custody of the Commission. Such prop- 
erty can be both property in which the title is in the United States 
or property which is lowied by the United States for use of the Com- 
mission. It does not extend to contractor-owned property. The 
regulations are required to be posted conspicuously at the site in- 
voleed. Violation of the regulations on open rangeland can be 
punishable by a fine of not more than $1,000. Violation of an enclosed 
property can be subject to a fine of $5,000 or imprisonment of not 
more than 1 year. ‘This authority is not intended to be used at 
residential or commercial land sites, but only at sites which are directly 
employed by the Commission in the atomic energy program. 

Section 230, with respect to the photographing of plants, is a pro- 
hibition against photographing installations while on property subject 
to the control of the Commission, and those which the President has 
found in the interest of the common defense should not be photo- 
graphed for general distribution. In order to obtain any such photo- 

aph, the Commission must first give its assent and the picture must 
* submitted to the Commission immediately for inspection. In addi- 
tion, it is forbidden to use any aircraft to take a picture of any such 
installation. 

Section 7 makes conforming changes for section 6. 

Section 8 gives jurisdiction of all Los Alamos land to the Commis- 
sion. Previously jurisdiction over this land has been split between 
the Commission and the Departments of the Interior and Agriculture. 

Section 9 transfers jurisdiction of the Weldon Springs site to the 
Atomic Energy Commission from the Department of the Army. It 
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retains a right to have the land returned to the Army if the Commis- 
sion no longer needs the land for its purposes. 

Section 10 retrocedes the exclusive jurisdiction at the Paducah site 
to the State of Kentucky. 

Sections 11 and 12 make perfecting amendments to sections 101 
and 103 of the Atomic Energy Act of 1954, by adding “use” as one of 
the activities for which facilities license is required. This has been 
implicit in the language and operation of the statute. 

Section 13 makes a perfecting amendment to section 103 d. in 
forbidding the issuance of a facility license to an “alien’’ as well as 
any corporation owned by an alien. 

Section 14: This section amends section 143 of the Atomic Energy 
Act of 1954 which gives the Department of Defense authority to clear 
its personnel to receive restricted data without requiring the full field 
check and a “Q” clearance by the Commission. The Department of 
Defense has asked that the authority be extended to permit its per- 
sonnel to discuss restricted data with any other person authorized to 
receive restricted data. Without this amendment the Department 
of Defense personnel can discuss restricted data with Atomic Energy 
Commission personnel without a “Q” clearance but needs a “Q” 
clearance if it has to discuss this identical information with any other 
agency of the Government, such as the Maritime Commission. 


Aromic Enercy ComMIssIon 
DISCUSSION OF LEGISLATIVE PROPOSALS 


Amendment to section 11 u. 


Section 11 u. of the Atomic Energy Act of 1954 defines the term 
“United States” when used in a geographic sense as including all 
Territories and possessions of the United States and the Canal Zone. 
The Commission believes that the provisions of the Atomic Energy 
Act of 1954 are as applicable within Puerto Rico as within any of the 
48 States. For this reason the proposed amendment would not in 
the Commission’s opinion change the existing law. However, the 
Commission believes that an amendment to section 11 u. of the act 
to include Puerto Rico expressly in the term ‘United States’’ is 
desirable for purposes of clarification. For example, the adoption of 
the amendment would appear to remove any possible basis for defense 
against a criminal prosecution under the act on the ground that the 
act does not apply within Puerto Rico. 


Section 2-3. Assistance to universities for training nuclear scientists 
and engineers 

This amendment is proposed to clarify the authority of the Com- 
mission to meet a critical shortage in the atomic energy program— 
the shortage of trained scientists and engineers. At present the 
Commission is doing everything possible within its existing statutory 
owers to help our educational institutions alleviate this shortage. 
n addition to on-the-job training for Commission and contractor 
personrl, it is conducting the Oak Ridge and Argonne schools of 
reactor technology, and it is now negotiating contracts with two 
universities for courses which will supplement training given at 
Argonne. It is planning an expanded fellowship program. It. has 
offered to waive fuel use charges to assist universities in acquiring 
research reactors and subcritical assemblies. 
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In order to assure the availability of an adequate supply of trained 
people, and to enable American universities to assume their proper 
role in the provision of such training, it is necessary that the univer- 
sities obtain promptly the facilities needed for adequate training in 
nuclear work. Presently only two universities have operating 
reactors, very few have one or more of such other facilities as sub- 
critical assemblies, heat transfer loops, metallurgical equipment 
suitable for working with uranium and thorium, hot caves for work 
with highly radioactive materials, etc. None have the complete 
facilities which we believe to be necessary adequately to train engi- 
neers to work in the atomic energy industry. In view of the expense 
of such facilities and the urgency of the demand for a rapidly increased 
rate of training, the Commission desires authority to contribute to 
accredited educational institutions part of the cost of acquisition of 
the facilities of the type eendiaent, It is hoped that once private 
educational institutions have become equipped with the needed 
facilities, it will no longer be necessary for the Commission to continue 
the conduct of its teaching programs at Oak Ridge and Argonne. 

While the obtaining of an adequate number of trained scientists and 
engineers is essential to the realization of the statutory policy of the 
United States that “the development, use and control of atomic energy 
shall be directed so as to promote world peace, improve the general 
welfare, increase the standard of living, and strengthen free competi- 
tion in private enterprise” (Atomic Energy Act of 1954, sec. 1 b), the 
present act does not clearly appear to confer authority to make grants 
to assist universities in obtaining facilities needed for educational and 
training purposes. 

Aca y, legislation is proposed which will— 

(a) Clarify the Commission’s authority to make arrangements 
for education and training in fields specifically enumerated in 
Section 31 a., and 

(6) Expressly authorize the Commission to make grants and 
contributions to the cost of reactors and other equipment for 
this purpose. 

Since such contributions would be expressly authorized by section 31, 
they would be excepted from the prohibitions of section 169 against 
payments of the cost of construction of a licensed facility. 


Section 4. Authority to grant easements for nonprogrammatic purposes 


The Secretary of the Army has general authority to grant easements 
over acquired or public lands upon such terms and conditions satis- 
factory to him when such a grant would not be incompatible with the 
public interest (43 U. S. C. 931 (b)). 

The Commission has no comparable authority although the acquired 
public lands under its control exceed 1,600,000 acres. At present the 
Commission’s authority is limited to ibang of easements (1) that serve 
& programmatic purpose; or (2) which are authorized by general legis- 
lation for a specific purpose, such as title 43, United States Code 931 
(c), which authorizes easements over public lands to States and other 
municipalities for public works. 

The Commission is, therefore, unable to grant easements in cases 
where there is no program justification for it, even though the purpose 
to be accomplished is worthwhile and not con to public interest. 
To correct this situation authority comparable to that of the Secretary 
of the Army is being requested. 
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Section 5. Deleting the requirement of making license applications under 
oath or affirmation 

In view of the provisions of title 18, United States Code, section 
1001, which makes it a criminal offense to make a willfully false state- 
ment or representation to any department or agency of the United 
States as to any matter within its jurisdiction, the requirement in 
section 182a of the 1954 act that all applications for licenses and state- 
ments in connection therewith shall 4 signed by the applicant or li- 
censee under oath or affirmation is an imposition of an unnecessary and 
inconvenient requirement on applicants and licensees. 


Sections 6 and 7. Trespassing and photographing amendments 

Section 5 would amend chapter 18 of the Atomic Energy Act of 
1954 by adding new sections 229 and 230. Section 229 would make it 
& misdemeanor to trespass upon any Commission property that the 
Commission by regulation has designated as a restricted area, or to 
introduce weapons, explosives, or other dangerous items onto any 
Commission property that the Commission by regulation has desig- 
nated as a prohibited area. Notice of such regulations must be 
conspicuously and appropriately posted. 

This proposal is designed to supplement, from the security view- 
point, other Federal statutes protecting against espionage, sabotage, 
or depredation of Government property. It would give the Commis- 
sion useful standby authority that it does not now have for dealing 
with these types of problems. For example, it would be quite useful 
in furnishing a sound legal basis for prosecuting trespassers on Com- 
mission property in the absence of any Federal trespass statute of 
general applicability. 

Section 230, which is patterned after sections 795 and 796 of title 
18 of the United States Code, would oo the unauthorized photo- 
graphing or sketching of AEC installations, facilities, and equipment 

esignated by the Commission as requiring protection for this pur- 
pose. At the present time there are no statutory prohibitions against 
photographing or sketching of AEC installations, facilities, or their 
components unless such acts are of the sort which fall within the 
coverage of the espionage laws. The Commission believes that the 
authority to enforce prohibitions against unauthorized photographing 
of AEC installations, facilities, and equipment of security significance 
is necessary in the discharge of its security responsibilities. 

The Commission has sought these trespassing and photographing 
amendments in previous sessions of Congress. The most recent re- 
quest was in 1954 when these items were included in the miscellaneous 
amendments that the Commission asked to be included in the 1954 
bill. In the 1954 hearings the Commission stated that it held no 
special brief for including the trespassing and photographing amend- 
ments in the 1954 bill if the result could be achieved by amending 
other statutes, but expressed the hope that their substance could be 
incorporated in legislation during that session of Congress. The 
amendments were not included in the bill, and no other legislation 
was adopted that took care of the Commission request. 

Section 7 would amend section 231 to make it clear that the enact- 
ment of sections 229 and 230 (the trespass and photographing amend- 
ments discussed in the next paragraphs) is not intended to exclude 
the applicable provisions of any other laws, such as the espionage 
statutes; 
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Section 8. Transfer to Atomic Energy Commission of administrative 
control over lands within Los Alamos County that are now under 
a jurisdiction of the Forest Service and the Department of the 
nterior 


Section 8 provides for the transfer to AEC of administrative control 
over all lands within the Los Alamos project. 

The Los Alamos project as presently constituted is comprised 
wholly of Government-owned lands and is conterminous with the 
boundaries of Los Alamos County, N. Mex. The project consists of 
(a) public-domain lands reserved by the President as part of the 
Santa Fe National Forest, (6) land within the Ramon Vigil grant, 
and (c) scattered tracts formerly owned by private parties and con- 
demned or purchased by the Manhattan Engineer District. The total 
acreage is approximately 70,800 acres. The Commission occupies 
this land by virtue of a memorandum of understanding, and supple- 
ments thereto, between the Department of Agriculture and the Man- 
hattan Engineer District, subsequently superseded by a memorandum 
of understanding between the Department of Agriculture and the 
AEC; withdrawal orders pertaining to public lands issued by the 
Secretary of the Interior; and Executive Order 9816, issued on De- 
cember 31, 1946, which ordered transfer to the AEC, among other 
things, of property real or personal, tangible or intangible, owned by 
or in the possession, custody or control of the Manhattan Engineer 
District. Because of the manner in which the various parcels of land 
comprising the Los Alamos project were acquired, the extent of the 
Commission’s authority to use or dispose of such land is uncertain. 
Section 7 is designed to eliminate such uncertainty and to transfer 
administrative control over these lands to the Commission for such 
use or disposition as may be necessary to carry out the Commission's 
program. 

he reasons for transfer of administrative control as recommended 
are as follows: 

(a) The Los Alamos project now has the status of a permanent 
AEC installation rather than a temporary military project. The 
total current investment of the Commission in plants and facili- 
ties at Los Alamos is approximately $205 million. Many millions 
of dollars have been spent in the construction of plants and facili- 
ties on lands which are used and oceupied by the Commission but 
are, nevertheless, still under the primary jurisdiction of other 
Government agencies. The size of the Commission’s investment 
illustrates the primary interest which the Commission has in this 
land and, therefore, the desirability of securing the transfer of 
complete administrative control over such land to the Commis- 
sion. 

(b) Further, in connection with its program of assuring neces- 
sary community facilities and services, the Commission has been 
unable to grant long-term leases or to sell land to concessionaires, 
churches, and other private groups and organizations except in 
the case of lands acquired by the Manhattan Engineer District by 
condemnation or purchase. The ability of the Commission to 
grant long-term leases or to make sales of particular parcels of 
land as required for community purposes should not be dependent 
upon such fortuitous circumstances as the manner in which the 

particular parcel of land was acquired. 
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It should be emphasized that title to all the land within Los Alamos 
County is already in the United States. The effect of the transfer, 
therefore, would be to assign full administrative control over the area 
to the Commission as the Federal agency with the most direct concern 
with its administration and at the same time to eliminate questions 
concerning the validity of long-term leases or sales which the Com- 
mission might make in carrying out its responsibilities. 

— 9. Transfer of jurisdiction over Weldon Spring from DOD to 

The Commission has approved the selection of a 200-acre tract of 
the Weldon Spring Ordnance Works, Weldon Spring, Mo., as the site 
of a new feed-material facility. 

At that time permanent transfer of custody and control of the site 
from the Department of the Army to the AEC was contemplated. 
Subsequently the Department of the Army determined that the 200 
acre site was not excess to the requirements of the Army and therefore 
under existing statutes a permanent transfer to the AEC could not be 
accomplished. The Secretary of the Army has, however, granted the 
AEC permission to use the property constituting this site, and suggested 
that special legislation be sought which authorizes the transfer of this 
property to the AEC with the qualification that the property be re- 
turned to the Department of the Army when it was no longer required 
by the AEC. 

Construction of the feed-material facility has been started on the 
basis of possession under the use permit. The proposed legislation is 
desirable to provide adequate AEC control over the site of the new 
facility which will be a permanent integral part of the production 
program and which will cost approximately $30 million. 


Section 10. Relinquishment of exclusive Federal jurisdiction over certain 
lands within the Paducah project 

The Commission’s project near Paducah, Ky., is located on approxi- 
mately 1,300 acres of federally owned land in McCracken County. 
Part of this area was formerly used for the Kentucky Ordnance Works. 
Prior to the Commission’s obtaining control over this area, the 
Government had obtained exclusive Federal jurisdiction over approxi- 
mately 100 acres of the area. The Federal Government has not 
obtained exclusive jurisdiction over the remainder of the area in the 
manner provided by the Act of February 1, 1940, title 40, United 
States Code section 255. In spite of this, Kentucky State officials, 
relying on State statutes, have expressed the view that mere acquisi- 
tion by the United States of the balance of the area operated to 
transfer exclusive jurisdiction to the United States. This situation 
has created some confusion in the enforcement of State law. The 
Commission has found at most of its projects that it is more desirable 
hot to acquire exclusive Federal jurisdiction. State law then applies 
to these projects and they are enforced by employees deputized by 
the State. Accordingly, in order to place all the land at the Paduc 
project on a uniform basis, it is recommended that the small acreage 
under exclusive Federal jurisdiction be retroceded to the State of 
Kentucky. In order to remove any doubt as to the jurisdictional 
status of the balance of the project, it is also recommended that the 
act retroceding the small acreage specifically retrocede to the State 
all exclusive jurisdiction the United States may have acquired in 
any of the property comprising the Paducah project. 
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Unrtep States Atomic Enercy Commission, 
Washington, D. C., July 10, 1956. 
Hon. Curnton P, ANDERSON, 
hairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANDERSON: This is in response to a letter to me 
from Mr. James T. Ramey, dated July 7, 1956, forwarding a copy of 
the omnibus bill as reported by the Subcommittee on islation to 
the full committee. Mr. Ramey indicated that the full Joint Com- 
mittee would be considering this proposed legislation on July 10, 1956, 
and requested that the Commission provide the committee with an 
expression of its position on the legislation by that time. Except to 
the extent indicated by the following comments, the Commission 
favors enactment of the ominbus bill in its present form. 

Section 3 of the bill would add a new subsection 31 b to the act to 
authorize the Commission to make grants and contributions to the cost 
of construction and operation of various facilities by certain institu- 
tions for educational and training activities. We construe this lan- 
guage as authorizing the Commission to make contributions of equip- 
ment to the institutions specified. Subject to the accuracy of this 
construction, we also favor the enactment of the amendment in its 
present form. 

Section 11 of the bill provides an amendment to section 101 of the 
act which the Commission does not believe is needed. By regulation 
the Commission has prohibited the “use” of any production or utiliza- 
tion facility “except as authorized by a license issued by the Com- 
mission”’ (sec. 50.10, pt. 50,10 CFR). We believe that the Commis- 
sion has authority to adopt such a provision under the various provi- 
sions contained in sections 101, 103, 104, and 106 of the act when 
read together with the rulemaking authority vested in the Commis- 
sion by section 161 (b) (i) and (q) of the act. This enumeration is 
not, of course, intended to be exclusive. We would also like to call 
your attention to the fact that the addition of the word “use” to 
section 101 would seem to expand very substantially the applicability 
of section 222. For example, if a facility licensee were to use a 
facility in any manner constituting a violation of any of the Com- 
mission’s regulations, the effect of the proposed amendment would 
seem to make the violation an offense under section 222. 

Consequently, the Commission does not favor the amendment 
salginal in section 11 of the bill. However, if you conclude that the 
word “‘use” should be added to section 101, we suggest that you con- 
sider also the addition of the word to sections 57 (a) 1, 62, and 81. 
On the other hand, if you conclude that “use” should not be added 
to section 101, it should similarly not be added to section 103a as 
provided for in section 12 of the bill. 

Finally, we should like to point out that the amendment proposed 
by section 13 of the bill provides for the insertion of the word “any” 
which duplicates a word already in section 103 d. of the act. 


Sincerely yours, 
K. E. Fietps, General Manager. 








Sa Fs 2. ew SS 


ion] 


” 








AMEND ATOMIC ENERGY ACT OF 1954, AS AMENDED 9 


Orrice oF THE AssISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND Pusiic AFFAIRS, 
Washington, D. C., June 27, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 
Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend the Atomic Energy Act of 1954. 
This proposal is a part of the Department of Defense legislative 
program for 1956, and the Bureau of the Budget has advised that it 
would have no objection to its submission to the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to amend section 143 
of the Keetats Energy Act of 1954 (68 Stat. 919), which deals with 
“Department of Defense Participation”, by inserting immediately 
before the words “to permit any employee” the phrase “‘or any other 
person authorized access to Restricted Data by the Commission under 
the provisions of Section 145 b”’. 

Experience gained in the implementation of the Atomic Energy 
Act of 1954 has revealed a problem with respect to security clearances 
which is not susceptible to administrative resolution by the Depart- 
ment of Defense and the Atomic Energy Commission. This Depart- 
ment believes that revision of the law, relating to this matter, is 
required in order for the Department of Defense effectively to carry 
out its responsibilities under the act. The specific problem is the 
requirement for dual clearances for Department of Defense personnel 
who must exchange restricted data with personnel of agencies other 
than the Atomic fucegs Commission or the Department of Defense. 
This provision for double clearance is cumbersome and unrealistic, and 
no benefit from it has been demonstrated commensurate to the time 
and expense which it necessitates. Furthermore, the 1954 amend- 
ments to the act had, as one purpose, the elimination of just this sort 
of dual clearance. This amendment will specifically eliminate the 
present need for an Atomic Energy Commission clearance for De- 

artment of Defense personnel in addition to their Department of 
efense clearance if there is a need for the exchange of restricted 
data. 

It is believed that aside from this department, enactment of the 
proposal will facilitate the operations of the Atomic Energy Commis- 
sion, the Central Intelligence Agency, and the National Advisory 
Committee for Aeronautics, and it is understood that those agencies 
support its enactment. 

Sincerely yours, 
Ricuarp A. BuppEke, 
Director, Legislative Programs. 


CentTraL INTELLIGENCE AGENCY, 
Washington, D. C., July 11, 1956. 


Hon. Curnton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, 
Washington, D. C. 
Dear Mr. Caairman: The Department of Defense recently 
proposed an amendment to section 143 of the Atomic Energy Act of 
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1954, which has been referred to the Joint Committee on Atomic 
Energy. This amendment was submitted with the concurrence of 
the Atomic Energy Commission, the Central Intelligence Agency, 
and other interested agencies, and its transmittal to the Congress 
was approved by the Bureau of the Budget. 

The effect of this amendment would be to permit the exchange of 
restricted data between “Q”’ cleared onnel of the Government 
and personnel of the Department of Defense who are not “Q” cleared, 
but who have been authorized access to restricted data under the 
certification process provided for under the present language of 
section 143. Under the present language of that section, the exchange 
of restricted data may only take place between “Q” cleared personnel 
of the Atomic Energy Commission or of its contractors or licenses 
and certified personnel of the Department of Defense. 

I am writing to express the deep interest of this Agency in the 
amendment which has been proposed by the Department of Defense. 
Under the present language and interpretation of section 143, “Q” 
cleared personnel of this Agency are not permitted to exchange re- 
stricted data with certified personnel of the Department of Defense. 
This is causing serious administrative problems. As you know, a 
‘arge number of employees of this Agency are ‘‘Q” cleared, and must 
deal on a daily basis with representatives of other agencies who are 
authorized access to restricted data. It is impossible, however, for 
our employees to exchange such data directly with Department of 
Defense personnel unless the latter have also been “Q” cleared, 
The Department of Defense, under the existing authority of section 
143, is using the certification process almost exclusively, in lieu of 
“Q” clearances. ‘hus the problem of the exchange of restricted data 
is becoming more acute every day, as the number of “Q” cleared 
Department of Defense personnel with which this Agency can deal 
becomes smaller and smaller. 

The enactment of the amendment proposed by the Department of 
Defense would solve this problem insofar as this Agency is concerned, 
and would be of immeasurable assistance to us in carrying out our 
responsibilities relative to intelligence in the atomic energy field. 
I strongly urge that favorable action be taken on this amendment 
during the present session of the 84th Congress. 

Sincerely, 
ALLEN W. Duttzs, Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics) : 

Saokee** * 

“Tu. The term ‘United States’, when used in a geographical sense, 
includes all Territories and possessions of the United States, and the 
Canal Zone.] 

“yu. The term ‘United States’ when used in a geographical sense in- 
cludes all Territories and possessions of the United States, the Canal 
Zone and Puerto Rico.” 
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“Sec. 31. Researcn AssistTaNce.— 

“a. The Commission is directed to exercise its powers in such man- 
ner as to insure the continued conduct of research and development 
and training activities in the fie'ds specified below, by private or public 
institutions or persons, and to assist in the acquisition of an ever- 
expanding fund of theoretical and practical knowledge in such fields. 
To this end the Commission is authorized and directed to make 
arrangements (including contracts, agreements, and loans) for the 
conduct of research and aiveleranies activities relating to— 

(1) nuclear processes; 

(2) the theory and production of atomic energy, including 
processes, materials, and devices related to such production; 

“(3) utilization of special nuclear material and radioactive 
material for medical, biological, agricultural, health, or military 
purposes; 

“(4) utilization of special nuclear material, atomic energy, and 
radioactive material and processes entailed in the utilization or 
production of atomic energy or such material for all other pur- 
poses, including industrial uses, the generation of usable energy, 
and the demonstration of the practical value of utilization or pro- 
duction facilities for industrial or commercial purposes; and 

“(5) the protection of health and the promotion of safety 
during research and production activities. 

“b. The Commission is further authorized to make grants and con- 
tributions to the cost of construction and operation of reactors and other 
facilities and other equipment to colleges, universities, hospitals, and 
eleemosynary or charitable institutions for the conduct of educational 
and training activities relating to the fields in subsection a.” 

[‘‘b.] c. The Commission may (1) make arrangements pursuant to 
this section, without regard to the provisions of section 3709 of the 
Revised Statutes, as amended, upon certification by the Commission 
that such action is necessary in the interest of the common defense 
and security, or upon a showing by the Commission that advertising 
is not reasonably practicable; (2) make partial and advance payments 
under such arrangements; and (3) make available for use in connection 
therewith such of its equipment and facilities as it may deem desirable. 

[‘‘c.] d. The arrangements made pursuant to this section shall 
contain such provisions (1) to protect health, (2) to minimize danger 
to life or property, and (3) to require the reporting and to permit the 
inspection of work performed thereunder, as the Commission may 
determine. No such arrangement shall contain any provisions or 
conditions which prevent the dissemination of scientific or technical 
information, except to the extent such dissemination is prohibited 
by law. 

Szc: 161. * * * 

“r. The Commission is authorized and empowered, under such terms 
and conditions as are deemed advisable by it, to grant easements for rights- 
of-way over, across, in, and upon acquired lands under its jurisdiction 
and control, and public lands permanently withdrawn or reserved for the 
use of the Commission, to any State, political subdivision thereof, or 
municipality, or to any individual, partnership, or corporation of any 
State, Territory, or possession of the United States, for (a) railroad 
tracks; (b) oil pipe lines; (ec) substations for electric power transmission 
lines, telephone lines, and telegraph lines, and pumping stations for gas, 
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water, sewer, and oil pipe lines; (d) canals; (e) ditches; (f) flumes; 
(g) tunnels; (h) dams reservoirs in connection with fish and wildlife 
rat gon jish hatcheries, and other fish-cultural improvements; (i) roads 

streets; and (7) for any other purpose or purposes deemed advisable 
by the Commission: Provided, that such rights-of-way shall be granted 
only upon a finding by the Commission that the same will not be ineom- 
patible with the public interest; Provided, further, that such rights-of-way 
shall not include any more land than is reasonably necessary for the pur- 
pose for which granted; and Provided, further, that all or any part of 
such rights-of-way may be annulled and forfeited by the Commission for 
failure to comply with the terms and conditions of any grant hereunder 
or for nonuse for a period of two consecutive years or abandonment of 
rights granted under a ity hereof. Copies of all instruments grant- 
ing easements over public lands pursuant to this section shall be furnished 
to the Secretary of the Interior.” 

“Sec. 182. License APPLICATIONS.— 

“a. Each ar eH for a license hereunder shall be in writing and 
shall specifically state such information as the Commission, by rule or 
regulation, may determine to be necessary to decide such of the tech- 
nical and financial qualifications of the applicant, the character of the 
oe the citizenship of the applicant, or any other qualifications 
of the applicant as the Commission may deem appropriate for the 
license. In connection with applications for licenses to operate pro- 
duction or utilization facilities, the applicant shall state such technical 
specifications, including information of the amount, kind, and source 
of special nuclear material required, the place of the use, the specific 
characteristics of the facility, and such ties information as the Com- 
mission may, by rule or regulation, deem necessary in order to enable 
it to find that the utilization or production of special nuclear material 
will be in accord with the common defense and security and will 
— adequate protection to the health and safety of the public. 

uch technical specifications shall be a part of any license issued. The 
Commission may at any time after the filing of the original application, 
and before the expiration of the license, require further written state- 
ments in order to enable the Commission to determine whether the 
application should be granted or denied or whether a license should 
be modified or revoked. [All applications and statements shall be 
signed by the applicant or licensee under oath or affirmation.} All 
pL sire and statements shall be signed by the applicant or licensee. 

pplications for, and statements made in connection with, licenses under 
sections 103 and 104 shall be made under oath or affirmation. The 
Commission may require any other applications or statements to be 
made under oath or affirmation.” 

“Sze. 229.—Trespass Upon Commission INSTALLATIONS. 

“a. The Commission is authorized to issue regulations relating to 
the entry upon or carrying, transporting, or otherwise introducing or 
causing to be introduced any dangerous weapon, explosive, or other 
ne om he instrument or material likely to produce substantial injury 
or damage to persons or property, into or upon any facility, installation 
or real property subject to the jurisdiction, administration or in the 
custody of lommission. Every such regulation of the Commission 


shall be posted conspicuously at the location involved. 

oh, shall willfully violate any regulation of the Commission 
issued pursuant to subsection a. shall, wpon conviction thereof, be punish- 
able by a fine of not more than $1,000. 
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“c. Whoever shall willfully violate any regulation of the Commission 
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shall be guilty of a misdemeanor and upon conviction thereof shall 
be punished by a fine of not to exceed $5,000 or to imprisonment for not 
more than one year, or both. 

“ Szc. 230.—PuorocRaPuina, ETc. oF ComMission INSTALLATIONS.— 
It shall be an offense, punishable by a fine of not more than $1,000 or 
imprisonment for not more than one year, or both: 

“(1) to make any photograph, sketch, picture, drawing, map or 
graphical representation, while present on property subject to the juris- 
dietion, administration or in custody of the Commission, of any 
installations or equipment designated by the President as requiring 
protection against general dissemination of information relative 
thereto, in the interest of the common defense and security, without first 
obtaining the permission of the Commission, and promptly submitting 
the uct obtained to the Commission for inspection or such other 
action as may be deemed necessary; or 

“(2) to use or permit the use of an aircraft or any conirwance used, 
or designed for navigation or fis in air, for the purpose of making a 
photograph, sketch, picture, drawing, map or graphical representation 
of any installation or equipment designated by the President as provided 
in. the preceding paragraph, unless authorized by the Commission.” 

“Sec, [229] 231. Orner Laws.—Sections 224 to [228] 230 shall 
not exclude the applicable provisions of any other laws. 

“Sec. [230] 232. Insunction Procerepines.—Whenever in the 
judgment of the Commission any person has engaged or is about to en- 
gage in any acts or practices which constitute or will constitute a viola- 
tion of any provision of this Act, or any regulation or order issued 
thereunder, the Attorney General on behalf of the United States ma 
make application to the appropriate court for an order enjoining suc 
acts or practices, or for an order enforcing compliance with such provi- 
sion, and upon a showing by the Commission that such person has en- 
gaged or is about to engage in any such acts or practices, a permanent 
or 8 phan injunction, restraining order, or other order, may be 
granted. 

“Sec. [231] 233. Conremrr Proceepines.—In case of failure or re- 
fusal to obey a subpena served upon any person pursuant to subsec- 
tion 161 ¢., the district court for any district in which such person is 
found or resides or transacts business, upon application by the Attor- 
ney General on behalf of the United States, shall have jurisdiction to 
issue an order requiring such person to appear and give testimony or to 
appear and produce documents, or both, in accordance with the sub- 

na; and any failure to obey such order of the court may be punished 

y such court as a contempt thereof. 

Sec. 8. All land and interests in land, owned by the United States 
within the boundaries of the County of Los Alamos, State of New Mezico, 
containing approximately 70,800 acres, are hereby transferred, without 
reimbursement or transfer of funds, to the Atomic Energy Commission. 
The Atomic Energy Commission shall exercise administrative control 
over all land and interests in land transferred to the Atomic Energy Com- 
mission by this act, notwithstanding the manner of their acquisition by 
oe States nor their status at any time prior to the effective date of 
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Sec. 9. The Secretary of the Army is authorized to transfer to the 
Atomic Energy Commission, without compensation therefor, for use in 
connection with the Atomic Energy program, all that real property and 
interests therein, comprising approximately two hundred acres, of the 
Weldon Spring Ordnance Works, Weldon Springs, Missouri, as de- 
lineated on map designated Exhibit A attached to “Department of the 
Army Permit to Use Weldon Spring Ordnance Works Military Reserva- 
tion, Missouri,” dated January 25, 1955, on file in the Atomic Energy 
Commission, and all or any part of the personal property therein at the 
time of approval of this Act; Provided, that when the Atomic Energy 
Commission, or its successor in functions, determines that the real 
property herein authorized for transfer is no longer required for the 
purpose stated, the real property, together with buildings and permanent 
amprovements thereon at the date of such determination, shall, at the 
option of the Secretary of the Army, be returned to the Department of the 
Army without compensation therefor. 

Src. 10. There is hereby retroceded to the State of Kentucky the er- 
clusive jurisdiction heretofore acquired from the State of Kentucky by 
the United States of America, over lands in McCracken County, Ken- 
tucky, within the present boundaries of the Paducah Project of the 
Atomic Energy Commission. This retrocession of jurisdiction shall 
take effect in accordance with the law of the State of Kentucky. 

“Sec. 101. License Requirep.—It shall be unlawful, except as pro- 
vided in section 91, for any person within the United States to trans- 
fer or receive in interstate commerce, manufacture, produce, transfer, 
acquire, possess, use, import, or export any utilization or production 
facility except under and in accordance with a license issued by the 
Commission pursuant to section 103 or 104. 

“Sec. 103. CommerciaL LicEeNsEs.— 

“a. Subsequent to a finding by the Commission as required in sec- 
tion 102, the Commission may issue licenses to transfer or receive in 
interstate commerce, manufacture, produce, transfer, acquire, possess, 
use, import, or export under the terms of an agreement for cooperation 
arranged pursuant to section 123, such type of utilization or produc- 
tion facility. Such licenses shall be issued in accordance with the 
provisions of chapter 16 and subject to such conditions as the Com- 
mission may by rule or regulation establish to effectuate the purposes 
and provisions of this Act. 

Sec. 103. 

“d. No license under this section may be given to any person for 
activities which are not under or within the jurisdiction of the United 
States, except for the export of production or utilization facilities 
under terms of an agreement for cooperation arranged pursuant to 
section 123, or except under the provisions of section 109. No license 
may be issued to an alien or any corporation or other entity if the 
Commission knows or has reason to believe it is owned, controlled, or 
dominated by an alien, a foreign corporation, or a foreign government. 
In any event, no license may be issued to any person withir: the United 
States if, in the opinion of the Commission, the issuance of a license 
to such person would be inimical to the common defense and security 
or to the health and safety of the public. 

“Sec. 143. Department or Derenseé Parricrpation.—The Com- 
mission may authorize any of its employees, or employees of any con- 
tractor, prospective contractor, licensee or prospective licensee of the 
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Commission or any other person authorized access to Restricted Data by 
the Commission under subsection 145 6, to permit any employee of an 
agency of the Department of Defense or of its contractors, or any 
member of the Armed Forces to have access to Restricted Data 
required in the performance of his duties and so certified by the head 
of the appropriate agency of the Department of Defense or his de- 
signee: Prowded, however, That the head of the appropriate agency 
of the Department of Defense or his designee bas determined, in 
accordance with the established personnel security procedures and 
standards of such agency, that permitting the member or employee 
to have access to such Restricted Data will not endanger the common 
deferse and security: And provided further, That the Secretary of 
Defense finds that the established personnel and other security 
procedures and standards of such agency are adequate and in reason- 
able conformity to the standards established by the Commission under 
section 145.” 
O 
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FOREIGN SERVICE ACT AMENDMENTS OF 1956 





Juty 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricnarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany S. 3481] 


The Committee on Foreign Affairs to whom was referred the bill 
(S. 3481) to amend the Foreign Service Act of 1946, as amended, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 


The amendments are as follows: 


Page 3, lines 8 and 9, strike out “by a. the second sentence 
of section 517.”’ and insert in lieu thereof the following: 


by striking out the word “forty” and inserting in lieu thereof 
the words “fone hundred and seventy-five’; by inserting 
before the period at the end of the second sentence the 
following: ‘‘as a Foreign Service officer’; and by addin 
after the second sentence a new sentence which shall rea 
as follows: ‘Notwithstanding the above provisions of this 
section, the limitation on the maximum number of appoint- 
ments authorized herein shall not be applicable in the case 
of any person appointed or assigned be the Secretary of 
State as a Foreign Service Reserve officer and who thereafter 
has served in a position of responsibility in such capacity 
for the required period prior to appointment as a Foreign 
Service officer.” 


Page 3, line 22, strike out the period and insert in lieu thereof a 
comma and the following: 


and by inserting after the first sentence the following new 
sentence: “However, the highest five years of service for 
which full contributions have been made to the Fund shall be 
used in computing the annuity of any Foreign Service officer 
who serves as chief of mission and whose continuity of service 
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as such is interrupted prior to retirement by appointment or 
assignment to any other position determined by the Secretary 
to be of comparable importance.” 





Page 4, lines 2 and 3, strike out “for his highest five consecutive 


years of service” and insert in lieu thereof ‘as computed in accordance 


with subsection (a) of this section,’’. 
Page 4, strike out line 14 and all that follows down through line 12 
on page 6, and insert in lieu thereof the following: 





Sec. 12. (a) Section 921 of such Act is amended (1) by 
inserting “(a)” immediately after “Src. 921.’’, (2) by striking 
out “and pursuant to appropriations therefor,’’, and (3) 
by amending the proviso in the second sentence to read as 
follows: “Provided, That an amount equal to the amount 
expended for such services shall be covered into the Treasury 
as miscellaneous receipts.” 

(b) Section 921 of such Act is further amended by adding 
at the end thereof the following new subsections: 

“(b) The Secretary, under such regulations as he may 
prescribe, may authorize and assist in the establishment, 
maintenance, and operation, by officers and employees of the 
Service, of non-Government-operated commissary and mess 
services and recreation facilities at posts abroad, including 
the furnishing of space, utilities, and properties owned or 
leased by the United States for use by its diplomatic and 
consular missions. The provisions of the Foreign Service 
Buildings Act, 1926, as amended (22 U.S. C., sees. 292-300), 
may be utilized by the Secretary in providing such assistance. 
Commissary or mess services and recreation facilities estab- 
lished pursuant to this subsection shall be made available, 
insofar as practicable, to officers and employees of other 
Government agencies and their dependents who are stationed 
abroad. Such services or facilities shall not be established 
in localities where another United States agency operates 
similar services or facilities unless the Secretary determines 
that such additional services or facilities are necessary. 

“(c) Notwithstanding the last paragraph under the head- 
ing ‘Subsistence Department’ in the Act of March 3, 1911 
(10 U.S. C., see. 1253), or the provisions of any other law, 
charges at any post abroad by a commissary or mess service 
or recreation facility authorized or assisted under this sec- 
tion shall be at the same rate for all civilian personnel of the 
Government serviced thereby, and all charges for supplies 
furnished to such a service or facility abroad by any Govern- 
ment agency shall be at the same rate as that charged by the 
furnishing agency to its civilian commissary or mess services 
or recreation facilities. 

“(d) Notwithstanding the provisions of section 5 of the 
Act of July 16, 1914, as amended (5 U. S. C., sec. 78), the 
Secretary may authorize any principal officer to approve the 
use of Government-owned vehicles located at his post for 
transportation of United States Government employees who 
are American citizens, and their dependents, to and from 
recreation facilities when public transportation is unsafe or 
is not available.” 
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Page 8, strike out line 23 and all that follows down through line 3 
on page 10. 


Page 10, after line 3, insert the following: 


Sec. 15. Section 943 of such Act is amended to read as 
follows: 


“PHYSICAL EXAMINATIONS AND COSTS OF INOCULATIONS 


“Sec. 943. The Secretary shall, under such regulations 
as he may prescribe, provide for physical examinations for 
applicants for employment and for officers and employees of 
the Service who are citizens of the United States, and for 
their dependents, including examinations necessary to 
establish disability or incapacity in accordance with the 
provisions of section 831, and shall provide for administering 
inoculations or vaccinations to such officers and employees 
and their dependents.” 


Page 11, line 18, strike out the word “class” where it appears the 
second time, and insert “in-class”’. 


COMMITTEE ACTION 


S. 3481 passed the Senate April 12, 1956, and was referred to the 
Committee on Foreign Affairs on April 16. The committee held 
hearings on June 27, 28, and 29, hearing testimony from Deputy 
Under Secretary of State for Administration Loy W. Henderson, and 
from Arthur G. Jones, Chief, Personnel Projects Staff, Office of 
Personnel, Department of State. The bill was considered in executive 
session on July 3 and 5 and ordered favorably reported with amend- 
ments on the latter date. 


INTRODUCTION 


This bill is another step in a comprehensive program to make the 
Foreign Service of the United States a more effective organization. 
Its general purposes are twofold: (1) To recruit capable Americans 
and to retain them in a Service that will offer an attractive career; 
and (2) to improve the overall administration of the Service so that 
career incentives for its officers and employees are maintained. 

During the last 18 months the Department of State has been actively 
engaged in improving the effectiveness of the administration of the 
Department and of the Foreign Service. These improvements have 
been based upon the recommendations of the Secretary’s Public 
Committee on Personnel, the so-called Wriston Committee. Last 
year Congress enacted legislation that has facilitated carrying out 
this program in the form of amendments to the Foreign Service Act 
of 1946 (Public Law 22, approved April 5, 1955, and Public Law 250, 
approved August 5, 1955). 

Since the passage of these laws, the Department has been engaged 
in further studies with a view to improving and strengthening the 
Foreign Service. Most of the amendments to the Foreign Service Act 
of 1946 contained in this bill were drafted by the Department of State 
after consultation with representatives of the Departments of Agri- 
culture, Commerce, and Labor, the International Cooperation 
Administration, and the United States Information Agency. ‘They 
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are limited to those items which the Department regards as most 
urgently needed at this time. 

The principal changes in the law that would be made by this bill are 
the following: 

1. Increase salaries of chiefs of mission; 

2. Provide for two additional classes of Foreign Service officers 
and Foreign Service Reserve officers below the a of career min- 
ister; adjust salary rates for the respect we class of Foreign Service 
officers and Foreign Service Reserve officers in the interest of a 
more rational salary schedule; and provide for an orderly con- 
version of officers to the revised salary schedule; 

3. Increase by an additional 135 the number of lateral appoint- 
ments that may be made to the Foreign Service Officer Corps 
from among persons who were not employed on March 1, 1955, 
in the Department of State or its Foreign Service Reserve or 
Staff, and exempt from the numerical limitation provisions of 
section 517 of the Foreign Service Act of 1946 persons appointed 
by the Secretary of State as Foreign Service Reserve officers; 

4. Increase the number of years of service credit toward retire- 
ment from the present maximum limit of 30 years to 35 years; 

5. Provide adequate authority to permit the establishment and 
operation of non-Government-operated commissary and mess 
services, and recreational facilities where determined essential by 
the Secretary; and 

6. Provide more adequate medical benefits for dependents of 
American Foreign Service personnel while they are stationed 
abroad. 

The estimated costs as shown in appendix A amount to slightly less 
than a million and a half dollars. 

The committee’s recommendation of this bill is predicated upon the 
recognition that the country’s best interests ainead can only be served 
by trained and devoted persons who represent it. The competition 
offered by private employment makes it increasingly difficult to attract 
to the Foreign Service individuals who have the requisite skills and 
personal qualities that make an effective Foreign Service officer. Cer- 
tain of the provisions of the Foreign Service Act of 1946 are applicable 
to overseas employees of the International Cooperation Administra- 
tion and the United States Information Agency. Hence, such bene- 
fits as this bill may extend to those agencies will contribute to the 
improvement of their operations abroad. 


SECTION 2. SALARIES OF CHIEFS OF MISSION 


Section 2 of the bill would increase the salary rates for chiefs of 
mission for classes 2, 3, and 4 by $5,000, or by 25 percent, 28.6 percent, 
and 33.3 percent, respectively, and would increase the salary rate for 
chiefs of mission for class 1 by $2,500, or by 10 percent. 

In 1857 Congress established the salary of $17,500 as the top salary 
of an ambassador. That salary remained unchanged until the For- 
eign Service Act of 1946. The 1946 act erent for four classes of 
chiefs of mission and their salaries. Chiefs of mission, class 1, receive 


$25,000; class 2, $20,000; class 3, $17,500; and class 4, $15,000. It 
will be noted that under the 1946 act the salary of a chief of mission, 
class 3, is identical with that established in 1857. 
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No changes have been made in the salaries of chiefs of mission since 
1946. In contrast, salaries of senior officers in the executive branch 
were increased in 1949, ranging up to 45 percent for Assistant Secre- 
taries and 50 percent for Cabinet officers. The executive pay bill 
that has already passed the House and is awaiting Senate action 
would further increase the executive salaries. Salaries in the judicial 
branch and of the Congress were increased substantially last year as 
were the salaries for senior officials in the Department of Justice. 

Salaries paid senior officials in many of the States and in the larger 
municipalities indicate that salaries for chiefs of mission have not 
kept — with pay increases made by States and municipalities. In 
New York State the chief justice receives $35,000 plus a $5,000 allow- 
ance. The Governor of California is paid $40,000 as is the mayor of 
New York City. The average salary of the superintendent of schools 
in 13 cities is $22,115. 

Salaries for chiefs of mission historically have been higher than 
salaries of the top executive officials of the Federal Government. In 
1857, when the top salary of an ambassador was set at $17,500, a 
Cabinet officer received $8,000. In 1946, when the present rates for 
chiefs of mission were established, the Secretary of State received 
$15,000, the Under Secretary of State $12,000, and Assistant Secre- 
taries of State $10,330. 

In the last session, bills were introduced in the House (H. R. 7619) 
and in the Senate (S. 2628) providing for increases in the salaries of 
senior executive officers and in salary rates for grades GS-17 and 
GS-18. The Senate bill includes a provision to increase the salaries 
of chiefs of mission in an amount identical with that in this bill. The 
House bill did not include such a provision. It is understood that 
the House Committee on Post Office and Civil Service took the posi- 
tion that Foreign Service salaries, including that of chiefs of mission, 
should be omitted from H. R. 7619. This conforms to the general 
practice that specific adjustments in Foreign Service salaries, as dis- 
tinct from across-the-board increases, are handled by the Committee 
on Foreign Affairs and the Committee on Foreign Relations. 

The committee inquired into the possibility of keeping salaries of 
chiefs of mission at their present level and increasing «Lanai to 
offset rising expenses. ‘The suggestion was made that this might be 
more desirable in view of the fact that salaries are taxable while 
allowances are not. But the committee found that funds appropriated 
or made available for allowances fluctuate considerably. Between 
fiscal years 1948 and 1957 appropriations for representation have 
ranged from $475,000 to $800,000. The representation allowance 
may be used only for official representation purposes on the basis of 
vouchered expenses for those purposes. The post allowance is pay- 
able only when the cost of living at the ap is proportionately higher 
than the cost of living in Washington, D. C. The official residence 
allotment may be granted to cover unusual expenses necessarily 
incurred in the maintenance and operation of a suitable residence. 
These unusual expenses must also be vouchered. 

By virtue of his position, the chief of mission must necessarily incur 
expenses not covered by the existing allowance structure. Such ex- 


by 
penses would not be required were it not for his position of conspicuous 
responsibility as the chief representative of the United States in the 
country to which he is ited. 
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While the committee is convinced that increased allowances are 
necessary, it believes that allowances should be provided for expressed 
urposes and should be appropriately accounted for. On the other 
fied to meet expenses not covered by such allowances, it is necessary 
to increase salaries that will more nearly enable chiefs of mission who 
do not possess private means to meet the added requirements of their 
posts. 

The salaries and allowances paid by many foreign governments to 
their ambassadors in Washington are substantially greater than the 
salaries and allowances paid our chiefs of mission abroad. Moreover, 
chiefs of mission of other governments have greater freedom in the use 
of their allowances. In country A, where the salary and allowances of 
the United States Ambassador total $42,800, the comparable figure 
for that country’s Ambassador in Washington is $96,600. In country 
B, the United States Ambassador receives salary and allowances of 
$39,450; that country’s Ambassador in Washington receives $60,000. 
In country C, the United States Ambassador receives salary and 
allowances of $29,840; that country’s Ambassador in Washington 
receives $32,600. 

Hon. Loy W. Henderson, Deputy Ur ‘er Secretary of State for 
Administration, and a career officer with almost 35 years’ experience 
including service as Ambassador in several important posts, made 
this statement to the committee: 


In most missions, ambassadors and ministers without 
private means encounter difficulties in discharging their 
duties on the salaries and allowances which they receive. In 
fact, a chief of mission without private means cannot function 
with the desired degree of effectiveness in such posts as 
London, Paris, and Rome. We don’t even try to put them 
there. 

Able officers who were being considered for appointment to 
ambassadorial posts have told me that they simply could not 
accept the financial obligations involved. Such a condition 
clearly is inconsistent with the Nation’s best interests. Some 
of the other posts in which chiefs of mission during recent 
years have experienced difficulty include Ankara, Beirut, 

uenos Aires, Cairo, Canberra, Caracas, Habana, Madrid, 
Manila, Mexico City, New Delhi, Ottawa, Panama, Rio de 
Janiero, Tel Aviv, and Tokyo (hearings, p. 7). 


The committee is convinced that if the higbest posts in the Foreign 
Service are to be filled by officers solely on the basis of demonstrated 
ability, the salary and allowances should be sufficient to permit them 
to discharge their responsibilities without drawing heavily upon 
their personal resources or going into debt. 


SECTION 3, FOREIGN SERVICE OFFICERS 


Section 3 adds two additional classes of Foreign Service officers 
and adjusts the salary rates for the respective classes in order to pro- 
vide an improved salary schedule. 

Prior to 1946 the Foreign Service Officer Corps was subdivided into 
11 classes. The 1946 act established six classes plus that of career 
minister. Last year Public Law 250 added the class of career ambas- 
sudor. When the classes were reduced from 11 to 7 in 1946, it was 
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considered that the reduced number would conform more nearly 
with the levels of responsibility in the Service and improve adminis- 
tration of the promotion and selection-out provisions of the 1946 act. 
In this connection it was considered that an officer would serve for 
5 or 6 years in a class, thus assuring a sufficient period in class to 
evaluate his comparative fitness for promotion. 

Experience with the operation of the 1946 act, particularly the last 
2 years during which the integration program has been in process, 
justifies the need for 2 additional classes. It will enable the Depart- 
ment to recognize more adequately clear-cut and logical differences 
in levels of responsibility that cannot be recognized under the existing 
schedule. The addition of about 1,400 departmental positions for 
ultimate staffing by Foreign Service officers points up the need for a 
more logical classification of positions of varying responsibility. 
Experience with the integration program has demonstrated that the 
addition of two classes will produce a more equitable result for those 
integrated. For example, departmental officers in as many as three 
civil-service grades are transferred to the same Foreign Service 
officer class. In the view of the Department the two additional classes 
will enable the Department to provide for a more orderly flow of 
promotions. The additional classes will make it possible to advance 
deserving officers at more frequent intervals, particularly in the lower 
and intermediate grades. This, in turn, will contribute to offsetting 
criticism that the Service does not recognize adequately through 
promotion the increased assumption of responsibilities that generally 
characterize an officer’s initial 10 to 15 years of service. 

Section 3 also provides for a more rational salary schedule which 
will offer greater inducements to young entrants who aspire to reach 
the top of the Service. At the same time it provides a better progres- 
sion in the salary spread within and between classes. Except for 
class 8, which requires an additional salary step for recruitment 
purposes, each of the classes 1 through 7 has the same number of 
salary steps; namely 7, whereas the present schedule has from 5 to 
8 steps, varying with the particular class. The proposed rate of 
$20,000 for career ambassadors is the same as that proposed for 
chiefs of mission, class 4. ‘To date, only four persons have been 
accorded the rank of career ambassador, which represents the highest 
level of achievement in the Foreign Service. The present rate of 
$14,800 for the class of career minister is increased to $17,500. Ordi- 
narily a career ambassador and a career minister will be serving in a 
position that carries a salary higher than that stipulated for his class. 


SECTION 4. FOREIGN SERVICE RESERVE OFFICERS 


This section makes a purely technical change to correspond with the 
proposed increase in the number of classes of Foreign Service officers. 


SECTION 5. ADMISSION TO CLASS 8 


This section changes the references to ‘‘class 6” to “class 8”’ to con- 
form with the new class structure. 


SECTION 6. ADMISSION TO CLASSES 1 TO 7, INCLUSIVE (LATERAL ENTRY) 


_ This section makes two substantive changes in existing law. First, 
it authorizes an increase from 40 to 175 in the number of lateral en- 
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trants who previously held responsible positions in Government agen- 
cies other than the Department of State, its Foreign Service Reserve 
or Foreign Service Staff Corps. Second, it exempts from the overall 
limitation of 1,250 lateral entrants those qualified persons appointed 
by the Secretary of State as Foreign Service Reserve officers who com- 
plete the minimum period of service (3 or 4 years depending on the 
individual’s age) in that capacity. 

When the integration program started in 1954, Congress gave the 
Department of State authority to make up to 500 lateral appoint- 
ments in classes 1 through 5 at a salary step above the minimum rate 
of the applicable Foreign Service officer class. This authority 
expired on March 31, 1955. After studying the results of the program 
and the problems still faced by the Department, Congress gave new 
legislative authority in 1955 (Public Law 22, 84th Cong.) to permit 
the Department to make 1,250 additional lateral appointments. In 
order to enable the Department to bring in a limited number of 
qualified persons from other Government agencies, including persons 
who had applied for lateral entry in 1951 but who had subsequently 
been transferred to other agencies, some with reemployment rights, 
Congress provided that up to 40 appointments ier be made from 
among persons who were not employed in the Department or its 
Foreign Service Reserve or Foreign Service Staff Corps on March 1, 
1955. No time limit was set in the 1955 act. It was understood that 
Congress would reexamine the Department’s continuing need for 
lateral entry authority at a later date. In imposing a ceiling it was 
the intention of Congress to hold the Department accountable for 
precess use of the authority given it. As of June 15, 1956, of 2,285 
ateral entry applicants requiring consideration, 1,193 had been certi- 
fied, 438 were still under consideration, and 124 have yet to be 
processed. Declinations or disapprovals number 530. The Depart- 
ment expects to complete the integration program by August 1, 1956. 

As this section was originally drafted by the Department, it raised 
the number of excepted lateral entrants from 40 to 165, an increase of 
125. This additional number was to be charged against the total of 
1,250 lateral entrants authorized in the 1955 act. During its con- 
sideration of the bill the Senate committee removed the numerical 
ceiling of 1,250 lateral entrants including the 40 from outside the 
Department. The Senate committee report contains this explanation: 


The committee believes that lateral entry and integration 
into the Foreign Service should be governed by the judgment 
of the Secretary as to the needs of the Service and by the 
appropriations made by the Congress for Foreign Service 
salaries, rather than by numerical ceilings which might be 
expected to require readjustment from time to time. 


Before reaching a decision the Committee on Foreign Affairs examined 
how the Department had used its authority to make appointments 
under this exception. Of the 40 authorized, 7 have been appointed 
and 14 are being processed; 19 are under consideration for appoint- 
ment. The committee examined the biographical background of 19 
of the 21 who have been appointed or are in process of appointment. 
It is satisfied that the Department has used its authority in the best 
interests of the country and of the Foreign Service. For that reason 
it agreed to raise the figure, as the Department requested. As a 
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measure of assurance that the Department would not be unduly re- 
stricted, it increased the number beyond that asked for by the Depart- 
ment from 165 to 175. This number will be chargeable against the 
total of 1,250 allowed under the 1955 act. 

Further, the committee adopted language exempting from the 1,250 
limitation individuals appointed by the Secretary of State as Foreign 
Service Reserve officers upon completion of their minimum service in 
such capacity. As Mr. Henderson explained to the committee: 


This — was designed to facilitate the recruitment of 
especially well-qualified persons as reserve officers who might 
later be examined for possible appointment as Foreign Service 
officers. 

We have experienced some difficulty in attracting the right 
kind of person to accept a reserve appointment because of the 
limited tenure and because, under the existing law, except for 
the 40 quota, there is no legal means for considering them at a 
future date for appointment as a Foreign Service officer 
(hearings, p. 19). 


In view of the fact that the future status of the International 
Cooperation Administration, within the Department of State, is as 
yet undetermined, and that the United States Information Agency 
has not yet established its own foreign service, the committee con- 
sidered it desirable to retain reasonable limitations on lateral appoint- 
ments in the Foreign Service. 

The committee is satisfied that the integration is proceeding in 
accordance with the legislative intentions under which it was auth- 
orized. It commends Deputy Under Secretary of State, Loy Hender- 
son for the care and wisdom with which he has performed this difficult 
task. In a program of this magnitude some imperfections are bound 
to arise. Under Mr. Henderson’s administration these have been 
kept toa minimum. On the basis of observations made by its mem- 
bers in the course of their study missions abroad the committee 
is convinced that the quality and the morale of the Foreign Service 
are constantly improving. 


SECTION 7. SELECTION-OUT BENEFITS 


The revisions in this section are purely technical changes to cor- 
respond with the proposed increase in the number of classes of Foreign 
Service officers. 


SECTION 8. FOREIGN SERVICE OFFICERS RETIRED FROM CLASS 8 


The revisions in this section are purely technical to correspond with 
the proposed increase in the number of classes of Foreign Service 
officers. 


SECTION 9. COMPUTATION OF ANNUITIES 


This section makes three changes: (1) It increases from 30 to 35 
the number of years credit which may be counted in computing retire- 
ment benefits for Foreign Service officers. (2) It permits computation 
for retirement purposes of the highest 5 years of. service rather than 


the highest 5 consecutive years for officers whose service as chief of 
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mission has been interrupted. (3) Subsection (b) corrects an oversight 
that occurred when Public Law 250 was enacted last year. 

(1) A number of Foreign Service officers serve beyond 30 years 
before retiring. They continue to contribute to the retirement fund 
but may claim credit for not more than 30 years of service. In con- 
trast, employees under the civil service retirement system may receive 
credit for service sufficient to permit an annuity equal to 80 percent 
of their average basic salary for their 5 highest consecutive years of 
service. In view of the somewhat earlier retirement age for Foreign 
Service officers, the proposed increase from 30 to 35 years of retirement 
credit will give due regard to actual years of service in most instances, 
The average length of service of officers who retire under the manda- 
tory age provisions is 35% years. 

(2) During hearings on the bill, it was ascertained that Foreign Serv- 
ice officers serving as a chief of mission are at times reassigned or ap- 
pointed to a position of comparable importance which carries a lesser 
salary. Such reassignments are made in the interests of the Govern- 
ment and are accepted by the officer as a necessary condition of his 
service. Under the present law an officer’s annuity is computed on the 
basis of his average basic salary for the 5 highest consecutive years of 
service. This formula is generally satisfactory except in the case of an 
officer who serves as a chief of mission and then is reassigned to a posi- 
tion of comparable importance such as an Assistant Secretary of State, 
Director General of the Foreign Service, or Deputy Chief of Mission 
at aclass 1 post. His salary is usually reduced by virtue of his reassign- 
ment. Perhaps more important is the reduction he sustains in his 
annuity when he retires. The Senate bill contained no provision on 
this point. 

Mr. Henderson pointed up the problem involved with this 
illustration: 


> 


* * * For example, an officer serves for 3 years as Am- 
bassador to country X at a salary of $25,000. He is assigned 
back to the Department because he is needed as an Assistant 
Secretary. His salary is reduced to $15,000. He serves in 
the Department for 2 years and then he goes abroad again 
as an Ambassador at $25,000. He serves as Ambassador for 
2 years and retires. As a consequence of having served for 
2 years where he is badly needed as an Assistant Secretary, 
his average salary for the 5 highest consecutive years is 
$21,000 even though his average salary for 5 of the 7 years 
is $25,000. 

For that reason we hesitate, when a man is approaching 
retirement age, to bring him back to an assistant secretary- 
ship (hearings, p. 68). 


By way of illustration, Mr. Henderson referred to the present 
Director General of the Foreign Service: 

Mr. Hare is Director General of the Foreign Service. He 
was our Ambassador to Saudi Arabia and later to Lebanon. 
We brought him back here because we wanted to have an 
outstanding man as the Director General of the Foreign 
Service. 

He has been here 2 years at his career minister’s salary of 
$14,800. If he should go abroad for a year or two as chief of 
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mission, he would receive a lower annuity because of the 
fact that he had served in the Department as Director Gen- 
eral of the Foreign Service. His family would be similarly 
affected should he die. * * * 

He would be doubly penalized. First he would be penal- 
ized because he comes back here at a lower salary. That is 
understandable. As I said the other day in our discussion, 
we accept that as part of the Service. But the second 
penalty is pretty severe and, in my judgment, unnecessary; 
namely, that it can affect adversely his annuity (hearings, 
p. 69). 


The annuity loss may range as high as 11 percent, depending on the 
circumstances. For instance, if over a period of 8 years prior to 
mandatory retirement, the service of a chief of mission at a class 1 

ost should be interrupted by a 3-year tour of duty as an Assistant 
Secretary of State, his annuity could be reduced by $2,100 or 10.9 
percent (assuming the enactment of this bill and the executive pay bill 
pending before the Senate). The committee was advised that the 
number of cases coming under this amendment will be few, probably 
not more than 6 in any 1 year. Because of this, together with the fact 
that those affected are officers of long and distinguished service, the 
committee amended the bill to permit such an officer to select his 
highest 5 years of service, as distinguished from his highest 5 con- 
secutive years of service, in the computation of his annuity. 

(3) Seetion 821 (b) is changed to correct an oversight that occurred 
when Public Law 250, 84th Congress, was enacted. Section 821 (a) 
was amended to provide for the computation of annuities upon the 
basis of the “highest 5 consecutive years of service” rather than the 
“5 years next preceding the date of his retirement.” Section 821 (b) 
which relates to survivorship annuities now provides that a widow’s 
annuity shall be computed on the basis of an officer’s salary “for the 
5 years next preceding the date of his retirement.’’ This is corrected 
in this bill to conform with the provisions of section 821 (a). 


SECTION 10. OFFICERS REINSTATED IN THE SERVICE 


The change in this section relating to service credit merely parallels 
the proposed change in section 821 of the Foreign Service Act of 1946, 
as amended. 


SECTION 11. OFFICIAL RESIDENCE ALLOTMENT TO PRINCIPAL 
REPRESENTATIVES 


This section was inserted by the Senate committee during its con- 
sideration of S. 3481. It authorizes the Secretary of State to make 
an allotment of funds to any post to defray the unusual expenses 
incurred in the operation and maintenance of official residences suit- 
able for wrthieiel representatives of the United States at the post. 
Section 902 of the Foreign Service Act limits the authority of the 


Secretary to defray the unusual expenses incident to the operation of 
an official residence only to that of the chief representative of the 
United States. This allowance is not to be confused with the quarters 
allowance which covers rent and utilities and which is payable to 
officers and employees of the Service when Government housing is not 
provided. 
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Principal subordinate officers frequently are required to oceupy 
quarters which are substantially larger and more elaborate than is 
required for ordinary living accommodations because of the position 
of conspicuous responsibility which they occupy. These officers are 
frequently required to carry a major share of the official representation 
responsibility. They must necessarily incur additional household 
expenditures that are not provided by the Government, such as the 
hire of extra household staff. 

During the hearings Mr. Henderson cited examples of the difficulties 
experienced by some of our officers in maintaining an official residence. 


* * * We just had an officer who is our Ambassador in 
country X, transferred as deputy chief of mission to Y. We 
wanted a man in Y with wide experience, who speaks the local 
language well, who has prestige, and this officer has that. 
This officer is a man without large private means. He suc- 
ceeds an officer with private means. It is impossible for any 
man to maintain the house in Y without paying $4,000 or 
$5,000 just for servants. The officer assigned to Y is going 
to have to borrow money if he can’t get relief. 

Similarly, we have in the capital of W a very nice house, 
which we must have for our deputy chief of mission since he 
is chargé a good deal of the time. We have there a man 
without private means. I visited him sometime ago. I went 
through his household expenses and I was appalled. That 
man is really going into debt every year he is there. We 
haven’t many of these cases. I said 20 here. We have a 
problem in Tokyo where we have a house that cannot be 
maintained by the deputy chief of mission from his salary. 
We have in Ottawa also a house, the upkeep of which is 
expensive. Ottawa is very important, and it is very impor- 
tant that when the Ambassador is away our chargé d’affaires 
have an appropriate house (hearings, p. 23). 


The committee considered imposing a limitation either on the 
number of principal subordinate officials who could receive this allot- 
ment or on the amount of money that could be made available for this 

purpose. It seemed preferable, however, to leave sufficient flexibility 
to per the Joanie «| of State to administer this authority without 
undue restrictions. No such limitations apply with respect to the 
various allowances presently authorized for the Foreign Service. 
These have been administered by the Department in a circumspect 
manner. The committee expects that the additional authority con- 

tained in this section will be exercised in a prudent manner. 


SECTION 12. COMMISSARY AND MESS SERVICES AND RECREATION 
FACILITIES 


The committee amended S. 3481 to incorporate provisions contained 
in two sections of the Senate bill and limited the participation of the 
Government in carrying out the services included in this section. 
The amended bill retains the ‘“emergency”’ features of Government- 
operated facilities provided in the Foreign Service Act of 1946. The 
Secretary is authorized to establish and maintain commissary or mess 
services at any post abroad in time of emergency, using those funds 
or resources available to him rather than being required to anticipate 
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and budget for emergencies in advance. The language makes clear 
that such action is limited to emergencies where Government opera- 
tion is essential temporarily to alleviate adverse circumstances which 
would detract from the efficiency of the officers and employees of the 
Service. Reimbursement to the Treasury for expenses incurred is 
required at such times as the Secretary determines it to be practicable. 

he committee recognized the need for authorizing the Secretary 
to assist employees in the establishment and operation of ur ogra 
operated commissary and mess services abroad, including the fur- 
nishing of space, utilities, and properties owned or leased by the 
Government for its diplomatic and consular missions. In furnishing 
such assistance, the Secretary will be able to utilize the authorit 
contained in the Foreign Buildings Act of 1926, as amended. This 
authority includes the acquisition of sites, buildings, and equipment 
and also the construction, alteration, and repair of buildings, grounds, 
and properties. 

To prevent any tendency toward a multiplication of facilities, the 
Committee included two provisions. One makes the facilities availa- 
ble, insofar as practicable, to other Government personnel and their 
dependents. Another restricts the establishment of such facilities 
where another United States agency operates similar services. Thus, 
if the military operate a commissary available to Foreign Service 
personnel, the Secretary will not authorize the operation of a com- 
missary by Foreign Service personnel unless he determines that it is 
necessary. 

The committee considered it desirable to provide that uniform 
charges be made to individuals using the facilities authorized under 
this section, and all charges for supplies furnished to such a facility by 
any Government agency shall be at the same rate as that charged by 
the furnishing agency to its own civilian facilities. It did not con- 
sider it appropriate in this bill to extend the uniform charge provision 
to facilities operated by other Government agencies. It is contem- 
pace that periodic audits of non-Government-operated facilities will 

conducted in accordance with such regulations as the Secretary 
may prescribe. 

his section also includes authority for the Secretary to assist of- 
ficers and employees of the Service in the establishment, maintenance, 
and operation of recreation facilities at posts abroad subject to the 
same conditions as are applicable to empioyee-operated commissary 
and mess services. Before including this additional authority, the 
committee inquired into the problem of recreation for personnel 
abroad. Following are several comments supplied by Foreign Service 
officers on the lack of recreation facilities at a few posts: 


Kabul 


“T have just returned from Kabul, and if there is any post 
in the Foreign Service that needs Department recreational 
facilities, this is certainly it. The public recreational fa- 
cilities are practically nil. There are no movies, or restau- 
rants that westerners can use, due to their substandard 
facilities. Kabul is also one of the most remote posts in 
the service. The only places I personally would consider 
going so that one could get a complete change of environment 


would be Hong Kong or Europe—both too far away and 
expensive for the average staff person.” 
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“In Afghanistan * * * there is a complete lack of com- 
mercial recreation facilities, i. e., no restaurants, sanitary 
swimming pools, public tennis courts, or adequate highways 
or hotels outside the city to allow weekend excursions. 

“A great deal of monotony could be alleviated if funds 
were made available for a swimming pool, tennis courts, and 
a room for cards, ping pong, etc. 

“Life in Kabul without recreational facilities tends to 
become dull and drab and the ideal situation would be for 
employees to break this monotony by taking leave to a 
different environment periodically. Since Kabul only pos- 
sesses a dirt airfield, flights in and out are dependent on 
weather conditions. Thus the season of the year limits 
vacations. Then, too, the nearest locations considered to 
be desirable vacation spots (Delhi, Beirut, Ceylon, Teheran, 
Hong Kong) are a considerable distance away and very ex- 
pensive. Since it is so expensive, most personnel can only 
afford to leave the post on a holiday once during the 2-year 
tour—some families cannot afford to go at all.” 





“Life for Americans in Afghanistan is no bed of roses. 
There is a great prevalence of disease; health and sanitary 
conditions are not adequate; even the best of housing has its 
drawbacks and the remoteness and primitiveness of local 
conditions make living there difficult. 

“The Embassy has almost no recreational programs for 
its employees. This is a handicap since there are available 
only a few local amusements. One thing the Embassy could 
do would be to construct and maintain a tennis court. 
There was one available on the Embassy grounds which was 
not satisfactorily maintained and I understand it has since 
been removed for the construction of another building. 
Considerable benefit would also accrue from the availability 
of recreational equipment such as bats, balls, nets, tents, and 
camping equipment, ete. 

“Movies would be another recreational possibility.” 


“On the basis of experience at Teheran and Kabul, I should 
say that recreational facilities, particularly facilities for types 
of recreation familiar to most Americans but unavailable 
abroad, for official United States personnel would do much 
for morale and efficiency. In Kabul, bridge is the only 
year-round recreational activity, with tennis being played 
only a few months out of the year. Ina city without restau- 
rants, theaters, sports events, English-language newspapers 
or magazines, or even good short-wave radio reception, this 
is a rather limited offering.” 


Karachi 


“I believe there was and probably still is a grave morale 
poe among United States Government employees in 
‘arachi, and that one solution would be additional recrea- 
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tional facilities. My experience convinced me that only 
United States Government funds could provide these needed 
facilities. 

“The city is isolated on three sides by a dry, hot, barren 
desert; the nearest attractive city or resort is several hundred 
miles (2 days of driving) away. * * * Beach huts at Hawkes 
Bay are expensive to buy or to rent, and there are seldom 
huts available even on these terms. The only restaurant- 
hotel in the beach area is rundown and dirty. The hotel- 
restaurants in Karachi are expensive and the food is not 
healthful. The local boating and tennis clubs are private 
and even Americans with a wide acquaintance in the com- 
munity often find it difficult to find a sponsor with the 
necessary permanent membership. The ‘swimming club,’ 
about 15 miles out of Karachi, consists of a quonset hut 
with a bar but little food and a small pool which is drained 
and refilled once a week but almost never cleaned.” 

Kuwait 

“Posts in the Near East like Kuwait, Dhahran, Kirkuk, 
and Basra have occasionally in the past been invited to use 
the fairly extensive recreational facilities established for 
American and British oil company employees, but there has 
been a tendency in recent years for the companies either to 
deny such facilities to all noncompany persons or to restrict 
the privilege of their use to the principal officer or only to the 
officer personnel of Foreign Service posts. For example, 
Foreign Service employees serving in Kuwait have been 
categorically denied the privilege of going to oil company 
movies (except by invitation of a company employee) or of 
joining the oil company’s sailing club. Use of the oil com- 
yany’s country club, which has a very fine swimming pool, 
bowling alleys, tennis courts, etc., has occasioned considerable 
hard feeling because the oil company has not maintained a 
consistent policy. For some periods outsiders have been 
allowed to join with restrictions as to days when facilities 
may be used, and the general atmosphere has been such as to 
make outsiders feel uncomfortable. The oil companies in 
general will not allow Foreign Service employees to obtain 
cheap or free transportation on company-operated aircraft, 
a facility which is extended to all company personnel wishing 
to take leave in the Near Eastern area. Thus, the extensive 
and in many cases luxurious recreational facilities which 
western oil companies maintain for their employees are fre- 
quently not open to Foreign Service employees, and morale 
suffers even more than it might if no westerners enjoyed 
such facilities. 

“Recreational facilities are especially important to persons 
serving in posts like Kuwait where the nearest acceptable 
vacation points (Lebanon and Cyprus) are roughly 1,000 air 
miles away. This means that travel is much more expensive 
than from hardship posts nearer to civilized centers. More- 
over, Lebanon and Cyprus are not cheap places to spend 
leave.” 


90015°—57 H. Rept., 84-2, vol. 4——-—86 
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Khorramshahr (Iran) 


“Khorramshahr is an excellent example of a hardship post. 
There are no places of interest offering recreational facilities 
with a change of scene within 500 miles. The summer 
weather is extremely bad with daytime shade temperatures 
as high as 126° F. throughout 4 months, humid winds during 
part of this time, and nighttime lows of 90° F. American 
personnel must share units averaging not more than 1% 
rooms per person. The foreign community in Khorramshahr 
consists of 10 or 15 occidentals; the only recreation to be 
found in Khorramshahr, a town of 50,000 population, is an 
outdoor movie house showing films 5 or more years old. In 
Abadan, which is reached only after a boat crossing of the 
river and a 20-minute drive, usually in an unsanitary crowded 
taxicab, there is to be found one modern movie house, a 
swimming pool, and 1 or 2 clubs having limited facilities. 

“Without further description of Khorramshahr and en- 
virons, it can be seen that recreational facilities are an 
important requirement. Anything that could be done to 
ameliorate the situation in such posts would be a benefit to 
the morale and effectiveness of personnel assigned there’”’ 
(hearings, pp. 39-40). 


These comments were supported by observations of a number of 
the members who have traveled abroad. It is not the intention of the 
committee to put the Department in the recreation business. Its pur- 
pose is simply to provide the essential amount of support to make it 
possible for officers and employees to develop effectively reasonable 
recreation facilities. 

The committee considers that at times it may be in the interests of 
the United States, in furtherance of amicable relations, to permit local 
nationals to utilize recreation facilities as guests of officers and em- 
ployees of the Service. 

he Secretary may authorize any principal officer to approve the 
use of Government-owned vehicles for transportation of United States 
(:overnment officers and employees and their dependents to places 
where recreation facilities exist, including those established under this 
section, when public transportation is unsafe or not available. 


SECTION 18. EXPENSES OF MEDICAL TREATMENT 


This section contains three provisions. First, it amends existing 
low pertaining to medical treatment of officers and employees of the 
ioreign Service. Second, it extends medical treatment to dependents 
of United States citizen officers and employees. Third, it permits the 
Secretary of State to arrange for medical and hospital coverage through 
insurance or group health plans. 

Section 941 of the Foreign Service Act oe the Secretary of State 
authority to pay for treating hospitalized officers and employees in 


the event the individual incurs an illness or injury in line of duty while 
he is assigned abroad, provided that such illness or injury is not the 
result of vicious habits, intemperance, or misconduct. 
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The amended language extends protection to officers and employees 
by adding after “hospitalization” the words “or similar treatment.” 
At a number of posts hospital facilities are lacking or are so inadequate 
that an officer is assured better care by treatment at home. Should 
such treatment involve the use of various appliances such as heat 
Pee or splints and tractions, the Secretary is authorized to pay the 

cost. 

No protection is granted to dependents other than physical examina- 
tions, immunizations, and routine health services available at a limited 
number of posts abroad. The dependents are a part of the Service. 
They share the hardships, dislocations, and health hazards of the 
Service. Under subsection (b) the Government would assume a part of 
the cost of medical expenses. The employee would pay for treatment 
of his dependents that did not exceed $35 for each ‘ness or injury. 
The Government would assume responsibility in excess of that amount 
but not in excess of 120 days of hospitalization or similar treatment. 
In the case of illness or injury which the Secretary, on the basis of 
professional medical advice, determines is caused by the fact that the 
dependent is or has been located abroad, he may waive the 120-day 
limitation. 

The committee inquired whether this provision could apply to em- 

loyees and their dependents on a tour of duty in the United States, 
Mr. Henderson assured the committee that it would not. He made 
this further comment: 


* * * it applies to employees and their dependents who 
become ill overseas. It may be necessary to send the wife 
back to this country for treatment. While in this country 
she would undergo treatment, but the illness is something 
that is incurred overseas (hearings, p. 31). 


Subsection (c) authorizes the Secretary, after sufficient experience 
in the operation of the medical plan authorized in subsections (a) and 
(b) to provide medical benefits within the limits of the section by con- 
tracting for medical care through insurance, medical service, or health 
plans, if he determines that such methods would be as good and as 
economical as direct payment by the Government. 


SECTION 14. TRANSPORTATION TO APPROVED HOSPITALS 


This section extends to dependents the present provisions of law 
permitting the Secretary of State to pay the expenses of transporting 
a dependent to a suitable hospital or clinic in those instances where 
medical facilities are either lacking or inadequate at a particular post. 
Provision is also made for one or more attendants to accompany a 
patient who is too ill to travel unattended. 

Section 942 (b) is amended to permit the employment of a physician 
or other medical personnel, in addition to a nurse, at posts where 
sufficient ronan is stationed to com such arrangements. It is 


not intended to establish these facilities at all large posts. In those 


cases where suitable Government or private facilities already exist, 
there would be no reason for assigning a physician. At some posts 
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medical facilities are completely inadequate or not available. In such 
cases the establishment of the most essential medical facilities and 
services is not only beneficial to employee morale, but also is a prac- 
tical investment from the viewpoint of the Government as an em- 
ployer. Such facilities as are established would be available to depend- 
ents on the same basis as employees. 


SECTION 15. PHYSICAL EXAMINATIONS AND COSTS OF INOCULATIONS 


This section was added by the committee after considering the 
overall problems of health of employees and their dependents. It 
authorizes giving preemployment examinations to dependents of 
persons who are being considered for employment in the Service, that 
is, applicants. If the dependent has a medical condition which will 
make it unwise for him or her to accompany the employee on an over- 
seas assignment, the Department should be aware of this condition. 
The candidate for employment also should be cognizant of any limita- 
tions on his career which might be imposed because of the health of 
members of his family. 


SECTION 16--TEMPORARY PROVISIONS 


The purpose of this section is to provide for the orderly conversion 
of officers from the existing classes and assignment to the new classes 
and to the salary scale detailed in section 3 of the bill. 

Subsection (a) assures that Foreign Service officers of the class of 
career ambassador and of career minister shall be converted to the 
salary scale prescribed for that class. 

Subsections (b), (c), (d), and (e) provide for the conversion of 
officers below the level of the class of career minister to the new 
class structure. Unlike the Foreign Service Act of 1946, which com- 
pressed the classes from 11 to the present 6 classes, the change from 
6 to 8 classes requires that some officers be assigned to a class lower 
than that they presently occupy. This poses a serious morale prob- 
lem. It was for this reason that the committee made full inquiry into 
the proposed conversion plan. 

Briefly the arrangements for conversion are these: Officers presently 
in classes 1, 2, and 3 will move to the new classes 1, 2, and 3. Officers 
in class 4 will move either to the new class 4 or 5. Officers in class 5 
will be converted to the new class 6, and those in class 6 will be con- 
verted into the new class 7. Class 8 will be filled by officers appointed 
to the Service in the bottom class after the enactment of this bill. 

While officers in present classes 5 and 6 will fall back one class, thus 
having an additional promotion hurdle, the most difficult problem 
arises from the splitting up of present class 4 officers into the new 
class 4 and class 5. The determination of which of the two classes 
the officer enters is dependent upon his salary status at the time 
of conversion or his eligibility for promotion as evidenced by recom- 
mendations of the Ninth Selection Board that met in June 1955. 
The concern of the committee was that the use of these criteria 
might work adversely against officers who were lateral entrants into 








FOREIGN SERVICE ACT AMENDMENTS OF 1956 19 


the Service (that is, entered after August 1954). During the hearin 
the chairman, Hon. James P. Richards, referred to the findings made 
by another committee of the House which showed that lateral entrants 
fared very badly in the operation of the promotion system last year. 
This was a reflection on the ground rules under which the selection 
board operated and not on the individuals. From the viewpoint 
of the individuals involved it was nevertheless demoralizing. Should 
that be followed by a conversion plan that also worked against 
the lateral entrants, there would be a further deterioration of morale 
and a consequent loss in efficiency that would do much to destroy 
the objectives of the integration program. 

As of March 1956, there were 730 officers in class 4, of whom 40 per- 
cent were lateral entrants and 60 percent were not lateral entrants. 
Under the conversion plan, the new class 4 would have 241 officers 
and the new class 5, a total of 489 officers. Of the 241 new class 4 
officers, 139 (57.7 percent) would be prelateral entrants and 102 (42.3 
percent) would be lateral entrants. Of the 489 new class 5 officers, 
300 (61 percent) would be prelateral entrants and 189 (39 percent) 
would be lateral entrants. In order to reduce further possible dis- 
parities arising out of the conversion plan, the Department intends 
to provide by administrative action that all officers who are converted 
to the new classes 4 and 5 will be considered by the next selection 
board for promotion to class 3. Thus officers transferred to the new 
class 5 will heve an opportunity to compete for advancement to class 
3 on a merit basis; those not so advanced will still have an opportunity 
to be considered for promotion to new class 4. 

In the conversion of officers from the existing salary rates to the 
proposed new rates, each officer will receive a salary rate corresponding 
as closely as possible to his present salary with the proviso that no 
officer will suffer a reduction in basic salary. The effect of this method 
is to reduce to a minimum the cost of conversion to the new salary 
schedule. The average adjustment of salaries under this plan will 
result in an increase of Foreign Service officers’ salaries of less than 3 
percent. 

The bill also provides that for purposes of eligibility for promotion 
and liability for separation, service in a former class shall be considered 
as constituting service in the new class to which an officer is converted. 
Thus, an officer who has served in class 4 for 2 years as of the effective 
date of conversion and who is converted to the new class 5 would be 
considered as having served for 2 years in new class 5 for purposes of 
eligibility for promotion. 

Under subsection (e) officers will receive credit for time served in 
a previous class toward an inclass promotion. 

Subsection (f) determines the effective date of the salary adjust- 
ments and salary increases made pursuant to this bill. 

The committee determined that an eight-class system was more 
responsive to the current needs of the Foreign Service. Of the various 
alternatives that might be used to effect the conversion, the committee 
was of the opinion that the Department’s plan which gives considera- 
tion to merit and to current salary status had been carefully conceived 
and accorded equitable treatment both to the more recently integrated 
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officers and to those with longer service. It noted further that the 
moderate cost of conversion constituted an adjustment to an improved 
and more rational salary structure rather than a salary increase. 


SECTION 17, APPLICATION OF ANNUAL AND SICK LEAVE ACT OF 1951 





The purpose of this section inserted by the Senate committee is to 
make it mandatory that officers who are now covered by the provisions 
of the Annual and Sick Leave Act of 1951, as amended, and whose 
salaries will be in excess of $14,800 as a result of the enactment of this 
bill will remain subject to the provisions of that law. 

The following explanation was submitted by the Department of 
State at the request of the House committee staff: 


The existing provisions of the Annual and Sick Leave Act 
of 1951, as amended, apply to all civilian officers and em- 
ployees of the United States except those specifically ex- 
empted therefrom. Included in the exemptions are persons 
appointed by the President, by and with the advice and 
consent of the Senate, whose rates of basic compensation 
exceed the maximum ($14,800) provided in the General 
Schedule of the Classification Act of 1949, as amended, and 
chiefs of mission who receive compensation in accordance 
with section 411 of the Foreign Service Act of 1946. 

At the present time, therefore, chiefs of mission, career 
ambassadors, and those Foreign Service officers who are ap- 
pointed to positions in the Department by the President, by 
and with the advice and consent of the Senate, and who re- 
ceive compensation in excess of $14,800 per annum are 
exempted from the provisions of the Annual and Sick Leave 
Act of 1951, as amended. Any such officer so exempted is 
entitled to the compensation attached to his office solely by 
virtue of his status as an officer. The President, in his dis- 
cretion, may authorize leaves of absence to officers who are 
exempted from the provisions of the Leave Act. 

In the event the salaries for career ministers and Forei 
Service officers of class 1 are increased, as is proposed in the 
amended section 412 of this bill, career ministers, and Foreign 
Service officers and Foreign Service Reserve officers of class 
1 who are appointed by the President, by and with the advice 
and consent of the Senate, and who receive compensation 
above the first step in class 1, would be automatically ex- 
empted from the provisions of the Annual and Sick Leave 
Act of 1951, as amended, since they are Presidential ap- 

intees with Senate confirmation and since their rates of 

asic compensation would exceed $14,800 per annum, the 
or payable under the Classification Act of 1949, as 
amended. 


SECTION 18. CONTINUATION OF RULES AND REGULATIONS 


The purpose of this section is self-evident, 
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APPENDIX A 


Estimated cost of proposed bill 


Item 
1. Salary increases for chiefs of mission (sec. 2) 


Comment 


The estimated cost of the amendment is based upon an 
average increase of $4,367 in the salaries of 75 chiefs of 
mission. Chief of mission positions will be reevaluated 
with a view toward possible reclassification of certain of 
these pow yery to a lower classification thus reducing the 
overall cost of these increases below the present per annum 
estimate. 


2. Salary adjustments for Foreign Service officers and 
Reserve officers other than chiefs of mission (secs. 3 


Comment 


The estimated cost of salary adjustments for Foreign 
Service officers and Foreign Service Reserve officers, in- 
cluding 11 career ministers not serving as chiefs of mission, 
is based upon an average adjustment of $222 for 2,553 
officers. The 2,553 officers represents the estimated num- 
ber of officers who will be on the rolls as of the effective 
date of the proposed legislation who would be paid from 
“Salaries and expenses” appropriations. In order to 
minimize conversion costs, officers are placed at that rate 
in the new schedule which most nearly corresponds to their 
present salary, provided no officer suffers a loss in salary. 


3. Adjustment in post allowances resulting from salary 
aR aay tsi gt oe RI ag 


Comment 


The estimated cost of adjustment in post allowances is 
based on the fact that of 1,276 overseas personnel receiving 
such allowances (i. e., one-half of the total number of 
officers involved), 40 percent will receive post allowance 
increases of $30 as a result of salary adjustments. 


4. Adjustment in post differential payments resulting from 
Ee RI iidicnccnbnaemsdccnencunses 


Comment | 


At present the salary differential payments equal 0.042 
a of the per annum salary appropriation for American 

oreign Service personnel. This percentage when applied 
to the increased per annum rates resulting from salary 
conversion will require an increase of $21,100. 


21 


Estimated per 
annum cost 


$327, 500 


567, 375 


15, 750 


21, 100 
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Estimated per 
Item annum cost 
5. Allotment for official residence of principal representa- 
NIN: SRD a inscsnas map bday sist ia nabs etanethlataia oe acta ctaes $60, 000 
Comment 


The estimated cost of $60,000 is based upon the need for 
providing allotments at about 20 posts. 


6. Improved medical benefits for dependents (sec. 13)-... 198, 000 


Comment 


It is estimated that the per capita cost of medical benefits 
for dependents will be $40. The estimated cost of $198,000 
was computed by multiplying the estimated number of 
dependents (4,950) by $40. 


7. Provision for recreational facilities (sec. 15)......---- 300, 000 


Comment 


The estimate of $300,000 is based upon the need for 
establishing recreational facilities at approximately 30 
posts abroad. 





i ia ecan bccn 2 ated aeaaocrmena cavers wane 1, 489, 725 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in 
italic, existing law in which no change is proposed is shown in roman): 


FOREIGN SERVICE ACT OF 1946 
AN ACT 


To improve, strengthen, and expand the Foreign Service of the United States and 
to consolidate and revise the laws relating to its administration. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I—SHORT TITLE, OBJECTIVES, AND DEFINITIONS 


Part A—Snort TItTie 










Sec. 101. Titles I to X, inclusive, of this Act may be cited as the 
“Foreign Service Act of 1946”. 


Part B—OBJEcTIVES 







Sec. 111. The Congress hereby declares that the objectives of this 
Act are to develop and strengthen the Foreign Service of the United 
States so as— 

(1) to enable the Foreign Service effectively to serve abroad 
the interests of the United States; 
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(2) to insure that the officers and employees of the Foreign 
Service are broadly representative of the American people and 
are aware of and fully informed im respect to current trends 
in American life; 

(3) to enable the Foreign Service adequately to fulfill the 
functions devolving on it by reason of the transfer to the Depart- 
ment of State of functions heretofore performed by other Gov- 
ernment agencies; 

(4) to provide improvements in the recruitment and training 
of the personnel of the Foreign Service; 

(5) to provide that promotions leading to positions of author- 
ity and responsibility hall be on the basis of merit and to insure 
the selection on an impartial basis of outstanding persons for 
such positions; 

(6) to provide for the temporary appointment or assignment to 
the Foreign Service of representative and outstanding citizens 
of the United States possessing special skills and abilities; 

(7) to provide salaries, allowances, and benefits that will per- 
mit the Foreign Service to draw its personnel from all walks of 
American life and to appoint persons to the highest positions in 
the Service solely on the basis of their demonstrated ability; 

(8) to provide a flexible and comprehensive framework for the 
direction of the Foreign Service in accordance with modern prac- 
tices in public administration; and 

(9) to codify into one Act all provisions of law relating to the 
administration of the Foreign Service. 


Part C—DEFInITIONs 


Sec. 121. When used in this Act, the term— 

(1) “Service” means the Foreign Service of the United States; 

(2) “Secretary” means the Secretary of State; 

(3) “Department” means the Department of State; 

(4) “Government agency” means any executive department, board, 
bureau, commission, or other agency in the executive branch of the 
Federal Government, or any corporation wholly owned (either directly 
or through one or more corporations) by the United States; 

(5) “Government” means the Government of the United States of 
America; 

(6) “Continental United States” means the States and the District 
of Columbia; 

(7) “Abroad” means all areas not included in the continental United 
States as defined in paragraph (6) of this section; 

(8) “Principal officer’ means the officer in charge of an embassy, 
legation, or other diplomatic mission or of a consulate general, con- 
sulate, or vice consulate of the United States; and 

(9) “Chief of mission’ means a principal officer appointed by the 
President, by and with the advice and consent of the Senate, to be in 
charge of an embassy or legation or other diplomatic mission of the 
United States, or any person assigned under the terms of this Act to 
be minister resident, chargé d’affaires, commissioner, or diplomatic 
agent. 
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TITLE II—GOVERNING BODIES FOR THE DIRECTION 
OF THE SERVICE 


Part A—OFFICERS 


DIRECTOR GENERAL 


Src. 201. The Service shall be administered by a Director General 
of the Foreign Service, hereinafter referred to as the Director General, 
who shall be appointed by the Secretary from among Foreign Service 
officers in the class of career minister or in class 1. Under the general 
supervision of the Secretary and the Assistant Secretary of State in 
charge of the administration of the Department, the Director General 
shall, in addition to administering the Service and performing the 
duties specifically vested in him by this or any other Act, coordinate 
the activities of the Service with the needs of the Department and 
of other Government agencies and direct the performance by officers 
and ge pti of the Service of the duties imposed on them by the 
terms of any law or by any order or regulation issued pursuant to law 
or by any international agreement to which the United States is a 
party. 

Part B—Boarps 


BOARD OF THE FOREIGN SERVICE 


Sec. 211. (a) The Board of the Foreign Service shall be composed 
of the Assistant Secretary of State in charge of the administration of 
the Department, who shall be chairman; two other Assistant Secre- 
taries of State, designated by the Secretary to serve on the Board; 
the Director General; and one representative each, occupying posi- 
tions with comparable responsibilities, from the Departments of 
Agriculture, Commerce, and Labor, designated, respectively, by the 
heads of such departments. The Secretary may request the head of 
any other Government department to designate a representative, 
occupying a position with comparable responsibilities, to attend meet- 
ings of the Board whenever matters affecting the interest of such 
department are under consideration. 

(b) The Board of the Foreign Service shall make recommendations 
to the Secretary concerning the functions of the Service; the policies 
and procedures to govern the selection, assignment, rating, and pro- 
motion of Foreign Service officers; and the policies and procedures to 
govern the administration and personnel management of the Service; 
and shall perform such other duties as are vested in it by other sections 
of this Act or by the terms of any other Act. 


THE BOARD OF EXAMINERS FOR THE FOREIGN SERVICE 


Sec. 212. (a) The Board of Examiners for the Foreign Service 
shall, in accordance with regulations prescribed by the Secretary and 
under the general supervision of the Board of the Foreign Service, 
provide for and supervise the conduct of such examinations as may 
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be given to candidates for appointment as pene Service officers in 
accordance with the provisions of sections 516 and 517 or to any other 
person to whom an examination for admission to the Service shall be 
given in accordance with the provisions of this or any other Act or 
any regulations issued pursuant thereto, and provide for such pro- 
cedures as may be necessary to determine the loyalty of such persons 
to the United States and their attachment to the principles of the 
Constitution. 

(b) The membership of the Board of Examiners for the Foreign 
Service, not more than half of which shall consist of Foreign Service 
officers, shall be constituted in accordance with regulations prescribed 
by the Secretary. 


TITLE ITI—DUTIES 
Part A—GENERAL DutIEs 


COMPLIANCE WITH TERMS OF STATUTES, INTERNATIONAL AGREEMENTS, 
AND EXECUTIVE ORDERS 


Sec. 301. Officers and employees of the Service shall, under the 
direction of the Secretary, represent abroad the interests of the United 
States and shall perform the duties and comply with the obligations 
resulting from the nature of their appointments or assignments or 
imposed on them by the terms of any law or by any order or regula- 
tion issued pursuant to law or by any international agreement to 
which the United States is a party. 


DUTIES FOR WHICH REGULATIONS MAY BE PRESCRIBED 


Sec. 302. The Secretary shall, except in an instance where the 
authority is specifically vested in the President, have authority to 
rescribe regulations not inconsistent with the Constitution and the 
aws of the United States in relation to the duties, functions, and obli- 
gations of officers and employees of the Service and the administra- 
tion of the Service. 


DELEGATION OF AUTHORITY TO PRESCRIBE REGULATIONS 


Sec. 303. In cases where authority to prescribe regulations relating 
to the Service or the duties and obligations of officers and employees 
of the Service is specifically vested in the President by the terms of 
this or any other Act, the President may, nevertheless, authorize the 
Secretary to prescribe such regulations. 


Part B—Serrvices roR GOVERNMENT AGENCIES AND OTHER 
EsTABLISHMENTS OF THE GOVERNMENT 


Src. 311. The officers and employees of the Service shall, under 
such regulations as the President may prescribe, perform duties and 
functions in behalf of any Government agency or any other establish- 
ment of the Government requiring their services, including those in 
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the legislative and judicial branches, but the absence of such regula- 
tions shall not preclude officers and employees of the Service from 
acting for and on behalf of any such Government agency or establish- 
ment whenever it shall, through the Department, request their services. 


TITLE IV—CATEGORIES AND SALARIES OF PERSONNEL 
Part A—CaTEeGorIES OF PERSONNEL 


Suc. 401. The personnel of the Service shall consist of the following 
categories of officers and employees: 

(1) Chiefs of mission, who shall be appointed or assigned in accord- 
ance with the provisions of section 501; 

(2) Foreign Service officers, who shall be appointed in accordance 
with section 511, including those serving as chiefs of mission; 

(3) Foreign Service Reserve officers, who shall be assigned to the 
Service on a temporary basis from Government agencies or appointed 
on a temporary basis from outside the Government in accordance 
with the provisions of section 522, in order to make available to the 
Service such specialized skills as may from time to time be required; 

(4) Foreign Service staff officers and employees, who shall be 
appointed in accordance with the provisions of section 531 and who 

all include all personnel who are citizens of the United States, not 
comprehended under paragraphs (1), (2), (3), and (6) of this sec- 
tion, and who shall occupy positions with technical, administrative, 
fiscal, clerical, or custodial responsibilities. 

(5) Alien clerks and employees, who shall be appointed in accord- 
ance with the provisions of section 541; and 

(6) Consular agents, who shall be appointed in accordance with 
the provisions of section 551. 


Part B—SaALARIES 


CHIEFS OF MISSION 


Sec. 411. The President shall for salary purposes classify into four 
classes the positions which are to be occupied by chiefs of mission. 
[The per annum salaries of chiefs of mission within each class shall 
be as follows: Class 1, $25,000 per annum; class 2, $20,000; class 3, 
$17,500; and class 4, $15,000.] The per annum salaries of chiefs of 
mission within each class shall be as follows: Class 1, $27,500 per 
annum; class 2, $25,000; class 3, $22,500; and class 4, $20,000. 


FOREIGN SERVICE OFFICERS 


[Sec. 412. There shall be eight classes of Foreign Service officers, 
including the classes of career ambassador and of career minister. 
The per annum salary of a career ambassador shall be the same as 
that for an Assistant Secretary of State. The per annum salary of a 
career minister shall be $14,800. The per annum salaries of Foreign 
Service Officers within each of the other classes shall be as follows: 
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Class 1, $13,760, $14,190, $14,620, $14,800, $14,800; 

Class 2, $11,965, $11,990, $12,365, $12,740, $13,115, $13,495, 
$13,655; 

[Class 3, $9,815, $10,140, $10,460, $10,785, $11,105, $11,430, 
$11,750, $11,860; 

[Class 4, $7,490, $7,810, $8,135, $8,455, $8,780, $9,100, $9,425, 
$9,530; 

[Class 5, $5,715, $5,930, $6,145, $6,360, $6,575, $6,790, $7,005, 
$7,220; 

[Class 6, $4,295, $4,510, $4,725, $4,940, $5,155, $5,370, $5,475.] 


Sec. 412. There shall be ten classes of Foreign Service officers, includ- 
ing the classes of career ambassador and of career minister. The per 
annum salary of a career ambassador shall be $20,000. The per annum 
salary of a career minister shall be $17,500. The per annum salaries of 
Foreign Service officers within each of the other classes shall be as follows: 


Class 1_. $14, 600 $15,000 $15, 400 $15, 800 $16, 200 $16, 600 $17, 000 
Class 2.. 12,600 12,900 138,200 13,500 18,800 14,100 14, 400 
Class 3.. 10,600 10,900 11,200 11,500 11,800 12,100 12, 400 
Class 4... 9,000 9,250 9,500 9,750 10,000 10,250 10,500 
Class 5.. 7,400 7,650 7,900 8,150 8,400 8,650 8,900 
Class 6.. 6,100 6,800 6,500 6,700 6,900 7,100 7,300 
Class7.. 5,100 65,250 65,400 65,550 65,700 65,850 6,000 
Class 8.. 4,800 4,450 4,600 4,750 4,900 5,050 6,200 $5, 350 


SALARIES AT WHICH FOREIGN SERVICE OFFICERS MAY BE APPOINTED 


Sec. 413. A person appointed as a Foreign Service officer shall 
receive basic salary at one of the rates of the class to which he is 
appointed which the Secretary shall, taking into consideration his age, 
qualifications, and experience, determine to be appropriate for him to 
receive. 

FOREIGN SERVICE RESERVE OFFICERS 


Sec. 414. (a) There shall be [six] eight classes of Foreign Service 
Reserve officers, referred to hereafter as Reserve officers, which classes 
shall correspond to classes 1 to [6] 8 of Foreign Service officers. 

(b) A Reserve officer shall receive salary at any one of the rates 
provided for the class to which he is appointed or assigned in accord- 
ance with the provisions of section 523. 

(c) A person assigned as a Reserve officer from any Government 
agency shall receive his salary from appropriations provided for the 
Department during the period of his service as a Reserve officer. 


FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES 


Sec. 415. There shall be twenty-two classes of Foreign Service staff 
officers and employees, referred to hereafter as staff officers and 
employees. The = annum rates of salary of staff officers and em- 
ployees within each class shall be as follows: 


Class 1, $10,700, $11,020, $11,345, $11,665, $11,965 
Class 2, $9,925, $10,185, $10,440, $10,700, $11,020 
Class 3, $9,120, $9,380, $9,635, $9.895, $10,150 
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Class 4, $8,270, $8,525, $8,785, $9,040, $9,300 

Class 5, $7,630, $7,825, $8,015, $8,210, $8,470, $8,725 

Class 6, $6,990, $7,185, $7,380, $7,570, $7,765, $7,960 

Class 7, $6,355, $6,545, $6,740, $6,935, $7,125, $7,320 

Class 8, $5,715, $5,905, $6,100, $6,295, $6,490, $6,680 

Class 9, $5,075, $5,270, $5,460, $5,655, $5,850, $6,045 

Class 10, $4,650, $4,780, $4,910, $5,035, $5,230, $5,425, $5,615 
Class 11, $4,225, $4,355, $4,480, $4,610, $4,740, $4,870, $5,000 
Class 12, $3,800, $3,925, $4,055, $4,185, $4,315, $4,445, $4,570 
Class 13, $3,390, $3,520, $3,645, $3,775, $3,905, $4,035, $4,165 
Class 14, $3,000, $3,130, $3,260, $3,390, $3,520, $3,645, $3,775 
Class 15, $2,810, $2,875, $2,935, $3,000, $3,130, $3,260, $3,390 
Class 16, $2,615, $2,680, $2,745, $2,810, $2,875, $2,935, $3,000 
Class 17, $2,420, $2,485, $2,550, $2,615, $2,680, $2,745, $2,810 
Class 18, $2,230, $2,290, $2,355, $2,420, $2,485, $2,550, $2,615 
Class 19, $2,035, $2,100, $2,165, $2,230, $2,290, $2,355, $2,420 
Class 20, $1,840, $1,905, $1,970, $2,035, $2,100, $2,165, $2,230 
Class 21, $1,645, $1,710, $1,775, $1,840, $1,905, $1,970, $2,035 
Class 22, $1,455, $1,520, $1,585, $1,645, $1,710, $1,775, $1,840 


SALARIES AT WHICH FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES 
MAY BE APPOINTED 


Sec. 416. A person appointed as a staff officer or employee shall 
receive salary at the minimum rate provided for the class to which 
appointed except as otherwise provided in accordance with the pro- 
visions of part E of this title. 


SALARIES OF ALIEN CLERKS AND EMPLOYEES 


Sec. 417. The salary or compensation of an alien clerk or employee 
shall be fixed by the Secretary in accordance with such regulations as 
he shall prescribe and, as soon as practicable, in accordance with the 
provisions of section 444 (b). The salary or compensation of an alien 
clerk or employee fixed on a per annum basis may, notwithstanding 
the provisions of any other law, be payable on a weekly or biweekly 
basis. When a one- or two-week pay period of such a clerk or em- 
ployee begins in one fiscal year and ends in another, the gross amount 
of the earnings for such pay period may be regarded as a charge against 
the appropriation or allotment current at the end of such pay period. 


SALARIES OF CONSULAR AGENTS 


Src. 418. The salary or compensation of a consular agent shall be 
fixed by the Secretary in accordance with such regulations as he shall 
prescribe and, as soon as practicable, in accordance with the provisions 
of section 445. 


Part C—Sa.arizs or Orricers TEMPORARILY IN CHARGE 


AS CHARGES D’AFFAIRES AD INTERIM 


Sec. 421. For such time as any Foreign Service officer shall be 
authorized to act as charge d’affaires ad interim at the post to which 
he is assigned, he shall receive, in addition to his basic salary as For- 
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eign Service officer, compensation equal to that portion of the differ- 
ence between such salary and the basic salary provided for the chief of 
mission as the Secretary may determine to be appropriate. 


AS OFFICERS IN CHARGE OF CONSULATES GENERAL OR CONSULATES 


Sec. 422. For such time as any Foreign Service officer or any consul 
or vice consul who is not a Foreign Service officer is temporarily in 
charge of a consulate gre or consulate during the absence or inca- 
pacity of the principal officer, he shall receive, in addition to his basic 
salary as Foreign Service officer or consul or vice consul, sorry oar 
equal to that portion which the Secretary shall determine to be appro- 
priate of the difference between such salary and the basic salary pro- 
vided for the principal officer, or, if there be none, of the ‘Bihar 
principal officer. 


Part D—Time or REcEIVING SALARY 
CHIEFS OF MISSION 


Src. 431. (a) Under such regulations as the Secretary may pre- 
scribe, a chief of mission may be entitled to receive salary from the 
effective date of his appointment to the date marking his return to his 
place of residence at the conclusion of the period of his official service 
as chief of mission or the termination of time spent on authorized 
leave, whichever shall be later, but no chief of mission shall be entitled 
to receive salary while absent from his post whenever the Secretary 
shall find that such absence was without authorization or justification. 
If a chief of mission in one position is appointed as chief of mission 
in another position, he shall be entitled to receive the salary pertain- 
ing to the new position commencing on the effective date of the new 
appointment. 

(b) The official services of a chief of mission shall not be deemed 
terminated by the appointment of a successor but shall continue until 
he has relinquished charge of the mission and has rendered such addi- 
tional services to the Department as the Secretary may require him to 
render in the interests of the Government for a period not in excess of 
thirty days, exclusive of time spent in transit. 

(c) During the service of a Foreign Service officer as chief of mission 
he shall receive, in addition to his salary as Foreign Service officer 
compensation equal to the difference, if any, between such salary and 
the salary of the position to which he is appointed or assigned. 


OTHER OFFICERS AND EMPLOYEES 


Src. 432. (a) Under such regulations as the Secretary may pre- 
scribe, any officer or age ag appointed to the Service may be entitled 
to receive salary from the effective date of his appointment to the date 


when he shall have returned to his place of residence at the conclusion 
of the period of his official service, or the termination of time spent 
on authorized leave, whichever shall be later, but no such officer or 
employee shall be entitled to receive salary while absent from his post 
whenever the Secretary shall find that such absence was without 
authorization or justification. 
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(b) A Foreign Service officer, appointed during a recess of the 
Senate, shall be paid salary from the effective date of his appointment 
until the end of the next session of the Senate, if he has not theretofore 
been confirmed by the Senate, or until his rejection by the Senate 
before the end of its next session. 

(c) A Foreign Service officer promoted to a higher class shall 
receive salary at the rate prescribed in section 412 for the class to 
which he is promoted from the effective date of his appointment to 
such class. A Foreign Service officer promoted to a higher class 
during a recess of the Senate shall receive salary at the rate prescribed 
for the class to which he is promoted from the effective date of his 
appointment to such class until the end of the next session. If the 
Senate should reject or fail to confirm the promotion of such an 
officer during the session following the date of his promotion, the 
Foreign Service officer shall, unless he has become liable to separation 
in accordance with the provisions of section 633,’ be automatically 
reinstated in the class from which he was promoted and receive the 
salary he was receiving prior to his promotion, such reinstatement to 
be effective, in the event of rejection of the nomination, from the date 
of rejection; and in the event of the failure of the Senate to act on the 
nomination during the session following a promotion, from the 
termination of that session. 


Part E—CLASSIFICATION 
CLASSIFICATION OF POSITIONS IN THE FOREIGN SERVICE 


Sec. 441. Under such regulations as he may prescribe, the Secre- 
tary shall classify all positions in the Service, including those positions 
at foreign posts which may be held by career ministers, and shall 
allocate all positions occupied or to be occupied by staff officers or 
employees to classes and subclasses established by sections 415 and 
442, respectively, and by alien employees and consular agents to such 
classes as may be established by regulation. 


ADMINISTRATIVE ESTABLISHMENT OF NEW GROUPS OF POSITIONS FOR 
FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES 


Src. 442. The Secretary may, whenever he deems such action to be 
in the interests of good administration and warranted by the nature 
of the duties and responsibilities of any group of positions occupied 
or to be occupied by staff officers and employees in comparison with 
other positions in the same class, establish by regulation for any 
such group of positions a minimum salary computed at any one of 
the rates of salary above the minimum for a given class but not in 
excess of the middle rate provided for that class in section 415. Such 
groups of positions shall, for the purposes of this Act, be known as 
subclasses. 


ADMINISTRATIVE ESTABLISHMENT OF SALARY DIFFERENTIALS 


Src. 443. The President may, under such regulations as he may 
prescribe, establish rates of salary differential, not exceeding 25 per 
centum of basic salary, for Foreign Service officers, Reserve officers, 
and staff officers and employees assigned to posts involving extra- 
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ordinarily difficult living conditions, excessive physical hardship, or 
notably unhealthful conditions. The Secretary shall prepare and 
maintain a list of such posts. 


CLASSIFICATION OF POSITIONS OF ALIEN CLERKS AND EMPLOYEES 


Src. 444. (a) Upon the basis of the classification provided for in 
section 441, the Secretary shall, with the advice of the Board of the 
Foreign Service, from time to time prepare schedules of salaries for 
classes of positions of alien clerks and employees of the Service, which 
classes shall be established by regulation, and shall allocate all such 
positions to the appropriate classes. 

(b) All alien employees in an area of comparatively uniform wage 
scales and standards of living, occupying positions of equal respon- 
sibility, shall receive equal pay except as there may be increases pro- 
vided for length of service in accordance with uniform procedures, 


CLASSIFICATION OF CONSULAR AGENTS 


Sec. 445. Upon the basis of the classification provided for in section 
441, the Secretary shall, with the advice of the Board of the Foreign 
Service, from time to time prepare schedules of salaries for classes of 
positions of consular agents, which classes shall be established by 
— and shall allocate all such positions to the appropriate 
classes. 


EXEMPTION FROM THE APPLICATION OF THE CLASSIFICATION ACT 


Src. 446. Title II of the Act of November 26, 1940, entitled “An 
Act extending the classified executive Civil Service of the United 
States” (54 Stat. 1212; 5 U.S. C. 681), is hereby further amended by 
deleting paragraph (vii) of section 3 (d) and by substituting in lieu 
of the present language of paragraph (vi) of section 3 (d) the follow- 
ing language: “Offices or positions of officers and employees of the 
Foreign Service’. 


TITLE V—APPOINTMENTS AND ASSIGNMENTS 
Part A—PrincrpaLt Diretomatic REPRESENTATIVES 
APPOINTMENTS 


Sec. 501. (a) The President shall, by and with the advice and con- 
sent of the Senate, appoint ambassadors and ministers, including 
career ambassadors ‘eid career ministers. 

(b) The President may, in his discretion, assign any Foreign Service 
officer to serve as minister resident, chargé d’affaires, commissioner, 
or diplomatic agent for such period as the public interest may require. 


LISTS OF FOREIGN SERVICE OFFICERS QUALIFIED TO BE CAREER MINIS- 
TERS OR CHIEFS OF MISSION TO BE FURNISHED TO THE PRESIDENT 


Sec. 502. (a) The Secretary shall, on the basis of recommenda- 
tions made by the Board of the Foreign Service, from time to time 
furnish the President with the names of Foreign Service officers 
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REASSIGNMENT TO FOREIGN SERVICE OF FORMER AMBASSADORS AND 
MINISTERS 


Src. 519. If, within three months of the date of the termination 
of his services as chief of mission and of any period of authorized 
leave, a Foreign Service officer has not again been appointed or 
assigned as chief of mission or assigned in accordance with the pro- 
visions of section 514, he shall be retired from the Service and receive 
retirement benefits in accordance with the provisions of section 821. 


REINSTATEMENT AND RECALL OF FOREIGN SERVICE OFFICERS 


Sec. 520. (a) The President may, by and with the advice and con- 
sent of the Senate, reappoint to the Service, a former Foreign Service 
officer who has been separated from the Service by reason of appoint- 
ment to some other position in the Government service and who has 
served continuously in the Government up to the time of reinstate- 
ment. The Secretary shall, taking into consideration the qualifica- 
tions and experience of each candidate for reappointment and the 
rank of his contemporaries in the Service, recommend the class to 
which he shall be reappointed in accordance with the provisions of 
this section. 

(b) Whenever the Secretary shall determine an emergency to exist, 
the Secretary may recall any retired Foreign Service officer tem- 
porarily to active service. 


Part C—ForeicGn Service RESERVE OFFICERS 
ESTABLISHMENT OF RESERVE 


Sec. 521. In accordance with the terms of this Act and under such 
regulations as the Secretary shall prescribe, there shall be organized 
and maintained a Foreign Service Reserve, referred to hereafter as 
the Reserve. 


APPOINTMENTS AND ASSIGNMENTS TO THE RESERVE 


Sec. 522. Whenever the services of a person who is a citizen of 
the United States and who has been such for at least five years are 
required by the Service, the Secretary may— 

(1) appoint as a Reserve officer for nonconsecutive periods of 
not more than five years each, a person not in the employ of the 
Government whom the Board of the Foreign Service shall deem 
to have outstanding qualifications; and 

(2) assign as a Reserve officer for nonconsecutive periods of 
not more than five years each a person regularly employed in any 
Government agency, subject, in the case of an employee of 8 
Government agency other than the Department of State, to the 
consent of the head of the agency concerned. 


APPOINTMENT OR ASSIGNMENT TO A CLASS 


Sec. 523. A Reserve officer, appointed or assigned to active duty, 
shall be appointed or assigned to a class and not to a particular post, 
and such an officer may be assigned to posts and may be transferred 
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from one post to another by order of the Secretary as the interests 
of the Service may require. The class to which he shall be appointed 
or assigned shall depend on bis age, qualifications, and experience. 


COMMISSIONS 


Sec. 524. Whenever the Secretary shall deem it in the interests 
of the Service that a Reserve officer shall serve in a diplomatic or 
consular capacity, he may recommend to the President that such 
officer be commissioned as a diplomatic or consular officer or both. 
The President may, by and with the advice and consent of the 
Senate, commission such officer as a diplomatic or consular officer or 
both, and all official acts of such an officer while serving under a 
diplomatic or consular commission shall be performed under his 
commission as a diplomatic or consular officer. In all other cases, 
appropriate rank and status, analogous to that of Foreign Service 
officers engaged in work of comparable importance shall be provided 
to permit Reserve officers to carry out their duties effectively. 


ACTIVE DUTY 


Sec. 525. The Secretary shall by regulation define the period during 
which a Reserve officer shall be considered as being on active duty. 


BENEFITS 


Sec. 526. A Reserve officer shall, except as otherwise provided in 
regulations which the Secretary may prescribe, receive all the allow- 
ances, privileges, and benefits which Foreign Service officers are en- 
titled to receive in accordance with the provisions of title LX. 


REAPPOINTMENT OR REASSIGNMENT OF RESERVE OFFICERS 


Sec. 527. A person who has served as a Reserve officer may not be 
reappointed or reassigned to active duty until the expiration of a 
period of time equal to his preceding tour of duty or until the expira- 
tion of a year, whichever is the shorter. 


REINSTATEMENT OF RESERVE OFFICERS 


Sec. 528. Upon the termination of the assignment of a Reserve offi- 
cer assigned from any Goverament agency, such person shall be en- 
titled to reinstatement in the Government agency by which he is 
regularly employed in the same position he occupied at the time of 
assignment, or in a corresponding or higher position. Upon reinstate- 
ment he shall receive the within-grade salary advancements he would 
have been entitled to receive had he remained in the position in which 
he 1s regulariy employed under subsection (d), section 7, of the Clas- 
sification Act of 1922, as amended, or any corresponding provision 
of law applicable to the position in which he is serving. A certificate 
of the Secretary that such person has met the standards required for 
the efficient conduct of the work of the Foreign Service shall satisfy 
any requirements as to the holding of minimum ratings as a prereq- 
uisite to the receipt of such salary advancements. 
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to receive as an officer or employee of the Service, such officer or 
employee shall, during the period such difference in salary exists, 
receive the salary of the position in which he is serving in lieu of his 
salary as an officer or employee of the Service. Any salary paid under 
the provisions of this section shall be paid from appropriations made 
available for the payment of salaries of officers and employees of the 
Service and shall be the salary on the basis of which computations and 
payments shall be made in accordance with the provisions of title VITI. 

(e) The salary of an officer or employee assigned pursuant to the 
terms of this section shall be paid from appropriations made available 
for the payment of salaries of officers and employees of the Service. 
Such appropriations may be reimbursed, however, when the Secretary 
enters into reimbursement agreements with heads of Government 
agencies for all or any part of the salaries of officers or employees 
assigned to such agencies and payment is received pursuant thereto, 
or when an officer or employee of the Service is assigned to a position 
the salary of which is payable from other funds available to the 
Department. 


COMPULSORY SERVICE OF FOREIGN SERVICE OFFICERS IN THE CONTI- 
NENTAL UNITED STATES 
Sec. 572. Every Foreign Service officer shall, during his first fifteen 
years of service in such capacity, be assigned for duty in the continental 
United States in accordance with the provisions of section 571 for 
periods totaling not less than three years. 


ASSIGNMENT FOR CONSULTATION OR INSTRUCTION 


Sec. 573. (a) Any officer or employee of the Service may, in the 
discretion of the Secretary, be assigned or detailed to any Government 
agency for consultation or specific instruction either at the commence- 
ment, during the course of, or at the close of the period of his official 
service; and any such detail or assignment, if not more than four 
months in duration, shall not be considered as an assignment within the 
meaning of section 571. 

(b) Any officer or employee of the Service may be assigned or 
detailed for special instruction or training at or with public or private 
nonprofit institutions; trade, labor, agricultural, or scientific associa- 
tions; or commercial firms. 


ASSIGNMENT TO TRADE, LABOR, AGRICULTURAL, SCIENTIFIC, OR 
OTHER CONFERENCES 


Sec. 574. An officer or employee of the Service may, in the discretion 
of the Secretary, be assigned or detailed for duty with domestic or 
international trade, labor, agricultural, scientific, or other conferences, 
congresses, or gatherings, including those whose place of meeting is 
in the continental United States; or for other special duties, including 
temporary details under commission not at his post or in the Depart- 
ment. 

ASSIGNMENTS TO FOREIGN GOVERNMENTS 


Src. 575. The Secretary may, in his discretion, assign or detail an 
officer or employee of the Service for temporary service to or in coopera- 
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tion with the government of another country in accordance with the 
rovisions of the Act of May 25, 1938, as amended (52 Stat. 442; 53 
tat. 652; 5. U.S. C. 118e). 


ASSIGNMENTS TO INTERNATIONAL ORGANIZATIONS 


Sec. 576. The Secretary may, in his discretion, assign or detail an 
officer or employee of the Service for temporary service to or in coopera- 
tion with an international organization in which the United States 
participates under the same conditions as those governing the assign- 
ment or detail of officers or employees of the Service to the government 
of another country in accordance with the provisions of the Act of 
May 25, 1938, as amended (52 Stat. 442; 53 Stat. 652; 5. U.S. C. 118e). 


ASSIGNMENT OR DETAIL TO THE UNITED STATES NOT TO AFFECT 
PERSONNEL CEILINGS 


Src. 577. An officer or employee of the Service assigned or detailed 
to the continental United States in accordance with the provisions of 
this Act shall not be counted as a civilian employee within the meaning 
of section 607 of the Federal Employees’ Pay Act of 1945, as amended 
by section 14 of the Federal Employees’ Pay Act of 1946. 


TITLE VI—PERSONNEL ADMINISTRATION 
Part A—DEFINITIONS 


Sec. 601. For the purposes of this title— 

(1) “Efficiency record” is the term which describes those materials 
considered by the Director General to be pertinent to the preparation 
of an evaluation of the performance of an officer or employee of the 
Service, 

(2) “Efficiency report” is the term which designates the analysis 
of the performance of an officer or employee made by his supervising 
officer or by a Foreign Service inspector in accordance with such 
regulations as may be prescribed by the Secretary. 


Part B—Erriciency Recorps 


RESPONSIBILITY OF THE DIRECTOR GENERAL FOR THE KEEPING OF 
EFFICIENCY RECORDS 


Sec. 611. The Director General, acting under the general direc- 
tion of the Board of the Foreign Service, shall be responsible for the 
keeping of accurate and impartial efficiency records. Cindee his direc- 
tion there shall be assembled, recorded, and preserved all available 
information in regard to the character, ability, conduct, quality of 
work, industry, experience, dependability, and general usefulness of 
all officers and employees of the Service, including the reports of For- 
eign Service inspectors and the efficiency reports of supervising officers. 
The Director General shall undertake such statistical and other 
analyses as may be necessary to develop the validity and reliability 
of efficiency reporting forms and procedures. 
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(b) Any Foreign Service officer in [classes 4 or 5 J classes 4, 5, 6 or 7 
who is retired from the Service in accordance with the provisions of 
section 633 shall receive— 


(1) one-twelfth of a year’s salary at his then current salary rate 

for each year of service and proportionately for a fraction of a 

year, but not exceeding a total of one year’s salary at his then 

current salary rate, payable without interest, in three equal in- 
stallments on the Ist day of January following the officer’s 
retirement and on the two anniversaries of this date immediately 
following; and 

(2) a refund of the contributions made to the Foreign Service 

Retirement and Disability Fund, with interest thereon at 4 

per centum, compounded annually, except that in lieu of such 

refund such officer may elect to receive retirement benefits on 
reaching the age of sixty-two, in accordance with the provisions 
of section 821. In the event that an officer who was separated 
from [class 4] classes 4 or 5 and who has elected to receive 
retirement benefits dies before reaching the age of sixty-two, his 
death shall be considered a death in service within the meaning 
of section 832. In the event that an officer who was separated 
from [class 5] classes 6 and 7 and who has elected to receive retire- 
ment benefits dies before reaching the age of sixty-two, the total 
amount of his contributions made to the Foreign Service Retire- 
ment and Disability Fund, with interest thereon at 4 per centum, 
compounded annually, shall be paid in accordance with the 

provisions of section 841. 

(c) Notwithstanding the provisions of section 3477 of the Revised 
Statutes, as amended (31 U.S. C. 203) or the provisions of any other 
law, a Foreign Service officer who is retired in accordance with the 
provisions of section 633 shall have the right to assign to any person 
or corporation the whole or any part of the benefits receivable by 
him pursuant to paragraph (b) (1) of this section. Any such assign- 
ment shall be on a form approved by the Secretary of the Treasury 
and a copy thereof shall be deposited with the Secretary of the 
Treasury by the officer executing the assignment. 


FOREIGN SERVICE OFFICERS RETIRED FROM CLASS 6 


Sec. 635. Any Foreign Service officer in class [6] 8 shall occupy 
probationary status. ‘The Secretary may terminate hi; service at any 
time. 

VOLUNTARY RETIREMENT 


Sec. 636. Any Foreign Service officer who is at least fifty years of 
age and has rendered twenty years of service, including service within 
the meaning of section 853, may on his own application and with 
the consent of the Secretary be retired from the Service and receive 
benefits in accordance with the provisions of section 821. 


SEPARATION FOR UNSATISFACTORY PERFORMANCE OF DUTY 


Src. 637. (a) The Secretary may, under such regulations as he may 
prescribe, separate from the Service any Foreign Service officer above 
class [6] 8 on account of the unsatisfactory performance of his duties; 
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but no such officer shall be so separated from the Service until he shall 
have been granted a hearing by the Board of the Foreign Service and 
the unsatisfactory performance of his duties shall have been estab- 
lished at such hearing. 

(b) Any Foreign Service officer over forty-five years of age, sep- 
arated from the Service in accordance with the provisions of para- 
graph (a) of this section, shall be retired upon an annuity computed 
in accordance with the provisions of section 821 but not in excess of 
25 per centum of his per annum salary at the time of his separation. 

(ce) Any Foreign Service officer under forty-five years of age, sep- 
arated from the Service in accordance with the provisions of para- 
graph (a) of this section, shall at the time of separation receive a 
payment equal to one year’s salary or the refund of the contributions 
made by him to the Foreign Service Retirement and Disability Fund, 
whichever shall be greater. 

(d) Any payments made in accordance with the provisions of this 
section shall be made out of the Foreign Service Retirement and 
Disability Fund. 


SEPARATION FOR MISCONDUCT OR MALFEASANCE 


Sec. 638. The Secretary shall separate from the Service any Foreign 
Service officer or Reserve officer who shall be guilty of misconduct or 
malfeasance in office, but no such officer shall be so separated from the 
Service until he shall have been granted a hearing by the Board of 
the Foreign Service and his misconduct or malfeasance shall have been 
established at such hearing. Any officer separated from the Service 
in accordance with the provisions of this section shall not be eligible 
to receive the benefits provided by title VIII of this Act, but his 
contributions to the Foreign Service Retirement and Disability Fund 
shall be returned to him in accordance with the provisions of section 
841 (a). 


Part E—Promorion or Foreign Service Starr OFFICERS AND 
EMPLOYEES 


CLASS PROMOTION OF STAFF PERSONNEL 


Sec. 641. Any staff officer or employee may, in accordance with 
uniform procedures established in regulations prescribed by the Sec- 
retary, upon demonstration of ability to assume duties of greater 
responsibility, be promoted to a vacant position in a higher class at 
the same or at a higher rate of salary. 


IN-CLASS PROMOTIONS OF STAFF OFFICERS AND EMPLOYE®S 


Src. 642. In-class promotions of staff officers and employees shall 
be granted in accordance with regulations prescribed by the Secretary. 


Part F—SeparaTIoNn OF STarF OFrricers AND EMPLOYEES 
FOR UNSATISFACTORY PERFORMANCE OF DUTY 
Src. 651. The Secretary may, under such ce maapere as he may 


prescribe, fae from the Service any staff officer or employee on 
account of t 


e unsatisfactory performance of his duties, but no such 
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(b) The Secretary may, under such regulations as he may prescribe 
and on a full- or part-time ‘basis, assign or r detail officers and employees 
of the Service to serve on the faculty or staff of the Institute or to 
receive training at the Institute. 

(c) The Secretary may, under such regulations as he may prescribe 
and on a full- or part-time basis, assign or detail any officer or employee 
of the Department, and, with the consent of the head of the Govern- 
ment agency concerned, any other officer or employee of the Govern- 
ment, to serve on the faculty or staff of the Institute, or to receive 
training. During the period of his assignment or detail, such officer 
or employee shall be considered as remaining in the position from 
which assigned. 

(d) It shall be the duty of the Director to make recommendations 
to the Secretary with regard to the appointment, assignment, or 
detail of persons to serve on the faculty or staff of the Institute, 
and the Secretary shall in each case take such recommendations into 
consideration in making such appointments, assignments, or details. 


INSTRUCTION AND EDUCATION AT OTHER LOCALITIES THAN THE INSTITUTE 


Sec. 705. The Secretary may, under such regulations as he may 
prescribe, pay the tuition and other expenses of oflicers and employees 
of the Service, assigned or detailed in accordance with the provisions 
of section 573 (b) for special instruction or training at or with public 
or private nonprofit institutions, trade, labor, agric ultural, or scientific 
associations, or commercial firms. 


ENDOWMENTS AND GIFTS TO THE INSTITUTE 


Src. 706. The Secretary may accept, receive, hold, and administer 
gifts, bequests, or devises of money, securities, or property made for 
the benefit of, or in connection with, the Foreign Service Institute 
in accordance with part C of title X. 

ACQUISITION OF REAL PROPERTY FOR THE INSTITUTE 

Sec. 707. The Secretary may, in the name of the United States, 
acquire such real property as may be necessary for the operation 
and maintenance of the Institute and, without regard to section 3709 
of the Revised Statutes, such other property and equipment as may 
be necessary for its operation and maintenance. 


TITLE VIII—THE FOREIGN SERVICE RETIREMENT AND 
DISABILITY SYSTEM 


Part A—EstTaBLISHMENT OF SyYsTEM 


RULES AND REGULATIONS 


Src. 801. (a) The President may prescribe rules and regulations 
for the maintenance of a Foreign Service Retirement and Disability 
System, originally established by section 18 of the Act of May 24, 
1924 (43 Stat. 144), referred to hereafter as the System. 

(b) The Secretary shall administer the System in accordance with 
such rules and regulations and with the principles established by this 
Act. 
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MAINTENANCE OF FUND 


Src. 802. The Secretary of the Treasury shall maintain the special 
fund, known as the Foreign Service Retirement and Disability Fund, 
referred to hereafter as the Fund, originally constituted by section 18 
of the Act of May 24, 1924 (43 Stat. 144). 


PARTICIPANTS 


Src. 803. (a) The following persons, hereafter referred to as par- 
ticipants, shall be entitled to the benefits of the System: 

(1) All Foreign Service officers; 

(2) All other persons making contributions to the Fund on the 
effective date of this Act; 

(3) Any chief of mission who is not otherwise entitled to be a 
participant and who fulfills the conditions of paragraph (b) of this 
section ; 

(b) A person to become a participant in accordance with the pro- 
visions of paragraphs (a) (3) of this section must— 


(1) have served as chief of mission for an aggregate period 
of twenty years or more, exclusive of extra service credit in 
accordance with the provisions of section 853; and 

(2) have paid into the Fund a special contribution equal to 5 
per centum of his basic salary for each year of such service with 
interest thereon to date of payment, compounded annually at 4 
per centum, 

ANNUITANTS 


Sec. 804. Annuitants shall be persons who are receiving annuities 
from the Fund on the effective date of this Act, persons who shall 
become entitled to receive annuities in accordance with the provisions 
of sections 519, 631, 632, 634, 636, 637, 831, 832, and 833, and all 
widows and beneficiaries of participants who are entitled to receive 
annuities in accordance with the terms of this title. 


Parr B—Compu.sory CONTRIBUTIONS 


Sec. 811. Five per centum of the basic salary received by each 
participant shall be contributed to the Fund, and the Secretary of the 
Treasury is directed to cause such deductions to be made and the 
sums transferred on the books of the Treasury Department to the 
credit of the Fund for the payment of annuities, cash benefits, refunds, 
and allowances. 


Part C—CompvutTaTION OF ANNUITIES 


Sec. 821. (a) The annuity of a participant shall be equal to 2 per 
centum of his average basic salary for the highest five consecutive 
vears of service, for which full contributions have been made to the 
Fund multiplied by the number of years service, not exceeding 
[thirty] thirty-five years. In determining the aggregate period of 
service upon which the annuity is to be based, the fractional part of 
a month, if any, shall not be counted. 
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(b) Any person who is a participant in accordance with the pro- 
visions of section 803 (a) (3) shall be entitled to voluntary retirement 
to the same extent and subject to the same conditions as a Foreign 
Service officer. 


Part E—Disposition oF CONTRIBUTIONS AND INTEREST IN Excess 
. oF Benerits RECEIVED 


Sec. 841. (a) Whenever a participant becomes separated from the 
Service without becoming eligible for an annuity or a deferred annuity 
in accordance with the provisions of this Act, the total amount of 
contributions from his salary with interest thereon at 4 per centum 
per annum, compounded annually up to the date of such separation, 
except as provided in section 881, shall be returned to him. 

(b) In the event that the total contributions of a retired partici- 
pant, other than voluntary contributions made in accordance with the 
provisions of section 881, with interest compounded annually at 4 
per centum added thereto, exceed the total amount returned to such 
participant or to an annuitant claiming through him, in the form of 
annuities, accumulated at the same rate of interest up to the date the 
annuity payments cease under the terms of the annuity, the excess of 
the accumulated contributions over the accumulated annuity pay- 
ments shall be paid in the following order of precedence, upon the 
establishment of a valid claim therefor: 

(1) To the beneficiary or beneficiaries designated by the retired 
participant in writing to the Secretary; 

(2) if there be no such beneficiary, to the duly appointed executor 
or administrator of the estate of the retired participant; 

(3) If there be no such beneficiary, or executor or administrator, 
payment may be made to such person or persons as may appear in the 
judgment of the Secretary to be legally entitled thereto, and such pay- 
ment shall be a ban to recovery by any other person. 

(c) No payment shall be made pursuant to paragraph (b) (3) of 
this section until after the expiration of thirty days from the death 
of the retired participant or his surviving annuitant. 


Part F—Periop or SEervICcE FOR ANNUITIES 
COMPUTATION OF LENGTH OF SERVICE 


Sec. 851. For the purposes of this title, the period of service of a 
participant shall be computed from the effective date of appointment 
as Foreign Service officer, or, if appointed prior to July 1, 1924, as 
diplomatic secretary, consul general, consul, vice consul, deputy con- 
sul, consular assistant, consular agent, commercial agent, interpreter, 
or student interpreter, and shall include periods of service at different 
times as either a diplomatic or consular officer, or while on assignment 
to the Department, or while on special duty or service in another 
department or establishment of the Government, or while on any 
assignment in accordance with the provisions of part H of title V, but 
all periods of separation from the Service and so much of any leaves 
of absence as may exceed six months in the aggregate in any calendar 
year shall be excluded, except sick leaves of absence for illness or 
injury incurred in the line of duty, with or without pay, and leaves 
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of absences granted participants while performing active military 
or naval service in the Army, Navy, Marine Corps, or Coast Guard of 
the United States. 

PRIOR SERVICE CREDIT 


Sec. 852. (a) A participant may, subject to the provisions of this 
section, include in his period of service— 

(1) service performed as a civilian officer or employee of the 
Government prior to becoming a participant; and 

(2) active military or naval service in the Army, Navy, 
Marine Corps, Air Foree, or Coast Guard of the United States. 

(b) A person may obtain credit for prior service by making a 
special contribution to the Fund equal to 5 per centum of his annual 
salary for each year of service for which credit is sought subsequent 
to July 1, 1924, with interest thereon to date of payment compounded 
annually at 4 per centum, except that no special contributions shall 
be required for periods of active military or naval service in the Army, 
Navy, Marine Corps, Air Force, or Coast Guard of the United States 
prior to becoming a participant. Any such participant may, under 
such conditions as may be determined in each instance by the Sec- 
retary, pay such special contributions in installments during the 
continuance of his service. 

(c) Nothing in this Act shall be construed so as to affect in any 
manner a participant’s right to retired pay, pension, or compensation 
in addition to the annuities herein provided, but no participant may 
obtain prior service credit toward an annuity under the Foreign Serv- 
ice Retirement and Disability System for any period of service, 
whether in a civilian or military capacity, on the basis of which he 
is receiving or will in the future be entitled to receive any annuity, 
pension, or other retirement or disability payment or allowance. 


EXTRA SERVICE CREDIT FOR SERVICE AT UNHEALTHFUL POSTS 


Sec. 853. The President may from time to time establish a list 
of places which bv reason of climatic or other extreme conditions 
are to be classed as unhealthful posts, and each year of duty subse- 
quent to January 1, 1900, at such posts inclusive of regular leaves 
of absence, of participants thereafter retired, shall be counted as one 
vear and a half, and so on in like proportion in reckoning the length 
of service for the purpose of retirement, fractional months being 
considered as full months in computing such service, but no such 
extra credit for service at such unhealthful posts shall be credited to 
any participant who shall have been paid a salary differential in 
accordance with section 443, as amended, for such service performed 
subsequent to the date of enactment of the Foreign Service Act 
Amendments of 1955. 


CREDIT FOR SERVICE WHILE ON MILITARY LEAVE 


Sec. 854. Contributions shall not be required covering periods of 
leave of absence from the Service granted a participant while per- 
forming active military or naval service in the Army, Navy, Marine 
Corps, or Coast Guard of the United States. 
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(2) cost-of-living allowances, whenever the Secretary shall 
determine— 

(i) that the cost of living at a post abroad is proportion- 
ately so high that an allowance is necessary to enable an 
officer or employee of the Service at such post to carry on his 
work efficiently; 

(ii) that extraordinary and necessary expenses, not other- 
wise compensated for, are incurred by an officer or employee 
of the Service incident to the establishment of his residence 
at any post of assignment abroad or at a post of assignment 
in the continental United States between assignments to 
posts abroad; 

(iii) that an allowance is necessary to assist an officer or 
employee of the Service who is compelled by reason of dan- 
gerous, notably unhealthful, or excessively adverse living 
conditions at his post abroad or for the convenience of the 
Government to meet the additional expense of maintaining 
his wife and minor children elsewhere than in the country 
of his assignment; 

(iv) that extraordinary and necessary expenses, not 
otherwise compensated for, must be incurred by an officer 
or employee of the Service, by reason of his service abroad, 
in providing for adequate elementary and secondary educa- 
tion for his dependents; allowances under this subparagraph 
for any post shall not exceed the cost of obtaining such 
educational services as are ordinarily provided without 
charge by the publie schools of the United States plus, in 
those cases where adequate schools are not available at the 
post, board and room, and periodic transportation between 
the post and the nearest locality where adequate schools are 
available; if any such officer or employee employs a less 
expensive method of providing such education, any allowance 
paid to him shall be reduced ‘accordingly ; no allowance shall 
be paid under this subparagraph for a dependent for whom 
a travel allowance has been paid under section 911(9); 

(3) allowances in order to provide for the proper representa- 
tion of the United States by officers or employees of the Service. 


ALLOTMENT FOR OFFICIAL RESIDENCE OF CHIEF AMERICAN REPRESENT- 
ATIVE 


[Sec. 902. The Secretary may, under such regulations as he may 
prescribe, make an allotment of funds to any post to defray the un- 
usual expenses incident to the operation and maintenance of an official 
residence suitable for the chief representative of the United States at 
that post.J 

Sec. 902. The Secretary may, under such regulations as he may 
prescribe, make an allotment of funds to any post to defray the un- 
usual erpenses incident to the operation and maintenance of official 
residences suitable for principal representatives of the United States 
at that post. 
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ACCOUNTING FOR ALLOWANCES 


Sec. 903. All such allowances and allotments shall be accounted for 
to the Secretary in such manner and under such rules and regulations 
as the President may prescribe. The Secretary shall report all such 
expenditures annually to the Congress with the budget estimates of 
the Department. 


Part B—TRAVEL AND RELATED EXPENSES 
GENERAL PROVISIONS 


Sec. 911. The Secretary may, under such regulations as he shall 
prescribe, pay— 

(1) the travel expenses of officers and employees of the Service, 
including expenses incurred while traveling pursuant to orders 
issued by the Secretary in accordance with the provisions of 
section 933 with regard to the granting of home leave; 

(2) the travel expenses of the members of the family of an 
oflicer or employee of the Service when proceeding to or returning 
from his post of duty; accompanying him on authorized home 
leave; or otherwise traveling in accordance with authority granted 
pursuant to the terms of this or any other Act; 

(3) the cost of transporting the furniture and household and 
personal effects of an officer or employee of the Service to his 
successive posts of duty and, on the termination of his services, 
to the place where he will reside; 

(4) the cost of storing the furniture and household and _ per- 
sonal effects of an officer or employee of the Service who is absent 
under orders from his usual post of duty, or who is assigned 
to a post to which, because of emergency conditions, he cannot 
take or at which he is unable to use, bis furniture and household 
and personal effects; 

(5) the cost of storing the furniture and household and per- 
sonal effects of an officer or employee of the Service on first arrival 
at a post for a period not in excess of three months after such 
first arrival at such post or until the establishment of residence 
quarters, whichever shall be shorter; 

(6) the travel expenses of the members of the family and the 
cost of transporting the personal effects and automobile of an 
officer or employee of the Service, whenever the travel of such 
officer or employee is occasioned by changes in the seat of the 
government whose capital is his post; 

(7) the travel expenses and transportation costs incident to the 
removal of the members of the family of an officer or employee of 
the Service and his furniture and household and personal effects, 
including automobiles, from a post at which, because of the preva- 
lence of disturbed conditions, there is imminent danger to life and 
property, and the return of such persons, furniture, and effects 
to such post upon the cessation of such conditions; or to such other 
post as may in the meantime have become the post to which such 
officer or employee has been assigned; 
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annual or sick leave of absence standing to his credit at the time of 
his assignment to the Service. On his return to the agency by which 
he is regularly employed, he may transfer the aggregate of his accu- 
mulated and current annual and sick leave to that agency but the 
amount of leave so transferred shall not exceed the maximum which an 
officer or employee of the agency to which he is returning may have to 
his credit on the date of his return. 


TRANSFER OF LEAVE OF ABSENCE 


Sec. 935. Under such regulations as the President may prescribe 
an officer or employee of the Service who resigns from the Service in 
order to accept an appointment in any Government agency may trans- 
fer to such Government agency any annual or sick leave of absence 
standing to his credit at the time of his resignation from the Service 
and any officer or employee of any Government agency who resigns 
from such agency in order to accept an appointment to the Service may 
transfer to the Service any annual or sick leave of absence standing 
to his credit at the time of his resignation from the Government 
agency in which he was employed, but in no event shall the amount of 
annual or sick leave of absence so transferred exceed the maximum 
amount of the annual or sick leave of absence which may be accu- 
mulated in either the Service or the Government agency to which such 
person is appointed, as the case may be. 


APPLICATION OF ANNUAL AND SICK LEAVE ACT OF 1951 


Sec. 936. The Annual and Sick Leave Act of 1951, as amended 
(6 U. S. C. 2061 et seq.), shall apply to career ministers and Foreign 
Service officers, who are not serving as chiefs of mission or who are not 
serving in a position in the Department which requires appointment by 
the President, by and with the advice and consent of the Senate, and to 
Foreign Service Reserve officers who are commissioned as diplomatic or 
consular officers or both in accordance with section 524 of the Foreign 
Service Act of 1946, as amended, notwithstanding the provisions of 
section 202 (c) (1) (A) of the Annual and Sick Leave Act of 1951, as 
amended. 


Parr E—Mepicau SERVICES 
EXPENSES OF TREATMENT 


[Sec. 941. The Secretary may, in the event of illness or injury 
requiring hospitalization of an officer or employee of the Service who 
is a citizen of the United States, not the result of vicious habits, in- 
temperance, or misconduct on his part, incurred in the line of duty 
while such person is assigned abroad, pay for the cost of treatment 
of such illness or injury at a suitable hospital or clinic.J 

Sec. 941. (a) In the event an officer or employee of the Service who is 
a citizen of the United States incurs an illness or injury while such per- 
son is located abroad, which requires hospitalization or similar treat- 
ment, and which is not the result of vicious habits, intemperance, or 
misconduct on his part, the Secretary may, in accordance with such 
regulations as he may prescribe, pay for the cost of treatment of such 
illness or injury. 
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. (6) In the event a dependent of a United States citizen officer or 

" employee of the Service who is stationed abroad, incurs an illness or 

a injury while such dependent is located abroad, which requires hos- 

" alization or similar treatment, and which is not the result of vicious 

abits, intemperance, or misconduct on his part, the Secretary may, 

r in accordance with such regulations as he may prescribe, pay for that 

portion of the cost of treatment of each such illness or ingury that ex- 

ceeds $35 up to a maximum limitation of one hundred and twenty days 

of treatment for each such illness or injury, except that such maximum 

e limitation shall not apply whenever the Secretary, on the basis of pro- 

” fessional medical advice, shall determine that such illness or injury 

" clearly is caused by the fact that such dependent is or has been located 
" abroad. 

9 (ce) After sufficient experience in the operation of the medical pro- 

3 tection plan authorized in subsections (a) and (b) of this section has 

y been obtained, as determined by the Secretary, and if he considers that 


, the benefits so authorized can be provided for as well and as cheaply in 
’ other ways, the Secretary may, under such regulations, and for such 
f persons, locations, and conditions as he may deem appropriate, and 
) within the limits prescribed in such subsections, contract for medical 
, care pursuant to such arrangements, insurance, medical service, or 
health plans as he may deem apprepriate. 


TRANSPORTATION TO APPROVED HOSPITALS 


[Sec. 942. (a) The Secretary may, in the event of illness or injury 
requiring the hospitalization of an officer or employee of the Service 
| who is a citizen of the United States, not the result of vicious 
habits, intemperance, or misconduct on his part, incurred while on 
: assignment abroad, in a locality where there does not exist a suitable 
. hospital or clinic, pay the travel expenses of such officer or employee 
: by whatever means he shall deem appropriate and without regard to 
the Standardized Government Travel Regulations and section 10 

| of the Act of March 3, 1933 (47 Stat. 1516; 5 U. S. C. 73b), to the 
nearest locality where a suitable hospital or clinic exists and on His 
recovery pay for the travel expenses of his return to his post of duty. 
If the officer or employee is too ill to travel unattended, the Secretary 
may also pay the travel expenses of an attendant.] 

Sec. 942. (a) In the event an officer or employee of the Service who 
is a citizen of the United States or his dependents incurs an illness 
or injury requiring hospitalization, not the result of vicious habits, 
intemperance or misconduct, while stationed abroad in a_ locality 
where there does not erist a suitable hospital or clinic, the Secretary 
may, in accordance with such regulations as he may prescribe, pay 
the travel expenses of such person by whatever means he shall deem 
appropriate and without regard to the Standardized Government Travel 

egulations and section 10 of the Act of March 3, 1933, as amended 
(68 Stat. 808, 5 U. S. C. 73b), to the nearest locality where a suitable 
hospital or clinic exists, and on his recovery pay for the travel expenses 
of his return from such hospital or clinic. If any such officer, em- 
ployee, or dependent is too ill to travel unattended, the Secretary may 
also pay the round-trip travel expenses of an attendant or attendants. 
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arate bond conditioned for the true and faithful performance of 
only a part of the duties for which the bond given pursuant to this 
Act is conditioned. The bond of an officer or employee of the Service 
shall be construed to be conditioned for the true and faithful per- 
formance of all acts of such officer incident to his office regardless 
of whether appointed or commissioned as diplomatic, consular, 
Foreign Service officer, or other officer of the Service. The bonds 
herein mentioned shall be deposited with the Secretary of the Treas- 
ury. Nothing herein contained shall be deemed to obviate the neces- 
sity of furnishing any bond which may be required pursuant to the 
provisions of the Subsistence Expense Act of 1926, as amended 
(44 Stat. 688; 47 Stat. 405; 56 Stat. 39; 5 U. S. C. 821-823, 827-833). 


Part C—Girts 


Sec. 1021. (a) The Secretary may accept on behalf of the United 
State gifts made unconditionally by will or otherwise for the benefit 
of the Service or for the carrying out of any of its functions. Con- 
ditional gifts may be so accepted if recommended by the Director 
General, and the principal of and income from any such conditional 
gift shall be held, invested, reinvested, and used in accordance with 
its conditions, but no gift shall be aecepted which is conditioned 
upon any expenditure not to be met therefrom or from the income 
thereof unless such expenditure has been approved by Act of Congress. 

(b) Any unconditional gift of money accepted pursuant to the 
authority granted in paragraph (a) of this section, the net proceeds 
from the Reuidetion (pursuant to paragraph (c) or paragraph (d) 
of this section) of any other property so accepted, and the proceeds 
of insurance on any such gift property not used for its restoration, 
shall be deposited in the Treasury of the United States and are 
hereby appropriated and shall be held in trust by the Secretary of 
the Treasury for the benefit of the Service, and he may invest and 
reinvest such funds in interest-bearing obligations of the United 
States or in obligations guaranteed as to both principal and interest 
by the United States. Such gifts and the income from such invest- 
ments shall be available for expenditure in the operation of the Service 
and the performance of its functions, subject to the same examination 
and audit as is provided for appropriations made for the Service by 
Congress. 

(c) The evidences of any unconditional gift of intangible personal 
property, other than money, accepted pursuant to the authority 
granted in paragraph (a) of this section, shall be deposited with the 
Secretary of the Treasury and he, in his discretion, may hold them, or 
liquidate them except that they shall be liquidated upon the request 
of the Secretary whenever necessary to meet payments required in the 
operation of the Service or the performance of its functions. The 
proceeds and income from any such property held by the Secretary 
of the Treasury shall be available for expenditure as is provided in 
paragraph (b) of this section. 

(d) The Secretary shall hold any real property or any tangible 
personal property accepted unconditionally pursuant to the authority 
granted in paragraph (a) of this section and he shall permit such 
property to be used for the operation of the Service and the perform- 
ance of its functions or he may lease or hire such property, and may 
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insure such property, and deposit the income thereof with the Secre- 
of the Treasury to be available for expenditure as provided in 
paragraph (b) of this section. The income from any such real prop- 
erty or tangible personal property shall be available for expenditure 
in the discretion of the Secretary for the maintenance, preservation, 
or repair and insurance of such property and any proceeds from in- 
surance may be used to restore the property insured. Any such prop- 
erty when not required for the operation of the Service or the perform- 
ance of its functions may be liquidated by the Secretary, and the 
proceeds thereof deposited with the Secretary of the Treasury, when- 
ever in his judgment the purposes of the gifts will be served thereby. 
(e) For the purpose of Federal income, estate, and gift taxes, any 
gift, devise, or bequest accepted by the Secretary under authority of 
this Act shall be deemed to be a gift, devise, or bequest to or for the 
use of the United States. 


Part D—AurnorizaTion To Retain ATTORNEYS 


Sec. 1031. The Secretary may, without regard to sections 189 and 
365 of the Revised Statutes (5 U.S. C. 49 and 314), authorize a prin- 
cipal officer to procure legal services whenever such services are 
required for the protection of the interests of the Government or to 
enable an officer or employee of the Service to carry on his work 
efficiently. 

Part F—Exemprtion From Taxation 


Sec. 1051. Section 116 of the Internal Revenue Code, as amended 
(53 Stat. 48; 53 Stat. 575; 56 Stat. 842; 58 Stat. 46; 26 U.S. C. 116), 
relative to exclusions from gross income, is further amended by adding 
at the end thereof a new subsection to read as follows: 

“(k) In the case of an officer or employee of the Foreign Service of 
the United States, amounts received by such officer or employee as 
allowances or otherwise under the terms of title IX of the Foreign 
Service Act of 1946.” 


Part G—INTERPRETATION OF THE AcT 


LIBERAL-CONSTRUCTION CLAUSE 


Src. 1061. The provisions of this Act shall be construed liberally 
in order to effectuate its purpose. 


PROVISIONS THAT MAY BE HELD INVALID 


Sec. 1062. If any provision of this Act or the application of any 
such provision to any person or circumstance shall be held invalid, the 
validity of the remainder of the Act and the applicability of such pro- 
vision to other persons or circumstances shall not be affected thereby. 


HEADINGS OF TITLES, PARTS, AND SECTIONS 


Src. 1063. The headings descriptive of the various titles, parts, and 
sections of this Act are inserted for convenience only, and, in case of 
any conflict between any such heading and the substance of the title, 
part, or section to ek it relates, the heading shall be disregarded. 


90015°—57 H. Rept., 84-2, vol. 489 
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PROVISIONS OF THE ACT OF JULY 3, 1946 


Sec. 1064. Nothing in this Act shall be construed to affect the 
visions of sections 1, 2, 3, and 4 of the Act of July 3, 1946 (Public 
488, Seventy-ninth ry. pea The “classifi es” within the 
meaning of that Act shall, from and after the effective date of this 
Act, be construed to mean classes 1 to 5, inclusive. 


Part H—AUTHORIZATION FOR APPROPRIATIONS 


Src. 1071. Appropriations to carry out the purposes of this Act are 
hereby authorized. 
O 
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APPROVING RELINQUISHMENT OF UNITED STATES 
CONSULAR JURISDICTION IN MOROCCO 





Jury 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Wruuiams of New Jersey, from the Committee on Foreign Affairs, 
submitted the following 


REPORT 


[To accompany H., J. Res. 657] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 657) approving the relinquishment of the 
consular jurisdiction of the United States in Morocco, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the joint resolution do pass. 


PURPOSE 


The resolution authorizes the President, at such time as he considers 
appropriate, to relinquish the consular jurisdiction of the United 
States in Morocco. It also repeals, effective on the same date, various 
statutes implementing the treaties which have permitted the United 
States to exercise extraterritorial jurisdiction in Morocco. 

The occasion for the resolution is the fact that France recognized 
the independence of Morocco on March 2, 1956, and Spain gave 
similar recognition on April 7, 1956. The United States has also 
recognized the independence of Morocco and on June 11 opened an 
embassy in Rabat. The United States is the only nation at present 
exercising such consular jurisdiction over its nationals and designated 
proteges in Morocco, except in the former Spanish Zone where the 
British are in process of relinquishing this right. ‘The United States 
has previously expressed its readiness to relinquish its extraterritorial 
rights when the circumstances warranted. It is believed that the 
attainment of full sovereignty and independence by Morocco now 
makes such action desirable. 
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RIGHTS TO BE RELINQUISHED 


The nature and significance of the rights to be risa nares are 
summarized in the following statement submitted by the Department 
of State: 


Morocco became a protectorate of France in 1912. Since 
then it has been divided into three zones, the French Zone, 
the Spanish zone and the international zone of Tangier. 

In each of these zones the United States retains extra- 
territorial rights which it received from Morocco in the 
treaty of September 16, 1836 (8 Stat. 484), the Convention 
of Madrid of July 3, 1880 (22 Stat. 817), and the Act of 
Algeciras of April 7, 1906 (34 Stat. 2905). 

hese rights are exercised by the United States consuls 
under legislation dating from June 22, 1860 (Rev. Stat. 
4083, 4127, as amended, 22 U.S. C. 141). 

There is no United States Consular court in the Spanish 
zone; and the jurisdiction in that zone has never been exercised. 

There are United States consular courts in the French Zone 
and in the international zone of Tangier; all other foreign 
nations have renounced their extraterritorial jurisdiction 
in these two zones. 


Extraterritorial jurisdiction exercised by the consular courts 


The United States consular courts exercise jurisdiction in 
civil and criminal cases where both parties are United States 
citizens (art. 20 of the treaty of 1836) and probate the wills of 
United States citizens (art. 22). They also exercise civil 
and criminal jurisdiction in cases where the parties are 
Moroccans designated as United States proteges under the 
convention of Madrid (arts. 1, 2, 3, 5, 10, and 16). These 
include, generally, Moroccan employees of the legation, of the 
consulates, and of United States wholesale commercial estab- 
lishments. 

The United States consular courts also are entitled to 
exercise jurisdiction over United States citizens when civil or 
criminal actions are brought against them by Moroccan offi- 
cials, by virtue of various provisions in the act of Algeciras 
(arts. 19, 23, 24, 25, 29, 45, 59, 80, 81, 87, 91, 101, 102, and 
119), but so far as known no such actions have ever been 
brought in the consular courts. 

Until recently, the United States consular courts claimed— 
on the basis of most-favored-nation treatment under article 
24 in the treaty of 1836—jurisdiction in civil and criminal 
cases where the defendant was an American citizen and the 
plaintiff of another nationality. In 1952 the International 
Court of Justice ruled that with respect to the French Zone 
this claim was invalid, since the surrender by all other nations 
of this particular jurisdiction had removed the basis for the 
claim. The United States consular court in the French Zone 
has ceased to exercise this jurisdiction. The United States 
consular court in the International Zone of Tangier is ex- 
pected to cease exercising this jurisdiction in the near future. 
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Practical effects of relinquishment 

The jurisdiction in civil and criminal cases arising between 
United States citizens is entirely based on the treaty of 1836, 
which is subject to denunciation by either party upon a year’s 
notice (art. 25). 

The exercise of this jurisdiction involves only a small 
number of cases. The permanent United States community 
in Morocco has seldom numbered more than 400 persons, 
and not many civil cases, much less criminal cases, arise 
between the members of such a small community or between 
proteges. At the end of 1955, the docket of the United States 
consular court at Casablanca, which is the more active of 
the 2 courts, listed 18 civil cases, of which 10 had been com- 
pleted and 8 were pending, and 1 pending criminal case. 

A system of modern courts and modern laws is in effect in 
both the French Zone and the International Zone of Tangier. 
In the French Zone the personnel of the courts is French and 
the law is mainly derived from French legislation. In the 
International Zone of Tangier the personnel of the courts is 
international in character—it includes an American judge 
in addition to judges of various European nationalities—and 
the law is based on French and Spanish law. 

Moroccan nationalist leaders have indicated that they are 
aware of the need for continuing, and even enlarging, the 
systems of modern courts which now function in these zones. 

The status of military forces in Morocco is covered with 
respect to jurisdiction by special agreements and arrange- 
ments, and these would remain unaffected by the relinquish- 
ment of extraterritorial jurisdiction. 

In relinquishing its rights of extraterritorial jurisdiction, 
the United States would make appropriate arrangements for 
the orderly transfer of jurisdiction to the local courts, in- 
cluding arrangements for the continued exercise of jurisdic- 
tion over any cases then pending in its consular courts. 

Relinquishment of extraterritorial jurisdiction would not 
surrender other rights granted to the United States in the 
treaties. The most important of these are economic rights, 
especially the right to equality of treatment in commercial 
matters. Any modification of our commercial relations with 
Morocco would be the subject of diplomatic negotiations. 


RELINQUISHMENT BY JOINT RESOLUTION PREFERRED TO TREATY 


The United States has a choice between relinquishing its extra- 
territorial rights in Morocco by joint resolution which authorizes the 
President to take such action at such time as he considers appropriate 
and which repeals the various implementing statutes or by negotiating 
a treaty for this purpose. 

The Secretary of State believes that the method of joint resolution 
is preferable. ‘This procedure was followed relinquishing comparable 
rights in Egypt in 1874. It is believed to be better for the United 
States to offer to relinquish its extraterritorial rights as a gesture of 
good will and as incompatible with Morocco’s newly attained inde- 
pendence. 
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The treaty of 1836 which gives the United States its basic extra- 
territorial rights can be denounced on a year’s notice. Morocco has 
assumed all of the international obligations negotiated in her name by 
France as well as those carried over from the period prior to the pro- 
tectorate. It is possible, however, for Morocco to initiate action 
to modify such obligations by appropriate means so that our extra- 
territorial rights could be terminated in a year by unilateral action on 
the part of Morocco. We do not have a significant bargaining 
position in this matter. 

The joint resolution also has the advantage of repealing the legisla- 
tion which becomes obsolete rather than leaving it on the books. 
We have no extraterritorial rights any place else so that the legislation 
has no further usefulness. 


RELATION TO JURISDICTION OVER UNITED STATES FORCES STATIONED 
IN MOROCCO 


United States forces in Morocco are subject to a Status of Forces 
Agreement entered into with France in 1950. This agreement re- 
mains in effect and is not affected in any way by the relinquishment 
of our extraterritorial rights. Since United States servicemen are 
under certain conditions subject to the jurisdiction of Moroccan 
courts, it is important that the courts of Morocco shall not revert 
from a legal system based on that of France to a system dispensing 
Moslem law. The State Department believes that no change of this 
nature is contemplated at present by Morocco, and that should such 
a change occur in the future the United States can protect the inter- 
ests of our military personnel by renegotiation of our agreements. 


COMMITTEE RECOMMENDATION 


The committee urges prompt and favorable action on this resolu- 
tion. The extraterritorial rights involved were granted to us by treaty 
more than 100 years ago. 

Extraterritorial jurisdiction has for a long time been a symbol of 
colonialism. For centuries, it was the traditional privilege of Western 
Powers in Africa and Asian countries. Now it hardly exists anywhere. 
The United States has ceased to exercise such jurisdiction wherever it 
possessed it, except in Morocco. 

Extraterritorial jurisdiction has ceased to have any substantial value 
either in terms of American interest or Moroccan political desires. 
Its relinquishment appears to be the only course in keeping with the 
high traditions of United States policy and with our sympathies for 
the aspirations of peoples moving along the road toward self-govern- 
ment. To retain this vestige of colonisalism in the new Morocco 
would be contrary to the desires of the Moroccan people. It would 
open the United States to being attacked on the grounds of imperialism 
by hostile propaganda. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets) : 
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ReEvisep STATUTES OF THE UNitTED Srates, AS AMENDED 
€ & * * * * +. 


a 1693. The salary of the interpreter at the consulate of Bang- 
kok, in Siam, shall not exceed the sum of five hundred dollars a year; 
and no salary shall be allowed the marshal at that consulate. ] 

* * * * e * * 


GSec. 4083. To carry into full effect the provisions of the treaties of 
the United States with China, Japan, Siam, Egypt, and Madagascar, 
respectively, the minister and the consuls of the United States, duly 
appointed to reside in each of those countries, shall, in addition to 
other powers and duties imposed upon them, respectively, by the 
provisions of such treaties, respectively, be invested with the judicial 
authority herein described, which shall appertain to the office of 
minister and consul, and be a part of the duties belonging thereto, 
wherein, and so far as, the same is allowed by treaty. 

[Sec. 4084. The officers mentioned in the preceding section are fully 
empowered to arrange and try, in the manner herein provided, all citi- 
zens of the United States charged with offenses against law, committed 
in such countries, respectively, and to sentence such offenders in the 
manner herein authorized; and each of them is authorized to issue all 
such processes as are suitable and necessary to carry this authority into 
execution. 

(Sec. 4085. Such officers are also invested with all the judicial au- 
thority necessary to execute the provisions of such treaties, respec- 
tively, in regard to civil rights, whether of property or person; and they 
shall entertain jurisdiction in matters of contract, at the port where, or 
nearest to which, the contract was made, or at the port at which, or 
nearest to which, it was to be executed, and in all other matters, at 
the port where, or nearest to which, the cause of controversy arose, 
or at the port where, or nearest to which, the damage complained of 
was sustained, provided such port be one of the ports at which the 
United States are prcasertiacnd 5 by consuls. Such jurisdiction shall 
embrace all controversies between citizens of the United States, or 
others, provided for by such treaties, respectively. 

(Src. 4086. Jurisdiction in both criminal and civil matters shall, in 

cases, be exercised and enforced in conformity with the laws of the 
United States, which are hereby, so far as is necessary to execute such 
treaties, respectively, and so far as they are suitable to carry the same 
into effect, ectatided over all citizens of the United States in those coun- 
tries, and over all others to the extent that the terms of the treaties, 
respectively, justify or require. But in all cases where such laws are 
not adapted to the object, or are deficient in the provisions necessary 
to furnish suitable remedies, the common law and the law of equity and 
Admiralty shall be extended in like manner over such citizens and 
others in those countries; and if neither the common law, nor the law 
of equity or admiralty, nor the statutes of the United States, furnish 
appropriate and sufficient remedies, the ministers in those countries, 
respectively, shall, by decrees and regulations which shall have the 
force of law, supply such defects and deficiencies. 

Src. 4087. Each of the consuls mentioned in section forty hundred 


eighty-three, at the port for which he is appointed, is authorized 
upon facts within his own knowledge, er which he has good reason to 
believe true, or upon complaint made or information filed in writing 
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and authenticated in such way as shall be prescribed by the minister, 
to issue his warrant for the arrest of any citizen of the United States 
charged with committing in the country an offense against law; and 
to arraign and try any such offender; and to sentence him to punish- 
ment in the manner herein prescribed. 

[Sec. 4088. The consuls and commercial agents of the United 
States at islands or in countries not inhabited by any civilized people, 
or recognized by any treaty with the United States, are authorized to 
try, hear, and determine all cases in regard to civil rights, whether of 
person or property, where the real debt or damages do not exceed the 
sum of one thousand dollars, exclusive of costs, and upon full hearing 
of the allegations and evidence of both parties, to give judgment 
according to the laws of the United States, and according to the 
equity and right of the matter, in the same manner as justices of the 
peace are now authorized and empowered where the United States 
have exclusive jurisdiction. They are also invested with the powers 
conferred by the provisions of sections forty hundred and eighty-six 
and forty hundred and eighty-seven for trial of offenses or mis- 
demeanors. 

[Sec. 4089. Any consul when sitting alone may also decide all 
eases in which the fine imposed does not exceed five hundred dollars, 
or the term of imprisonment does not exceed ninety days; but in all 
such cases, if the fine exceeds one hundred dollars, or the term of im- 
prisonment for misdemeanor exceeds sixty days, the defendants or 
any of them, if there be more than one, may take the case, by appeal, 
before the minister, if allowed jurisdiction, ‘either upon errors of law 
or matters of fact, under such rules as may be prescribed by the 
minister for the prosecution of appeals in such cases. 

[Sxc. 4090. Capital cases for murder or insurrection against the 
government of either of the countries hereinbefore mentioned, by citi- 
zens of the United States, or for offenses against the public peace 
amounting to felony under the laws of the United States, may be tried 
before the minister of the United States in the country where the 
offense is committed if allowed jurisdiction; and every such minister 
may issue all manner of writs, to prevent the citizens of the United 
States from enlisting in the military or naval service of either of the 
said countries, to make war upon any foreign power with whom the 
United States are at peace, or in the service of one portion of the 
people against any other portion of the same people; and he may 
carry out this power by a resort to such force belonging to the United 
States, as may at the time be within his reach. 

[Sxc. 4091. Each of the ministers mentioned in section forty hun- 
dred and eithty-three shall, in the country to which he is appointed, 
be fully authorized to hear and decide all cases, criminal and civil, 
which may come before him, by appeal, under the provisions of this 
Title, and to issue all processes necessary to execute the power con- 
ferred upon him; and he is fully empowered to decide finally any case 
upon the evidence which comes up with it, or to hear the parties 
further, if he thinks justice will be promoted thereby; and he may 
also prescribe the rules upon which new trials may be granted, either 
by the consuls or by himself, if asked for upon sufficient grounds.J 

a + ” * *” + * 


[Sec. 4097. In all cases, criminal and civil, the evidence shall be 
taken down in writing in open court, under such regulations as may 
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be made for that purpose; and all objections to the competency or 
character of testimony shall be noted, with the ruling in all such cases, 
and the evidence shall be part of the case. 

[Sec, 4098. It shall be the duty of the ministers and the consuls in 
the countries mentioned in section forty hundred and eighty-three, to 
encourage the settlement of controversies of a civil character, by 
mutual agreement, or to submit them to the decision of referees agreed 
upon by the parties; and the minister in each country shall prepare a 
form of submission for such cases, to be signed by the parties, and 
acknowledged before the consul. When parties have so agreed to 
refer, the referees may, after suitable notice of the time and place of 
meeting for the trial, proceed to hear the case, and a majority of them 
shall have power to decide the matter. If either party refuses or 
neglects to appear, the referees may proceed ex parte. After hearing 
any case such referees may deliver their award, sealed, to the consul, 
who, in court, shall open the same; and if he accepts it, he shall 
indorse the fact, and judgment shall be rendered thereon, and execu- 
tion issue in compliance with the terms thereof. The parties, however, 
may always settle the same before return thereof is made to the consul. 

[Sec. 4099. In all criminal cases which are not of a heinous char- 
acter, it shall be lawful for the parties aggrieved or concerned therein, 
with the assent of the minister in the country, or consul, to adjust and 
settle the same among themselves, upon pecuniary or other con- 
siderations. 

Sec. 4100. The ministers and consuls shall be fully authorized to 
call upon the local authorities to sustain and support them in the 
execution of the powers confided to them by treaty, and on their part 
to do and perform whatever is necessary to carry the provisions of the 
treaties into full effect, so far as they are to be executed in the coun- 
tries, respectively. 

[Sec. 4101. In all cases, except as herein otherwise othe the 
punishment of crime provided for by this Title shall be by fine or 
imprisonment, or both, at the discretion of the officer who decides 
the case, but subject to the regulations herein contained, and such as 
may hereafter be made. It shall, however, be the duty of such officer 
to award punishment according to the magnitude and aggravation 
of the offense. Every person who refuses or neglects to comply with 
the sentence passed upon him shall stand committed until be does 
comply, or is discharged by order of the consul, with the consent of 
the minister in the country. 

(Sec. 4102. Insurrection or rebellion against the government of 
either of those countries, with intent to subvert the same, and murder, 
shall be capital offenses, punishable with death; but no person shall 
be convicted of either of those crimes, unless the consul and his 
associates in the trial all concur in opinion, and the minister also 
approves of the conviction. But it shall be lawful to convict one 
put upon trial for either of these crimes, of a less offense of a similar 
character, if the evidence justifies it, and to punish, as for other 
offenses, by fine or imprisonment, or both. 

[Sec. 4103. Whenever any person is convicted of either of the crimes 
punishable with death, in either of those countries, it shall be the duty 
of the minister to issue his warrant for the execution of the convict, 
pata the time, ee and manner; but if the minister is satisfied 

at the ends of public justice demand it, he may from time to tume 
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postpone such execution; and if he finds mitigating circumstances 
which authorize it, he may submit the case to the ident for pardon. 

[Sec. 4104. No fine imposed by a consul for a contempt committed 
in presence of the court, or for failing to obey a summons from the 
same, shall exceed fifty dollars; nor shall the imprisonment exceed 
twenty-four hours for the same contempt. 

[Sec. 4105. Any consul, when sitting alone for the trial of offenses 
or misdemeanors, shall decide finally all cases where the fine imposed 
does not exceed one hundred dollars, or the term of imprisonment does 
not exceed sixty days. 

[Sec. 4106. Whenever, in any case, the consul is of opinion that, by 
reason of the legal questions which may arise therein, assistance will 
be useful to him, or whenever he is of opinion that severer punishments 
than those specified in the preceding sections will be required, he shall 
summon, to sit with him on the trial, one or more citizens of the United 
States, not exceeding four, and in capital cases not less than four, who 
shall be taken by lot from a list which had previously been submitted 
to and approved by the minister, and shall be persons of good repute 
and competent for the duty. Every such associate shall enter upon 
the record his judgment and opinion, and shall sign the same; but the 
consul shall give judgment in the case. If the consul and his associates 
concur in opinion, the decision shall, in all cases, except of capital 
offenses and except as provided in the preceding section, be final. If 
any of the associates differ in opinion from the consul, the case, with- 
out further proceedings, together with the evidence and opinions, 
shall be referred to the minister for his adjudication, either by enterin 
up judgment therein, or by remitting the same to the consul wit 
instructions how to proceed therewith. 

[Sec. 4107. Each of the consuls mentioned in section four thousand 
and eighty-three shall have at the port for which he is appointed, juris- 
diction as herein provided, in all civil cases arising under such treaties, 
respectively, wherein the damages demanded do not exceed the sum of 
five hundred dollars; and, if he sees fit to decide the same without aid, 
his decision thereon shall be final. But whenever he is of opinion that 
any such case involves legal perplexities, and that assistance will be 
useful to him, or whenever the damages demanded exceed five hundred 
dollars, he shall summon, to sit with him on the hearing of the case, not 
less than two nor more than three citizens of the United States, if such 
are residing at the port, who shall be taken from a list which had pre- 
viously been submitted to and approved by the minister, and shall be 
of good repute and competent for the duty. Every such associate shall 
note upon the record his opinion, and also, in case he dissents from the 
consul, such reasons therefor as he thinks proper to assign; but the 
consul shall give judgment in the case. If the consul and his associates 
concur in opinion, the judgment shall be final. If any of the associates 
differ in opinion from the consul, either party may appeal to the 
minister, under such regulations as may exist; but if no appeal is 
lawfully claimed, the decision of the consul shall be final. 

[Sec. 4108. The jurisdiction allowed by treaty to the ministers, 
rr weer in the countries named in section four thousand and 
eighty-three shall be exercised by them in those countries, respectively, 
wherever they may be. 2” 

Sec. 4109. The jurisdiction of such ministers in all matters of civil 
ess, or of crimes, except in capital cases for murder or insurrection 
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against the governments of such countries, respestively, or for offenses 
inst the public peace amounting to felony under the laws of the 

nited States, shall be appellate only: Provided, That in cases where a 
consular officer is interested, either as party or witness, such minister 
shall have original jurisdiction. 

(Sec. 4110. All such officers shall be responsible for their conduct 
to the United States, and to the laws thereof, not only as diplomatic 
or consular officers, but as judicial officers, when they perform judicial 
duties, and shall be held hable for all negligences ond misconduct as 
public officers. 

Src. 4111. The President is authorized to appoint marshals for 
such of the consular courts in those countries as he may think proper, 
not to exceed seven in number, namely: one in Japan, four in China, 
one in Siam, and one in Turkey, each of whom shall receive a salary 
of one thousand dollars a year, in addition to the fees allowed by the 
regulations of the ministers, respectively, in those countries. 

(Sec. 4112. It shall be the duty of the marshals, respectively, to 
execute all process issued by the minister of the United States in those 
countries, respectively, or by the consul at the port at which they re- 
side, and to make due return thereof to the officer by whom it was 
issued, and to conform in all respects to the regulations prescribed by 
the ministers, respectively, in regard to their duties. 

Sec. 4113. Each marshal, before entering upon the duties of his 
office, shall give bond for the faithful performance thereof in a penal 
sum not to exceed ten thousand dollars, with two sureties to be ap- 
proved by the Secretary of State. Such bond shall be transmitted 
to the Secretary of the Treasury, and a certified copy thereof be 
lodged in the office of the minister. 

Sec. 4114. Whenever any person desires to bring suit upon the 
bond of any such marshal, it shall be the duty of the Secretary of the 
Treasury, or of the minister having custody of a copy of the same, to 
give to the person so applying a certified copy thereof, upon which 
suit may be brought and prosecuted with the same effect as could be 
done upon the original: Provided, The Secretary of the Treasury, or 
the minister to whom the application is made, is satisfied that there 
is probable cause of action against the marshal. 

Sec. 4115. Upon a plea of non est factum, verified upon oath, or 
any other good cause shown, the court or the consul or minister trying 
the cause may require the original bond of the marshal in those 
countries to be produced; and it shall be the duty of the Secretary of 
the Treasury to forward the original bond to the court, or consul, or 
minister requiring the same. 

[Sxc. 4116. All rules, orders, writs, and processes of every kind 
which are intended to operate or be enforced against any of the 
marshals, in any of the countries named in this Title, shall be directed 
to and executed by such persons as may be appointed for that purpose 
by the minister or consul issuing the same. 

(Sec. 4117. In order to organize and carry into effect the system of 
jurisprudence demanded by such treaties, respectively, the ministers. 
with the advice of the several consuls in each of the countries, respect- 
ively, or of so many of them as can be conveniently assembled, shall 
prescribe the forms of all processes to be issued by any of the consuls; 
the mode of executing eel the time of returning the same; the manner 


in which trials shall be conducted, and how the records thereof shall be 
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kept; the form of oaths for Christian witnesses, and the mode of exam- 
ining all other witnesses; the costs to be allowed to the prevailing party, 
and the fees to be paid for judicial services; the manner in which all 
officers and agents to execute process, and to carry this Title into effect, 
shall be appointed and compensated; the form of bail-bonds, and the 
security which shall be required of the party who appeals from the 
decision of a consul; and shall make all such further decrees and regu- 
lations from time to time, under the provisions of this Title, as the 
exigency may demand. 

(Sec. 4118. All such regulations, decrees, and orders shall be plainly 
drawn up in writing, and submitted, as hereinbefore provided, for the 
advice of the consuls, or as many of them as can be consulted without 
prejudicial delay or inconvenience, and such consul shall signify his 
assent or dissent in writing, with his name subscribed thereto. After 
taking such advice, and considering the same, the minister in each of 
those countries may, nevertheless, by causing the decree, order, or 
regulation to be published with his signature thereto, and the opinions 
of his advisers inscribed thereon, make it binding and obligatory, 
until annulled or modified by Congress; and it shall take effect from 
the publication or any subsequent day thereto named in the act. 

[Sec. 4119. All such regulations, orders, and decrees shall, as 
speedily as may be after publication, be transmitted by the ministers, 
with the opinions of their advisers, as drawn up by them severally, 
to the Secretary of State, to be laid before Congress for revision. 

(Sec. 4120. It shall be the duty of the minister in each of those 
countries to establish a tariff of fees for judicial services, which shall 
be paid by such parties, and to such persons, as the minister shall 
direct; and the proceeds shall, as far as is necessary, be applied to 
defray the expenses incident to the execution of this Title; and regular 
accounts, both of receipts and expenditures, shall be kept by the minis- 
ter and consuls and transmitted annually to the Secretary of State. 

[Sec. 4121. The President, when provision is not otherwise made, 
is authorized to allow, in the adjustment of the accounts of each of the 
ministers or consuls, the actual expenses of the rent of suitable build- 
ings or parts of buildings to be used as prisons for American convicts 
in those countries, not to exceed in any case the rate of six hundred 
dollars a year; and also the wages of the keepers of the same, and for 
the care of offenders, not to exceed, in any case, the sum of eight 
hundred dollars per annum. But no more than one prison shall be 
hired in Japan, four in China, one in Turkey, and one in Siam, at such 
port or ports as the minister, with the sanction of the President, may 
designate, and the entire expense of prisom and prison-keepers at the 
consulate of Bangkok, in Siam, shall not exceed the sum of one 
thousand dollars a vear. 

(Sec. 4122. The President is authorized to allow, in the adjustment 
of the accounts of the consul-general at Shanghai, the actual expense 
of the rent of a suitable building, to be used as a prison for American 
convicts in China, not to exceed one thousand five hundred dollars 
a year; and also the wages of the keepers of the same, and for the 
care of offenders, not to exceed five thousand dollars a year; and to 
allow, in the adjustment of the accounts of the consuls at other ports 
in China, the actual expense of the hire of constables and the care 
of offenders, not to exceed in all five thousand dollars a year.J 
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(Sec. 4125. The provisions of this Title, so far as the same relate to 
crimes and offenses committed by citizens of the United States, shall 
extend to Turkey, under the treaty with the Sublime Porte of May 
seventh, eighteen hundred and thirty, and shall be executed in the 
Ottoman dominions in conformity with the provisions of the treaty, 
and of this Titke, by the minister and the consuls appointed to reside 
therein, who are hereby ex-oflicio vested with the powers herein con- 
ferred upon the ministers and consuls in China, for the purposes 
above expressed, so far as regards the punishment of crime, and also 
for the exercise of jurisdiction in civil cases wherein the same is per- 
mitted by the laws of Turkey, or its usages in its intercourse with the 
Franks, or other foreign Christian nations. 

[Sec. 4126. The provisions of this Title shall extend to Persia, in 
respect to all suits and disputes which may arise between citizens of 
the United States therein; and the minister and consuls who may be 
appointed to reside in Persia are hereby invested, in relation to such 
suits and disputes, with such powers as are by this Title conferred 
upon the ministers and consuls in China. All suits and disputes 
arising in Persia between Persian subjects and citizens of the United 
States shall be carried before the Persian tribunal to which such 
matters are usually referred, at the place where a consul or agent of 
the United States may reside, and shall be discussed and decided 
according to equity, in the presence of an employé of the consul or 
agent of the United States; and it shall be the duty of the consular 
officer to attend the trial in person, and see that justice is administered. 
All suits and disputes occurring in Persia between the citizens of the 
United States and the subjects of other foreign powers, shall be tried 
and adjudicated by the intermediation of their respective ministers or 
consuls, in accordance with such regulations as shall be mutually 
agreed upon by the minister of the United States for the time being, 
and the ministers of such foreign powers, respectively, which regula- 
tions shall from time to time be submitted to the Secretary of State. 

[Sec. 4127. The provisions of this title, so far as the same are in 
conformity with the stipulations in the existing treaties between the 
United States and Tripoli, Tunis, Morocco, Muscat, and the Samoan 
or Navigator Islands, respectively, shall extend to those countries, 
and shall be executed in conformity with the provisions of the treaties 
and of the provisions of this title by the consuls appointed by the 
United States to reside therein, who are hereby ex officio invested with 
the powers herein delegated to the ministers and consuls of the United 
States appointed to reside in the countries named in section four 
thousand and eighty-three, so far as the same can be exercised under 
the provisions of treaties between the United States and the several 
countries mentioned in this section, and in accordance with the usages 
of the countries in their intercourse with the Franks or other foreign 
Christian nations. And whenever the United States shall negotiate 
a treaty with any foreign government, in which the American consul- 
general or consul shall be clothed with judicial authority, and securing 
the right of trial to American citizens residing therein before such 
consul-general or consul, and containing provisions similar to or like 
those contained in the treaties with the governments named in this 
act, then said title, so far as the same may be applicable, shall have 
full force in reference to said treaty, and shall extend to the country of 
the government negotiating the same. 
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(Sec. 4128. If at any time there be no minister in either of the coun- 
tries hereinbefore mentioned, the judicial duties which are imposed by 
this Title upon the minister shall devolve upon the Secretary of State 
who is authorized and required to discharge the same. 

[Sec. 4129. The provisions of this Title relating to the jurisdiction 
of consular and diplomatic officers over civil and criminal cases in the 
countries therein named, shall extend to any country of like character 
with which the United States may hereafter enter into treaty relations. 

[Sxrc. 4130. The word “minister”, when used in this title shall be 
understood to mean the person invested with, and exercising, the 
principal diplomatic functions. The word ‘consul’ shall be under- 
stood to mean any person invested by the United States with, and 


exercising, the functions of consul-general, vice consul-general, consul 
or vice-consul.] 


O 





84rH CoNncREss } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2698 





PROVIDING THAT THE D¢PARTMENT OF THE NAVY SHALL NOT 
BE REQUIRED TO REIMBURSE THE RECONSTRUCTION FINANCE 
CORPORATION FOR THE TRANSFER OF CERTAIN REAL PROP- 
ERTY AT COLUMBUS, OHIO 





Juty 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany H. R. 7728] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7728) to provide that the Department of the Navy 
shall not be required to reimburse the Reconstruction Finance Corpo- 
ration for the transfer of certain real property at Columbus, Ohio, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill would ratify and approve the transfer of certain real 
property, without reimbursement, from the Reconstruction Finance 
Corporation (RFC) to the Department of the Navy, which transfer 
was effected by quitclaim deed on March 29, 1951. The measure 
also affirmatively provides that the Department of the Navy is 


relieved from any obligation to compensate RFC for the property 
transferred. 


PAYMENTS IN LIEU OF TAXES NOT AFFECTED BY THIS BILL 


The committee calls attention to the fact that Plancor 18, the 
property which is the subject of this bill, was made subject to pay- 
ments in lieu of taxes by Public Law 388, 84th Congress (see p. 6 of 
H. Rept. No. 1453, 84th Cong.). The present bill makes no change in 
that regard and the Department of the Navy will continue to be 
obligated to make payments in lieu of taxes pursuant to Public 
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Law 388. The Department of the Navy has advised the Military 
Operations Subcommittee in a letter of May 18, 1956, as follows: 


There will be payments made to the City of Columbus and 
other appropriate taxing bodies pursuant to the provisions of 
Public Law 388, 84th Congress. 


BACKGROUND 


The facts concerning the background of the property transferred, 
as presented by the Department of the Navy to the Speaker of the 
House of Representatives and to the President of the Senate, are 
recited as follows: 


In 1940 the Defense Plant Corporation constructed and 
financed a large aircraft manufacturing plant at Columbus, 
Ohio, Designated Plancor 18, this plant was occupied and 
used by the Curtiss-Wright Corp. during World War Il 
for the manufacture of Navy combat aircraft. Following the 
end of hostilities in August 1945, the Department of the 
Navy determined to seek the inclusion of Plancor 18 in its 
industrial reserve. On August 18, 1947, in compliance with 
section 3 (a) of the act of August 5, 1947 (61 Stat. 774), the 
Secretary of the Navy certified to the Chairman of RFC, 
successor to the Defense Plant Corporation, that the reten- 
tion of Plancor 18 was necessary for the maintenance of an 
adequate Naval Establishment, including industrial reserve, 
and requested that it be transferred to the Department of 
the Navy. Shortly before this certification aa request, 
RFC had declared Plancor 18 surplus to the War Assets 
Administration (WAA). Accordingly, the Secretary of the 
Navy repeated his certification and request for transfer by 
a letter dated October 9, 1947, addressed to WAA. Mean- 
while, on September 3, 1947, pursuant to section 4 of the 
act of August 5, 1947 (61 Stat. 775), the Bureau of the Budget 
approved the proposed transfer of Plancor 18 to the Navy. 

At the time of the Navy's certification and request for 
transfer Curtis-Wright occupied only a part of Plancor 18. 
The remaining portion was then unoccupied and WAA was 
in the process of negotiating a lease of that portion to the 
Lustron Corp. The Department of the Navy entered these 
negotiations but was unable to reach a satisfactory agreement 
with Lustron. Moreover, as a result of the then current 
public pressure for prefabricated housing, it did not appear 
that Lustron could easily be prevented from leasing the 
plant. Consequently, the Navy’s request for that portion 
of Plancor 18 was withdrawn. On October 31, 1947, WAA 
executed a lease of the property to Lustron. The remaining 
portion of Plancor 18, then occupied by Curtiss-Wright, was 
transferred to the Department of the Navy and has since 
been designated a Naval Industrial Reserve Aircraft Plant 
and leased successively to Curtiss-Wright and North Amer- 
ican Aviation, Inc. 

Lustron occupied its part of Plancor 18 under the terms 
of its lease with WAA until early in 1950 when it ceased 
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operation and was adjudicated bankrupt. Lustron’s lease 
was terminated and the property reverted to RFC. 

Early in 1951 the Munitions Board reexamined its re- 
quirements for the former Lustron plant and, in January 
1951, informed RFC that the plant was immediately required 
by the Department of the Navy for the production of aircraft. 
RFC was requested to make the plant available to the Navy. 
As a result, on March 29, 1951, RFC, pursuant to an order 
of the Defense Production Administration dated January 31, 
1951, transferred the property to the Navy by quitclaim 
deed. This transfer was effected under the authority of 
section 202 of the Federal Property and Administrative 
Services Act of 1949 (63 Stat. 384), subsection (e) of which 
provides in part: 

“Transfers of excess property between Federal agencies 
* * * shall be at the fair value thereof * * * unless such 
transfer is otherwise authorized by any law approved subse- 
quent to June 21, 1944, to be without reimbursement of 
transfer of funds.” 

- Prior to the transfer, however, on February 2, 1951, the 
Assistant Secretary of the Navy for air had made a formal 
request to the Chairman of RFC that the plant be trans- 
ferred without reimbursement pursuant to the certification 
made by the Secretary of the Navy on August 18, 1947, and 
again on October 9, 1947. RFC agreed that the transfer 
should be without reimbursement if in the opinion of the 
Attorney General reimbursement could be dispensed with 
under section 3 (a) of the act of August 5, 1947, supra. In 
an opinion dated April 24, 1952 (41 Op. Atty. Gen. No. 20) 
the Attorney General held that the Department of the Navy 
was required to reimburse RFC for the transfer of the former 
Lustron plant. 

The act of July 12, 1952 (66 Stat. 593), amending the 
Federal Property and Administrative Services Act of 1949, 
supra, authorizes the Administrator of the General Services 
Administration to ‘prescribe the extent of reimbursement 
for * * * transfers of excess property” among Federal 
agencies. Hence, transfers of property without reimburse- 
ment could be effected in certain instances. The same act 
specifically provides, however, ““That reimbursement shall be 
required of the fair value, as determined by the Administra- 
tor,” whenever the transferor or the transferee agency is 
subject to the Government Corporation Control Act (59 
Stat. 597). The RFC is of course subject to the Government 
Corporation Control Act and therefore it seems apparent 
that the act of July 12, 1952, supra, does not erase the De- 
partment of the Navy’s obligation to reimburse RFC for the 
fair value of the former Lustorn plant. 

It is considered that the early enactment of the proposed 
legislation would be in consonance with subsection (c) of sec- 
tion 102 of the Reconstruction Finance Corporation Liquida- 
tion Act (67 Stat. 230) which provides in part that the 
“liquidation of assets and winding up of affairs of [RFC] 
shall be carried out as expeditiously as possible.” 
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Failure of enactment, however, would result in a transfer 
of funds, the fair value of the property, to RFC by the De- 
partment of the Navy. Such transfer of funds would result 
in & serious depletion of the Navy’s appropriations otherwise 
available for aircraft production and procurement. 


The Department of the Navy observes in addition that enactment 
of the proposal would cause no increase in budgetary requirements. 


SUBCOMMITTEE HEARING 


The Subcommittee on Military Operations held a brief hearing on 
H. R. 7728 on May 1, 1956. The following witnesses appeared: 

Rear Adm. Joseph N. Murphy, Assistant Chief for Le 
Bureau of Aeronautics, Department of the Navy. 
- Frederick Sass, Cound Haren of Aeronautics, Department of the 
Navy. 

Roy A. Bath, Industrial Planning Division, Bureau of Aeronautics, 
Department of the Navy. 

eorge E. McConley, General Counsel, Reconstruction Finance 

Corporation. 

Arthur Eaton, attorney, General Accounting Office. 

Following the hearing the subcommittee met in executive session 
and unanimously approved H. R. 7728. 


SUBCOMMITTEE OBSERVATIONS 


The subcommittee decided to approve this bill for the following 
reasons: 

(1) The transfer of excess property without reimbursement from 
one Federal agency to another already is authorized by law with 
certain exceptions. No new policy is set forth in the pending legis- 
lation and no additional appropriation would be involved. 

(2) The legislation merely ratifies a transfer which has been in 
effect for some years but which was clouded by uncertainty as to 
the legal requirements for reimbursement. 

(3) Since the RFC is in process of liquidation, enactment of the 
pending legislation may facilitate this process. The subcommittee 
sess no compelling need to require the Department of the Navy to 
reimburse an agency in liquidation and then seek equivalent funds 
from the Congress to compensate the withdrawal of funds from other 
necessary Naval programs. 

(4) All of the agencies involved, including the Department of the 
Navy, the Dapessnay of the Treasury (successor to the RFC), the 
Bureau of the Budget, the General Accounting Office, and the General 
Services Administration, are in general accord with the pending 
legislation. , 

At the same time the subcommittee does not subscribe without 
qualification to all the views presented by the Department of the 
Navy. While it is undoubtedly true that the requirement for com- 
pensation would cause a diversion of funds from other Naval pro- 
grams, the subcommittee observes that this matter has been under 
discussion for some 4 years and the possibility of reimbursement fore- 
seen. Certainly ample time was afforded the Department of the 
Navy to plan its budgetary requirements. 





i > A. 2a oa 


VS oowle 


t 
e 
r 
ep 





NAVY SHALL NOT BE REQUIRED TO REIMBURSE RFC 5 


Mr. Frederick Sass, counsel for the Bureau of Aeronautics, Depart- 
ment wher Navy, pointed out in his testimony before the subcom- 
mittee that 


the Navy assumed the obligation to pay for the property 
transferred unless the Attorney General ienaiead that re- 
imbursement was not required under the statutory authority 
to transfer property to the industrial reserve of the military 
departments, or unless Congress enacted this type of legisla- 
tion authorizing the transfer without reimbursement. 


Since the Attorney General ruled on April 24, 1952, that the De- 
partment of the Navy could not acquire the property without reim- 
bursement under the industrial reserve transfer legislation (Public 
Law 364, 80th Cong.) the Department of the Navy relies upon Con- 
gressional action to relieve it of the reimbursement obligation. 

The Department of the Navy apparently takes the position that 
Public Law 522, 82d Congress (approved July 12, 1952) which would 
allow transfers of excess property without reimbursement at the dis- 
cretion of the Administrator of General Services, would have been a 
sufficient congressional expression of authority for the transfer in 
question, except for the fact that Government corporations (including, 
of course, the RFC) were excluded from such discretionary transfers. 
The subcommittee sees no legislative endorsement in Public Law 522, 
82d Congress for the particular transaction here considered. 

While the subcommittee desires to see transfers of property among 
the Government agencies facilitated in order to insure maximum use 
of property and to minimize new procurement, the subcommittee also 
is mindful that transfers of property without reimbursement could 
lead to great augmentation of agency assets without congressional 
approval, Unanimous endorsement of H. R. 7728 is not to be con- 
sidered as establishing any precedent or subcommittee yg, omen with 
respect to the reimbursable features of transfers o vernment 
property among Federal agencies. 


.) 
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841TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2699 





AUTHORIZING THE SALE OF CERTAIN VESSELS TO BRAZIL 





Jury 12, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. J. Res. 677] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the joint resolution (H. J. Res. 677) to amend the act of July 
15, 1954, authorizing the sale of certain vessels to Brazil, having 
considered the same, report favorably thereon without amendment 
and recommend that the joint resolution do pass. 

The purpose of this bill is to amend Public Law 496 which author- 
ized the Federal Maritime Administration to sell to the Government 
of Brazil not more than 12 medium-sized CI-MAV-1-type vessels 
from the reserve fleet for use solely in the coastwise trade of Brazil. 
The law prohibits these ships from engaging in international trade. 
This has ha interpreted to preclude the privilege of carrying cargo 
from the United States to Brazil on their delivery voyage. 

All of the requirements of the act have been met and the vessels 
will be ready to sail for Brazil in the very near future. 

The Brazilian Government, through the Brazilian Ambassador and 
the President, has requested that permission be given for the Govern- 
ment of Brazil to carry bulk grain and coal on the first outbound 
delivery voyage of each of the 12 ships purchased under Public Law 
496. This bill was introduced at the request of the Department of 
State, with the representation that cooperation with the Government 
of Brazil to the extent called for by this bill would be highly beneficial 
to the relations between the two countries, and would also strengthen 
the economic situation in Brazil. 

The authority granted by this bill to permit the carriage of cargoes 
in internktions! trade is specifically limited to bulk grain and coal 
cargoes, and to the outbound delivery voyage of the ships only. 

Before introduction of the bill it was ascertained that the United 
States shipping lines operating to Brazil and the — American 
shipping associations, including the American Tramp Ship Owners’ 
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Association, had no objection to the purpose to be accomplished under 
the bill. In this connection, the current worldwide shortage of 
shipping space is such that the authority granted by the bill will have 
no unfavorable effect on American shipping from a competitive 
standpoint. 

At a hearing on the bill, officials of the Department of State 
explained its purpose and urged its enactment, and an official of the 
Maritime Administration stated that there was no objection within 
the Department of Commerce to its enactment. 

Your committee believes the bill to be meritorious, and urges its 
— passage. 

e Department of State report on the bill is as follows: 


JuLy 11, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives. 


Dear Mr. Bonner: I wish to confirm to you my verbal request for 
the introduction of a joint resolution amending Public Law 496 
of the 83d Congress, which authorized the sale of 12 C1-MAV-1 
vessels to Brazil, in order to permit these 12 ClI-MAV-1’s to carry 
bulk grain and coal on the idivery voyage after the ships have been 
purchased under the above-cited law. 

On July 15, 1954, the Con passed Public Law 496 which 
authorized the United States Maritime Administration to sell 12 
C1—MAY-lI’s to Brazil. for coastal operations only. The law prohibits 
these ships from engaging in international trade, which has been 
interpreted by the Maritime Administration to include their delivery 
voyage outbound from the United States. 

he Brazilian Government through the Brazilian Ambassador and 
the President, has requested that permission be given for the Gov- 
ernment of Brazil to carry bulk grain and coal on the first outbound 
delivery voyage of the 12 ape purchased under Public Law No. 496. 
Before this permission can be given it will be necessary to secure 
congressional authority for this movement. Cooperation with the 
Government of Brazil to this extent would be highly beneficial to 
the relations between the two countries and would strengthen the 
economic position of Brazil. The Department believes that ranting 
the permission requested by the Government of Brazil will obtain 
a great deal of good will in that country which will redound to the 
advantage of all shipping companies bales to Brazil. The Depart- 
ment further believes that this goodwill can be obtained for a relatively 
small effort on the part of this Government. ; 

This proposal has been discussed with the Maritime Administration 
and the two United States shipping lines operating to Brazil, which 
indicate that they have no objection to this proposal, so long as it is 
limited to bulk on the initial voyage and would not cover 

eneral cargo. The Merchant Marine Institute, the Pacific American 
Seeguniiie Association, and the American Tramp Ship Owners 
Association have also concurred on the same basis. The current 
shipping situation is such that this proposal offers no problem at the 
present time. 
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Passage of such authorizing legislation is urgently needed since the 
ships in question will be ready to sail in the near future, and the 
Department of State strongly supports the passage of the proposed 
joint resolution. 

It is requested that you also consider this letter as the Department’s 
report on House Joint Resolution 677 of July 9, 1956. 

Sincerely yours, 
Rosert C. Hi, 
Assistant Secretary 
(For the Secretary of State). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Pustic Law 496, 83p Coneress, APPROVED JuLy 15, 1954 


AN ACT To authorize the sale of certain vessels to Brazil for use in the coastwise 
trade of Brazil 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Com- 
merce is authorized, at any time prior to twenty-four months from the 
date of enactment of this Act, to transfer to the Government of Brazil 
or to citizens of Brazil title to not more than twelve CI-MAV-1 type 
merchant vessels under the following conditions: 

(a) ** * 


* * * * * * * 


(g) Every transfer under the authority of this Act, including trans- 
fers under the authority of section 9, or section 37, of the Shipping 
Act, 1916, within the intent of subsection (c) hereof, shall be subject 
to an agreement by the Government of Brazil that the vessels whether 
under mortgage to the United States or not shall not engage in inter- 
national trade or in other than the coastwise trade of Brazil [] , except 
that, upon recommendation of the Maritime Administrator, and with 
the approval of the Secretary of Commerce, any such vessel may carry 
bulk grain and coal cargo while en route from the United States directly 
to Brazil after purchase hereunder for use thereafter only in the coastwise 
trade of Brazil. 


O 
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841TH CONGRESS HOUSE OF REPRESENTATIVES Report? 
2d Session No. 2700 





CONSIDERATION OF H. R. 11709 





Jury 12, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 589] 


The Committee on Rules, having had under consideration House 
Resolution 589, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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84rH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2701 





CONSIDERATION OF H. R. 11708 





Juty 12, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Triste, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 590] 


The Committee on Rules, having had under consideration House 
Resolution 590, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2702 





AUTHORIZING THE COMMISSIONING OF DOCTORS OF 
OSTEOPATHY IN THE ARMED SERVICES 





Juty 12, 1956.—Ordered to be printed 





Mr. Vinson, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 483] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 483) to 
amend the Army-Navy-Public Health Service Medical Officer Pro- 
curement Act of 1947, as amended, so as to provide for appointment 
of doctors of osteopathy in the Medical Corps of the Army and Navy, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

(a) The second sentence of section 201 (a) of the Army-Navy-Public 
Health Service Medical Officer Procurement Act of 1947, as amended, 
is amended (1) by inserting ‘‘(1)” immediately before the word “qualified” 
and (2) by striking the period at the end thereof and inserting a comma 
and the following: “‘or (2) doctors of osteopathy who are qualified under 
subsection (g) hereof.”’. 

(b) Sections 201 (b) and (e) of such Act are amended (1) by inserting 
immediately after the word “‘medicine” wherever it appears therein ‘‘or 
osteopathy” and (2) by inserting in the second sentence of section 201 (6) 
-— wn section 201 (e) after the word “medical” the following: “| osteo- 

we”. 
(c) Section 201 of such Act is further amended by adding at the end 
thereof the following new subsection: 

“*(g) to be eligible for appointment under this Act a doctor of osteopathy 
must (1) be a citizen of the United States, (2) be a graduate of a college 
of osteopathy whose graduates are eligible for licensure to practice medicine 
or surgery in a majority of the States, and be licensed to practice medicine, 
surgery, or osteopathy in one of the States or Territories of the United 
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States or in the District of Columbia, (3) possess such qualifications as 
the Secretary concerned may prescribe for his service, after considering 
ixomeinccdetion for such aapoinionent by the Surgeon General of the 
Army or the Air Force or Chief of the Bureau of Medicine and 
Sur + oe the Navy, and (4) under regulations prescribed by the Secre- 

rs 4 ense have completed a number of years of osteopathic and 
pos es en education equal to the number of years of medical and 
premedical education prescribed for persons entering recognized schools 
of medicine who became doctors of medicine and who wo ae ager 
for appointment under this title in the grade for which such doctor of 
osteopathy is applying.” 

And the Senate agree to the same. 


Cari VINSON, 
Overton Brooks, 
Pau. Kitpay, 
Dewey Snort, 
Lesuie C. ARENDS, 
Managers on the Part of the House. 


Ricuarp B. Russet, 

JoHN STENNIS, 

Sruart SyMINGTON, 

Leverett SALTONSTALL, 

MarGaret CuHAse SMIrTH, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 483) to amend the Army-Navy-Public Health Serv- 
ice Medical Officer Procurement Act of 1947, as amended, so as to 
provide for appointment of doctors of osteopathy in the Medical Corps 
of the Army and Navy, submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

The bill, H. R. 483, sna the House July 18, 1955. Thereafter, 
the Senate, in its consideration of the bill, struck all after the enact- 
ing clause and amended the House version in various respects. As 
amended, the House bill passed the Senate on May 21, 1956. 

In eae h (b) reference is made to section 201 (b) of the 
Army-Navy-Public Health Service Medical Officer Procurement Act 
of 1947, as amended. An additional reference, to section 201 (e) is 
required in order to make this subsection technically and legally 
correct. The House pro such an amendment. 

Subsection (c) of the Senate amendment sets forth various require- 
ments which must be met by doctors of osteopathy to be eligible for 
appointment as commissioned officers in the Medical Corps of the 
respective military services. Among other requirements, the Senate 
amendment provides that a doctor of osteopathy “must be recom- 
mended for such appointment by the Surgeon General of the Army 
or Air Force or the Chief of the Bureau of Medicine and Surgery of 
the Navy.” While it is obvious that the Secretaries of the Army, 
Navy, and Air Force would seek the recommendation of their Sur- 
geons General, or Chief of the Bureau of Medicine and Surgery, as 
appropriate, it is obviously con to the primary principal of civilian 
control to place any mi er officer in a position where he could 
—— either by action or failure to act, the decision of his Secretary. 
The House amendment to the Senate language covering this specific 
point insures that the recommendation of the Surgeons General or 
the Chief of the Bureau of Medicine and Surgery of the Navy, as 
appropriate, will be submitted to his Secretary, but it also insures that 
the ultimate decision of the Secretary will prevail and not be subject 
to veto by any military officer. So, in the final analysis, the sole 
purpose of the House amendment to the Senate amendment is to 
retain the preeminent position of authority which each of the service 
Secretaries exercises over his respective department. 


Cart VINSON, 

Overton Brooks, 

Paut Kiwpay, 

Dewey Sort, 

Lesiis C. ARENDS 
Managers on the Part of the House. 


O 
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84rH CONGRESS t HOUSE OF REPRESENTATIVES Report 
2d Session No. 2703 





AMENDING SECTION 158 OF THE REVISED STATUTES OF THE 
UNITED STATES, AS AMENDED, SO AS TO INCLUDE THE DEPART- 
MENT OF HEALTH, EDUCATION, AND WELFARE AMONG THE 
EXECUTIVE DEPARTMENTS THERE LISTED 





Juty 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany 8. 3768] 


The Committee on Government Operations, to whom was referred 
the bill (S. 3768), to amend section 158 of the Revised Statutes of 
the United States, as amended, so as to include the Department of 
Health, Education, and Welfare among the executive departments 
there listed, and for other purposes, companion bill to H. R. 10992, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The committee adopts the report of the Senate, as set forth in 
Senate Report No. 2192, which is attached and made a part hereof. 


[S. Rept. No. 2192, 84th Cong., 2d sess.} 
PURPOSE 


The purpose of this bill, introduced in the Senate at the request of 
the Secretary of Health, Education, and Welfare, is to add the Depart- 
ment, established by Reorganization Plan No. 1 of 1953, to the list of 
executive departments in section 158 of the Revised Statutes (5 
U.S.C. 1). Plan No. 1 of 1953 failed to provide for the inclusion of 
the Department in section 158 of the Revised Statutes. Approval 
of S. 3768 would give the Department full statutory parity with other 
executive departments. The bill makes adequate provision to assure 
that nothing therein would be inconsistent with Reorganization Plan 
No. 1 of 1953, or with various other statutes applicable to the Depart- 
ment, or with laws which are antiquated and not generally applicable 
to other departments, 
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2 AMEND SECTION 158 OF REVISED STATUTES 


Section 2 provides for the appointment by the President of a General 
Counsel, with Senate confirmation, who shall be the chief legal officer 
of the Department, and act as Secretary during the absence or disabil- 
ity, or in the event of a vacancy in the office, of the Secretary and of 
the Under Secretary and the Assistant Secretaries. The Secretary 
of Health, Education, and Welfare states that this provision is desir- 
able to conform the status of this position with that of the chief legal 
officers of other executive departments having comparable functions 
and responsibilities. 

NEED FOR LEGISLATION 


In transmitting this proposed legislation to the Senate, the Secretary 
of Health, Education, and Welfare submitted the following communi- 
cations in support thereof: 


DEPARTMENT OF Heattu, Epucation, AND WELFARE, 
April 23, 1956. 
Hon. Ricuarp M. Nrxon, 
The President of the Senate. 


Dear Mr. Presipent: Enclosed for your consideration is a draft 
of x bill to add the Department of Health, Education, and Welfare to 
the list of executive departments in section 158 of the Revised Statutes 
(5 U.S. C. 1) and to provide for a presidentially appointed General 
Counsel of the Department. 

The Department of Health, Education, and Welfare was established 
by Reorganization Plan No. 1 of 1953, the effective date of which 
was accelerated to April 11, 1953, by Public Law 13, 83d Congress. 
Section 158 of the Revised Statutes, which lists the executive depart- 
ments of the Government, has not, since the establishment of our 
executive department by reorganization plan, been amended to include 
this Department in the listing. Through its failure to be listed in 
this section various other provisions of laws applicable to other execu- 
tive departments do not apply to this Department, notably title IV 
of the Revised Statutes and certain other provisions of law referring 
specifically to executive departments listed in section 158 (or in 5 
U.S. C. 1). 

We believe that the listing of this Department in section 158 of the 
Revised Statutes is desirable in order to put the Department of Health, 
Education, and Welfare on full statutory parity with all other execu- 
tive departments now enumerated in that section. 

Subsection (b) of the first section of the enclosed draft bill would 
prevent the listing of this Department in section 158 from having the 
effect of making applicable to this Department various provisions of 
title IV of the Revised Statutes which are inconsistent with Reorgani- 
zation Plan No. 1 of 1953 or with various other statutes currently 
administered by, or applicable to, this Department, or which are 
antiquated and not generally applicable to the other executive depart- 
ments (having been superseded in their case by later laws). 

Illustrative of sections of title IV of the Revised Statutes which are 
in conflict with Reorganization Plan No. 1 of 1953 are Revised Statutes 
177-182 (5 U.S. C. 4-9) relating to the designation of persons to act 
in case of vacancies in departmental offices, which are inconsistent 
with provisions of section 2 of the plan which set forth the circum- 
stances under which our Under Secretary and Assistant Secretaries 
shall serve as Acting Secretary. 
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Similarly, there are other provisions of title IV of the Revised 
Statutes which would appear to be inconsistent with the provisions 
of other laws administered by the new Department. Illustrative of 
these provisions are Revised Statutes 184, 187 (5 U. S. C. 94, 98) 
relating to the examination and subpenaing of witnesses which 
conflict with the provisions authorized for examination of witnesses 
under the Social Security Act. Title 42, United States Code section 
405 (d), (e), and (f); and Revised Statute 178 (5 U.S. C. 5) relating 
to the designation of persons to act in case of vacancies in certain 
subordinate departmental offices which conflict with the provisions 
of the Public Health Service Act of 1944 on the same subject matter 
(42 U.S. C. A. 206). 

An example of an antiquated provision not now generally applicable 
to the executive departments is Revised Statute 176 (5 U.S. C. 44) 
which requires the heads of executive departments to appoint 
disbursing clerks authorized by law; with certain exceptions not 
applicable to this Department, all such disbursement functions are 
now centralized in the Treasury Department. 

Section 1 (b) of the enclosed draft bill would make it clear that the 
listing of our Department in section 158 of the Revised Statutes 
would not be construed to make applicable to the Department any 
provision of law inconsistent with Reorganization Plan No. 1 of 1953 
or otherwise supersede or limit any functions or authorities which 
the Department has under existing laws. 

Section 2 of the bill would provide for a General Counsel of the 
Department to be appointed by the President with Senate confirma- 
tion. This provision is desirable to conform the status of this position 
with that of the chief legal officers of other executive departments 
having comparable functions and responsibilities. 

We shall appreciate it if you will be good enough to refer the 
enclosed draft bill to the proper committee for consideration. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this proposed legislation to the Congress for its 
consideration. 

Sincerely yours, 
(Signed) M. B. Fousom, Secretary. 





DeparTMENT OF Heat, Epucarion, AND WELFARE, 
May 28, 1956. 
Mr, Watrer L. ReyNo.ps, 
Chief Clerk and Staff Director, 
Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. Reynoups: In accordance with our telephone conver- 
sation of today, I am enclosing a chart which gives pertinent informa- 
tion about the chief legal officers of the various departments. 

You will note that of the 9 departments (Department of Justice 
not included for obvious reasons), 6 have chief legal officers appointed 
by the President, 2 of the 6 are compensated the same as Assistant 
Secretaries, and a third, though it is provided he shall rank equally 
with Assistant Secretaries, is compensated at a grade GS-18. 

If you desire further information, please let me know. 

Sincerely yours, 


Parke M. Banta, General Counsel. 
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AMEND SECTION 158 OF REVISED STATUTES 


CHANGES IN 


EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 158 or tHE Revisep Statutes (5 U.S. C. 1) 
The provisions of this title shall apply to the following executive 


departments: 


First. The Department of State. 

Second. The Department of Defense. 
Third. The Department of the Treasury. 
Fourth. The Department of Justice. 
Fifth. The Post Office Department. 
Sixth. The Department of the Interior. 


Seventh. The 


epartment of Agriculture. 


Eighth. The Department of Commerce. 
Ninth. The Department of Labor. 


EXISTING LAW 


Reorganization Plan No. 1 of 1953 
(18 F. R. 2053, 67 Stat. 631) 


* * ~ * * * 


Sec. 2. Under Secretary and As- 
sistant Secretaries.—There shall be 
in the Department an Under Sec- 
retary of Health, Education, and 
Welfare and two Assistant Secre- 
taries of Health, Education, and 
Welfare, each of whom shall be 
appointed by the President by 


and with the advice and consent S, 


of the Senate, shall perform such 
functions as the Secretary may 
prescribe, and shall receive com- 
pensation at the rate now or here- 
after provided by law for under 
secretaries and assistant secre- 
taries, respectively, of executive 
departments. The Under Secre- 
tary (or, during the absence or dis- 
ability of the Under Secretary or 
in the event of a vacancy in the 
office of Under Secretary, an As- 
sistant Secretary determined ac- 
cording to such order as_ the 
Secretary shall prescribe) shall act 
as Secretary during the absence 
or disability of the Secretary or in 


the event of a vacancy in the office 


O 


of Secretary. 


Tenth. The Department of Health, Education, and Welfare 
os * = s e 


e 
8. 8768 


Sec. 2. (a) There shall be in the 
Department of Health, Education, 
and Welfare a General Counsel who 
shall be appointed by the President, 
by and with the advice and consent 
of the Senate, and shall receive com- 
pensation at the rate now or here- 
after provided by law for Assistant 
ecretaries of executive departments. 
The General Counsel shall be the 
vers legal officer of the Department 
and shall perform such functions as 
the Secretary of Health, Education, 
and Welfare may prescribe. 

(b) The General Counsel shall act 
as Secretary during the absence or 
disability, or in the event of a 
vacancy in the office, of the Secre- 
tary of Health, Education, and 
Welfare and of the Under Secretary 
and the Assistant Secretaries of 
Health, Education, and Welfare. 
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AMENDING THE REVISED ORGANIC ACT OF THE VIRGIN 
ISLANDS 





Juty 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enauie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 10252] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 10252) to amend the Organic Act of the Virgin 
Islands, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

Page 1, strike out all of lines 3 to 9, inclusive, and insert the fol- 
lowing: 

That the last sentence of section 24 of Public Law 517 of the 
Eighty-third Congress (68 Stat. 497, 506) be amended to 
read as follows: “The Attorney General shall appoint a 
United States marshal for the Virgin Islands, to w:._ » office 
the provisions of chapter 33 of title 28, United States Code, 
shall apply.”’ 


Page 1, line 12, and page 2, line 1, strike out ‘(66 Stat. 497, ch. 558)” 
and insert ‘‘(68 Stat. 497, 507)’’. 
Page 2, strike out all of lines 3 to 7, inclusive, and insert the fol- 
lowing: , 
Sec. 3. That the first sentence of section 26 of Public Law 
517 of the Eighty-third Congress (68 Stat. 497, 507) be 
amended to read as follows: “All criminal cases originating 
in the district court shall be tried by jury upon demand by the 
defendant or by the government.” 


Page 2, following line 7, add a new section to read as follows: 


Sec. 4. (a) The Revised Organic Act of the Virgin 
Islands is amended by adding at the end thereof the following 
new section: “Src. 37. The Organic Act of the Virgin 
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Islands of the United States, approved June 22, 1936 (49 
Stat. 1807), as amended, and all laws and parts of laws in 
conflict with this Act, except for the Act of January 28, 
1956 (70 Stat. 5), are hereby repealed.” 


: Provided, That the authority conferred upon the Secretary 
of the Treasury by the second proviso in section 36 of the 
Organic Act of the Virgin Islands of the United States (49 
Stat. 1807, 1816; 48 U. S. C. 14061) shall not terminate 
until 60 days following the date of enactment of this Act. 

(b) Section 3 of the Revised Organic Act of the Virgin 
Islands (68 Stat. 497; 48 U. S. C. 1561) is amended by 
adding at the end thereof the following new paragraph: 

“No political or religious test other than an oath to 
support the Constitution and the laws of the United States 
applicable to the Virgin Islands, and the laws of the Virgin 
Islands, shall be required as a qualification to any office or 
public trust under the Government of the Virgin Islands.” 


Amend the title so as to read: 


A bill to amend the Revised Organic Act of the Virgin 
Islands, 


EXPLANATION OF THE BILL 


The purpose of H. R. 10252, as amended, introduced by Congress- 
man Aspinall, is to amend the Organic Act of the Virgin Islands in 
four instances: With respect to appointment of the marshal and deputy 
marshal in the Virgin Islands; with respect to the designation of the 
United States attorney; with respect to the right of trial by jury in 
criminal cases; and by the addition of a repealer clause which was 
inadvertently omitted in the act of July 22, 1954. 

In addition to H. R. 10252, identical bills were introduced and con- 
sidered concurrently with the reported bill as follows: H. R. 10255, 
by Congressman O’Brien of New York; H. R. 10260, by Congressman 
Saylor; and H. R. 11607, by Congressman Powell. 

H. R. 10252, as amended, amends four sections of the Revised 
Organic Act of the Virgin Islands (68 Stat. 497) in order to remove 
certain ambiguities or technical imperfections which now exist in the 
statute. 

H. R. 10252, as amended, in section 1, will improve the grammar and 
remove an ambiguity of the existing statute by substituting language 
recommended by the Department of Justice for the last sentence of 
section 24 which now reads: 


The Attorney General shall, as heretofore, appoint a 
marshal and one deputy marshal for the Virgin Islands to 
whose office the provisions of chapter 33 of title 28, United 
States Code, shall apply. 


The language recommended by the Department of Justice is: 


The Attorney General shall appoint a United States mar- 
shal for the Virgin Islands, to whose office the provisions of 
chapter 33 of title 28, United States Code, shall apply. 


Since section 542 of chapter 33 of title 29, United States Code, grants 
general authority for the appointment of deputy marshals, there 
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appears to be no compelling need for the section to refer to the position 
of deputy marshal. 

Section 2 of the bill amends section 27 of the Revised Organic Act 
which provides for the office of United States attorney for the Virgin 
Islands. This officer was formerly referred to as the “district attor- 
ney” and in changing the title of the office to ‘‘United States attor- 
ney” in the Revised Organic Act this individual was inadvertent] 
referred to as the “district attorney” in the seventh and eighth 
sentences. This section corrects the error by substituting “United 
States attorney” for “district attorney” wherever the latter appears 
in those two sentences. 

Section 3 corrects an ambiguity appearing in section 26 of the 
Revised Organic Act which was carried forward without correction 
from the Organic Act of 1936. This section of the act presently pro- 
vides that— 


In any criminal case originating in the district court, no 
person shall be denied the right to trial by jury on the de- 
mand of either party. 


The phrase, ‘“‘on the demand of either party,” is confusing and am- 
biguous since it is clear that the legislative intention was that a 
defendant in a criminal case in the district court should not be denied 
the right to a jury trial if he demands it. It is meaningless to provide, 
as the present language in effect does, that no person shall be denied 
the right to trial by jury if the other party, the Government, demands 
it. For, in such a case, the defendant not having himself demanded a 
jury trial must be assumed not to desire it and, therefore, his failure 
to receive it would not be a denial of right even though the Govern- 
ment demanded a jury trial. Section 3 of H. R. 10252, as amended, 
removes this ambiguity by substituting the sentence “All criminal 
cases originating in the district court shall be tried by jury upon 
demand by the defendant or by the Government” for “In any criminal 
cise originating in the district court, no person shall be denied the 
rizht to trial by jury on the demand of either party.” 

Section 4 of the amended bill would add a section to the Organic 
Act of July 22, 1954, which would expressly repeal the Organic Act 
of June 22, 1936. The failure of the 1954 act to repeal the earlier 
act was an inadvertence which has created confusion as to the status 
of the organic law. Section 4 would rectify this error of omission. 
This section also adds a proviso which states that the authority con- 
ferred upon the Secretary of the Treasury by section 36 of the 1936 
act—as reenacted in the 1954 act—shall not terminate until 60 days 
following the date of enactment of this act. The pertinent part of 
section 36 reads as follows: 


* * * Provided, That all money hereafter derived from any 
tax levied or assessed for a special purpose shall be treated 
as a special fund in the treasury of the Virgin Islands and 
paid out for such purpose only, except when otherwise au- 
thorized by the legislative authority having jurisdiction after 
the purpose for which such fund was created has been accom- 
plished. Until Congress shall otherwise provide, all laws 
concerning import duties and customs in the municipality of 
Saint Thomas and Saint John now in effect shall be in force 
and effect in and for the Virgin Islands: Provided, That the 
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Secretary of the Treasury shall designate the several ports 
and sub-ports of entry in the Virgin Islands of the United 
States and shall make such rules and regulations and appoint 
such officers and employees as he may deem necessary for the 
administration of the customs laws in the Virgin Islands of 
the United States; and he shall fix the compensation of all 
such officers and employees and provide for the payment of 
such compensations and other expenses of the collection of 
duties, fees, and taxes imposed under the customs laws 
from the receipts thereof. The export duties in effect on 
June 22, 1936, may be from time to time reduced, repealed, 
or restored by ordinance of the municipal council having 
jurisdiction: Provided further, That no new export duties 
shall be levied in the Virgin Islands except by the Congress. 


The two most noteworthy provisions in section 36 which would be 
repealed are (1) the bar against enactment by the territorial legislature 
of laws concerning import duties and customs, and (2) the authoriza- 
tion to the Secretary of the Treasury to designate ports of entry in the 
islands and to appoint officers for the administration of the customs 
laws in the Virgin Islands. During the 60-day period the Virgin 
Islands Legislature would have ample opportunity to take affirmative 
action under this section of the bill. 

Section 4 of the amended bill in subsection (b) would also amend 
section 3 of the Organic Act of the Virgin Islands by adding at the end 
thereof a new paragraph as follows: 


No political or religious test other than an oath to support 
the Constitution and the laws of the United States applicable 
to the Virgin Islands, shall be required as a qualification to 
any office of public trust under the Government of the 
Virgin Islands. 


This provision was in the 1936 Organic Act but not in the 1954 
Organic Act. The committee members feel strongly that this provision 
is desirable and should be retained. 

H. R. 10252 has been amended on page 1, lines 4 and 12, and page 2, 
line 4, by correcting an error in the statute number. The statute 
number should be 68 Stat. instead of 66 Stat. 

The reports of the Depertments of the Interior and Justice, and the 
Bureau of the Budget, and a letter from Judge Albert B. Maris, circuit 
judge of the Third Circuit of the United States Court of Appeals, 
dated May 2, 1956, are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., June 29, 1956. 
Hon. Craik ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. EncGte: This responds to your request for the 
views of this Department on H. R. 10252, H. R. 10255, H. R. 10260, 
H. R. 10288, and H. R. 11607, identical bills to amend the Organic 
Act of the Virgin Islands. 

We recommend that any one of the bills be enacted. 
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The bills in question would amend three sections of the Revised 
Organic Act of the Virgin Islands (68 Stat. 497) to remove ambiguities 
or technical imaperfections which now exist in the statute. Section 1 
of each bill would amend the last sentence of section 24 (68 Stat. 506, 
48 U.S. C., 1952 ed., Supp. I, sec. 1614) which now provides that 
“The Attorney General shall, as heretofore, appoint a marshal and one 
deputy marshal for the Virgin Islands to whose office the provisions 
of chapter 22 of title 28, United States Code, shall apply.” 

Since two officials are referred to in the early part of the sentence, 
it is uncertain as to which one the phrase ‘to whose office” applies. 
The phrase was intended to refer to the marshal, for the deputy 
marshal is a subordinate in the marshal’s office. In order to remove 
the ambiguity, and to improve the grammar, section 1 would amend 
— sentence of section 24 by providing two new sentences, to 
read: 

“The Attorney General shall, as heretofore, appoint a marshal and 
one deputy marshal for the Virgin Islands. The provisions of chapter 
33 of title 28, United States Code, shall apply to the office of the 
marshal for the Virgin Islands.” 

The modification is a desirable one and is supported by this De- 
partment. 

Sectiorr 2 of each of the bills would amend section 27 (68 Stat. 507, 
48 U.S. C., 1952 ed., Supp. II, see. 1617) which refers to the United 
States attorney for the Virgin Islands. This officer was formerly 
referred to as the district attorney, and the 1936 Organic Act contained 
references to such position. In line with a general change in nomen- 
clature, however, it was intended that the 1954 Revised Organic Act 
refer instead to the “United States attorney.”” The 1954 act does so 
except in the seventh and eighth sentences of section 27, where, through 
inadvertence, references to the ‘district attorney’ remain. It is 
desirable that these references be changed to “United States attorney,” 
and section 2 would accomplish this result. 

The third section of each of the bills would amend the first sentence 
of section 26 of the Revised Organic Act (68 Stat. 507, 48 U.S. C., 
1952 ed., Supp. II, sec. 1617) which now provides that “In any criminal 
case originating in the district court, no person shall be denied the 
right to trial by jury on the demand of either party.” 

This language was perpetuated from the 1936 Organic Act, but it 
contains an ambiguity in that it authorizes the use of a jury, in order 
not to deny a person the right to a trial by jury, when the prosecution 
demands it. Since no right would be denied if the accused did not 
wish a jury, it is desirable to remove the ambiguity by amending the 
sentence, as section 3 of each of the bills proposes to do, to read as 
follows: 

“In any criminal case originating in the district court, no person 
shall be denied the right to trial by jury if he demands it.” 

The three changes which the bills in question would bring about 
are desirable and have the support of this Department. 

It should be noted that the statutory reference for the Revised 


Organic Act has been incorrectly cited in all of the bills as 66 Stat. 
497. The correct reference is 68 Stat. 497, and appropriate corrections 
should be made in each of the bills. 
We are informed that there is a particular urgency for your commit- 
tee to have this report. In view thereof, this report is being submitted 
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to the committee prior to clearance through the Bureau of the Budget 
and we are not in a position to advise you concerning its relation to 
the program of the President. 
Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 





DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATrorNEY GENERAL, 
Washington, D. C., July 3, 1956. 
Hon. Cuarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice on the bills (H. R. 10252, H. R. 
10255, H. R. 10260, and H. R. 10288), to amend the Organic Act of 
the Virgin Islands. 

The last sentence of section 24 of Public Law 517, 83d Congress 
(68 Stat. 497; 48 U.S. C. 1614) reads: ‘The Attorney General shall, 
as heretofore, appoint a marshal and one deputy marshal for the 
Virgin Islands to whose office the provisions of chapter 33 of title 28, 
United States Code, shall apply.”’ Section 1 of the bills would amend 
this provision to read: “The Attorney General shall, as heretofore, 
appoint a marshal and one deputy marshal for the Virgin Islands. 
The provisions of chapter 33 of title 28, United States Code, shall 
apply to the office of the marshal for the Virgin Islands.”’ This 
proposed amendment is apparently intended to clarify the provision 
to indicate that chapter 33 was meant to be applicable only to the 
office of marshal. 

Section 542 of chapter 33 of title 28, United States Code, grants 
general authority for the appointment of deputy marshals and, 
therefore, there is no real need for the section to refer to the position 
of deputy marshal. Accordingly, it is suggested that this provision 
read as follows: 

“The Attorney General shall appoint a United States marshal for 
the Virgin Islands, to whose office the provisions of chapter 33 of 
title 28, United States Code, shall apply.” 

Section 2 of the bills would substitute the words “United States 
attorney” for the term “district attorney” in section 27 of Public 
Law 517 (48 U.S. C. 1617). This would merely correct a technical 
drafting error. 

The first sentence of section 26 of Publie Law 517 (48 U.S. C. 1616) 
provides: “In any criminal case originating in the district court, no 
person shall be denied the right to trial by jury on the demand of either 
party.” Section 3 of the bills would substitute the words ‘if he 
demands it” for the words ‘‘on the demand of either party” in the 
above-quoted sentence. The present wording is obviously more 
appropriate to a civil than to a criminal case. However, the proposed 
wording would end the prosecution’s right to insist on a jury trial, 
and there may be cases in which the Government would desire a jury 
trial, but the defendant would not. Cf. rule 23 (a) of the Federal 
Rules of Criminal Procedure, requiring governmental (and judicial) 
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consent to waiver of a jury (Patton v. United States, 281 U. S. 276, 
312-13 (1930) and Adams v. United States ex rel. McCann, 317 U.S. 
269, 277-78 (1942)) which indicate that governmental (and judicial) 
consent is constitutionally necessary to a waiver of a jury trial. If it 
is felt desirable to change the language of the present provision, the 
following might be substituted for the first sentence: “All criminal 
cases originating in the district court shall be tried by jury upon de- 
mand by the defendant or by the Government.” 

It is to be noted that the citations to the Statutes at Large in the 
bills are erroneous. In section 1 the citation should be 68 Stat. 506; 
in sections 2 and 3, 68 Stat. 507. 

Subject to the foregoing comments, the Department of Justice 
would have no objection to the enactment of the proposed legislation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wituiam P. Rogers, 
Deputy Attorney General. 





Unirep States Court or APPEALS 
FOR THE THIRD CrRcUIT, 
Philadelphia, Pa., May 2, 1956. 
Hon. Leo W. O’Brien, 
Chairman, Subcommittee on Territories and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear ConcressMAN O’Brien: May I submit the following com- 
ments with respect H. R. 10255 introduced by you to amend the 
Revised Organie Act of the Virgin Islands, H. R. 10252, H. R. 10260, 
and H. R. 10288 being identical bills. 

Section 1 of the bill would amend the last sentence of section 24 of 
the Revised Organic Act which now reads, “The Attorney General 
shall, as heretofore, appoint a marshal and one deputy marshal for the 
Virgin Islands to whose office the provisions of chapter 33 of title 28, 
United States Code, shall apply.’”’ The italicized phrase ‘and one 
deputy marshal” was inserted by amendment during the passage of 
the bill. The effect of its insertion in the sentence was inadvertently 
to render ungrammatical and ambiguous the last part of the sentence, 
which was intended to provide that chapter 33 should apply to the 
office of the marshal. The deputy marshal, being merely a subordi- 
nate in that office, of course does not have a separate independent 
office, but the sentence now reads as though it is to his office that 
chapter 33 is to apply. Section 1 of the bill corrects this error by 
dividing the sentence into two, the second of which makes it perfectly 
clear that the office to which chapter 33 is to apply is that of the 
marshal. 

Section 2 of the bill corrects another inadvertent error in the Re- 
vised Organic Act which appears in section 27. This section provides 
for the office of United States attorney for the Virgin Islands. This 


official was formerly called the district attorney. In changing the 
title of the office to United States attorney in section 27 the conference 
report inadvertently failed to make the change in the seventh and 
eighth sentences of the section. The result is that the title “district 
attorney” still appears in those two sentences and those alone. Sec- 
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tion 2 of the bill corrects this error by substituting “United States 
attorney” for “district attorney’’ wherever the latter appears in those 
two sentences. 

Section 3 of the bill corrects an ambiguity appearing in section 26 
of the Revised Organic Act which was carried sa without cor- 
rection from the Organic Act of 1936. It appears in the first sentence 
of section 26 which is as follows: “In any criminal case originating 
in the district court, no person shall be denied the right to trial by 
jury on the demand of either party.” The italicized phrase in this sen- 
tence ‘‘on the demand of either party” is extremely ambiguous and 
confusing. It is clear that the legislative intention was that a de- 
fendant in a criminal case in the district court should not be denied 
the right to a jury trial if he demands it. It is meaningless, however, 
to provide, as the present language in effect does, that no person shall 
be denied the right to trial by jury if the other party, the Government, 
demands it. For in such a case the defendant not having himself 
demanded a jury trial must be assumed not to desire it and, therefore, 
his failure to receive it would not be a denial of a right even though the 
Government demanded a jury trial. Section 3 of the bill removes all 
ambiguity in this language by substituting “if he demands it” for the 
ambiguous phrase “on the demand of either party.”’ 

Since H. R. 10255 will correct all three of these errors and am- 
biguities in the Revised Organic Act of the Virgin Islands I hope that 
the bill may have prompt and favorable consideration. 

Sincerely yours, 
Apert B. Marts 





Executive OFfFfick OF THE PRESIDENT, 
Bureau or THE BupcGet, 
Washington 25, D. C., June 29, 1956. 
Hon. Crain EnGte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Cuairman: This is in reply to your request for the 
views of this Bureau on H. R. 10252, i R. 10255, H. R. 10260, 
H. R. 10288, and H. R. 11607, identical bills to amend the Organic 
Act of the Virgin Islands. 

These bills are in the nature of perfecting amendments to remove 
ambiguities and correct the nomenclature in the Revised Organic Act. 

The Bureau of the Budget would have no objection to enactment of 
any one of these bills. However, attention is invited to the report of 
the Department of Justice on these bills suggesting certain amend- 
ments. 


act Sincerely yours, 


Rosert E. Merriam, 
se 


Assistant to the Director. 


Three paragraphs excerpted from a report from the Department of 
the Interior on H. R. 10253, a related bill, and dated June 29, 1956, 
pertaining to section 4 of H. R. 10252, are as follows: 


* * * With respect to the proposed section 2 of each of 
the bills, a section which would repeal specifically the 1936 
Organic Act of the Virgin Islands, the most important section 
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to be repealed would be section 36 (48 U.S. C., sec. 1406i), 
the pertinent part of which reads as follows: 


“* * * Provided, That all money hereafter derived from 
any tax levied or assessed for a special purpose shall be 
treated as a special fund in the treasury of the Virgin Islands 
and paid out for such purpose only, except when otherwise 
authorized by the legislative authority having jurisdiction 
after the purpose for which such fund was created has been 
idecmnileed, Until Congress shall otherwise provide, all 
laws concerning import duties and customs in the munic- 
ipality of Saint Thomas and Saint John now in effect shall 
be in force and effect in and for the Virgin Islands: Provided, 
That the Secretary of the Treasury shall designate the 
several ports and sub-ports of entry in the Virgin Islands 
of the United States and shall make such rules and regula- 
tions and appoint such officers and employees as he may 
deem necessary for the administration of the customs laws 
in the Virgin Islands of the United States; and he shall fix 
the compensation of all such officers and employees and 
provide for the payment of such compensations and other 
expenses of the collection of duties, fees, and taxes imposed 
under the customs laws from the receipts thereof. The 
export duties in effect on June 22, 1936, may be from time 
to time reduced, repealed, or restored by ordinance of the 
municipal council having jurisdiction: Provided further, 
That no new export duties shall be levied in the Virgin 
Islands except by the Congress.” 


The two noteworthy provisions in this section which would 
be repealed are (1) the bar against enactment by the terri- 
torial legislature of laws concerning import duties and 
customs, and (2) the authorization to the Secretary of the 
Treasury to designate ports of entry in the islands and 
appoint officers for the administration of the customs laws 
in the Virgin Islands. 

The existing rate of import duty is 6 percent. There is 
strong sentiment in the Virgin Islands for the repeal of this 
duty, in order that the Virgin Islands may compete for the 
tourist trade as a customs-free port. Since we fie that 
the economic future of the Virgin Islands lies to a large degree 
in the development of its tourist industry, we concur in the 
desirability of this action. Existing customs duties bring 
in a gross revenue of only $150,000 to $200,000 per annum, 
but involve an expense of collection of $70,000 or more an- 
nually. This net revenue, after collection expense, is paid 
into the territorial treasury so no loss of revenue to the United 
States Government would be involved. Since the net reve- 
nue amounts to only $75,000 to $100,000 annually, the loss 
to the territorial treasury would amount to only $150,000 to 
$200,000, even when there are included the Federal matching 
funds made available to the Virgin Islands under section 7652 
(b) (3) (A) of the Internal Revenue Code of 1954. We 
believe that the Virgin Islands can either make up this 
revenue loss without difficulty through some other method 
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of taxation or effect operating economies to that extent. 
Furthermore, repeal of this section of the 1936 act will 
eliminate a large degree of duplication which now exists 
between Federal and territorial tax collection personnel, since 
territorial law now imposes a tax on a large number of the same 
items subject to the import duty. Meanwhile, existing duties 
and customs will remain in effect until the legislature takes 
affirmative action under this section of the bill. 

There are, however, two particular provisions of existing 
law which it seems desirable to save, which provisions would 
be repealed by section 2 of the five bills in question. In the 
1936 act there exists the provision that— 


“* * * no political or religious test other than an oath to 
support the Constitution and the laws of the United States 
applicable to the Virgin Islands, and the laws of the Virgin 
Islands, shall be required as a qualification to any office or 
public trust under the Goverament of the Virgin Islands” 
(48 U.S. C., see. 1406¢g). 


We believe this provision is desirable and should be re- 
tained. * * * 


The Committee on Interior and Insular Affairs reeommends enact- 
ment of H. R. 10252, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Acr or Juty 22, 1954 (68 Srar. 497) 


Re it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as 
the “Revised Organic Act of the Virgin Islands.” 

Sree. 2. (a) The provisions of this Act, and the name “Virgin Islands” 
as used in this Aet, shall apply to and include the territorial domain, 
islands, cays, and waters acquired by the United States through cession 
of the Danish West Indian Islands by the convention between the 
United States of America and His Majesty the King of Denmark 
entered into August 4, 1916, and ratified by the Senate on September 
7, 1916 (39 Stat. 1706). The Virgin Islands as above described are 
hereby declared an unincorporated territory of the United States of 
America. 

(b) The government of the Virgin Islands shall have the powers set 
forth in this Act and shall have the right to sue by such name and in 
cases arising out of contract, to be sued: Provided, That no tort action 
shall be brought against the government of the Virgin Islands or 
against any officer or employee thereof in his official capacity without 
the consent of the legislature constituted by this Act. 

The capital and seat of government of the Virgin Islands shall be 
located at the city of Charlotte Amalie, in the island of Saint Thomas. 
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BILL OF RIGHTS 


Src. 3. No law shall be enacted in the Virgin Islands which shall 
deprive any person of life, liberty, or property without due process 
of law or deny to any person therein equal protection of the laws. 

In all criminal prosecutions the accused shall enjoy the right to be 
represented by counsel for his defense, to te informed of the nature 
and eause of the accusation, to have a copy thereof, to have a speedv 
and public trial, to be confronted with the witnesses against him, and 
to have compulsory process for obtaining witnesses in his favor. 

No person shall be held to answer for a criminal offense without due 
process of law, and no pefson for the same offense shall be twice put in 
jeopardy of punishment, nor shall be compelled in any criminal cause 
to give evidence against himself; nor shall any person sit as judge or 
magistrate in any case in which he has been engaged as attorney or 
prosecutor. 

All persons shall be bailable by sufficient sureties in the case of 
criminal offenses, except for first-degree murder or any capital offense 
when the proof is evident or the presumption great. 

Excessive bail shall not be required, nor excessive fines imposed, nor 
cruel and unusual punishment inflicted. 

No law impairing the obligation of contracts shal! be enacted. 

No person shall be imprisoned or shall suffer forced labor for debt. 

All persons shall have the privilege of the writ of habeas corpus and 
the same shall not be suspended except as herein expressly provided. 

No ex post facto law or bill of attainder shall be enacted. 

Private property shall not be taken for public use except upon 
payment of just compensation ascertained in the manner provided 

y law. 

The right to be secure against unreasonable searches and seizures 
shall not be violated. 

No warrant for arrest or search shall issue, but upon probable cause, 
supported by oath or affirmation, and particularly describing the 
place to be searched and the persons or things to be seized. 

Slavery shall not exist in the Virgin Islands. 

Involuntary servitude, except as a punishment for crime whereof 
the party shall have been duly convicted by a court of law, shall not 
exist in the Virgin Islands. 

No law shall be passed abridging the freedom of speech or of the 
press or the right of the people peaceably to assembly and petition the 
government for the redress of grievances. 

No law shall be made respecting an establishment of religion or pro- 
hibiting the free exercise thereof. 

No person who advocates, or who aids or belongs to any party, 
organization, or association which advocates, the overthrow by force 
or violence of the government of the Virgin Islands or of the United 
States shall be qualified to hold any office of trust or profit under the 
government of the Virgin Islands. 

No money shall be paid out of the Virgin Islands treasury except in 
accordance with an Act of Congress or money bill of the legislature 
and on warrant drawn by the proper officer. 

The contracting of polygamous or plural marriages is prohibited. 

The employment of children under the age of sixteen years in any 
occupation injurious to health or morals or hazardous to life or limb is 
prohibited. 


90015°—57 H. Rept., 84-2, vol. 4-92 
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Nothing contained in this Act shall be construed to limit the power 
of the legislature herein provided to enact laws for the protection of 
life, the public health, or the public safety. 

No political or religious test other than an oath to support the Con- 
stitution and the laws of the United States applicable to the Virgin 
Islands, and the laws of the Virgin Islands, shall be required as a quali- 
fication to any office or public trust under the Government of the Virgin 
Islands. 

FRANCHISE 


Src. 4. The franchise shall be vested in residents of the Virgin 
Islands who are citizens of the United States, twenty-one years of 
age or over. Additional qualifications may be prescribed by the 
legislature: Provided, however, That no property, language, or income 
qualification shall ever be imposed upon or required of any voter, 
nor shall any discrimination in qualification be made or based upon 
difference in race, color, sex, or religious belief. 


LEGISLATIVE BRANCH 


Sec. 5. (a) The legislative power and authority of the Virgin 
Islands shall be vested in a legislature, consisting of one house, to 
be designated the “Legislature of the Virgin Islands’, herein referred 
to as the legislature. 

(b) The legislature shall be composed of eleven members to be 
known as senators. The Virgin Islands shall be divided into three 
legislative districts, as follows: The District of Saint Thomas, com- 
prising Saint Thomas, Hassel, Water, Savana, Inner Brass, Outer 
Brass, Hans Lollik, Little Hans Lollik, Great Saint James, Little 
Saint James, and Capella Islands, Thatch Cay and adjacent islets and 
Syke the District of Saint Croix, comprising Saint Croix and Buck 
Islands and adjacent islets and cays; and the Distirct of Saint John, 
comprising Saint John and Flanagan Islands, Grass, Mingo, Lovango, 
and Congo cays and adjacent islets and cays. Two senators shall be 
elected by the qualified electors of the District of Saint Thomas; two 
senators shall be elected by the qualified electors of the District of 
Saint Croix; and one senator shall be elected by the qualified electors 
of the District of Saint John. The other six senators shall be senators 
at large and shall be elected by the qualified electors of the Virgin 
Islands from the Virgin Islands as a whole: Provided, That in the 
election of senators at large, each elector shall be entitled to vote for 
two candidates, and the candidates receiving the largest number of 
votes shall be declared elected up to the number to be elected at that 
election. The order of names upon the ballot for each office shall be 
determined by lot among the candidates: Provided, That the Govern- 
ment Secretary or his designee is authorized to draw for a candidate 
who does not appear in person, or by authorized representative, at 
the drawing of lots. 

Sec. 6. (a) The term of office of each member of the legislature shall 
be two years. The term of office of each member shall commence on 
the second Monday in April following his election: Provided, however 
That the term of office of each member elected in November 1954 shall 
commence on the second Monday in January 1955 and shall continue 
until the second Monday in April 1957. 
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(b) No person shall be eligible to be a member of the legislature 
who is not a citizen of the United States, who has not attained the 
age of twenty-five years, who is not a qualified voter in the Virgin 
Islands, who has not been a bona fide resident of the Virgin Islands 
for at least three years next preceding the date of his election, or who 
has been convicted of a felony or of a crime involving moral turpitude 
and has not received a pardon restoring his civil rights. Federal 
employees and persons employed in the legislative, executive or 
judicial branches of the government of the Virgin Islands shall not be 
eligible for membership in the legislature. 

(c) All officers and employees charged with the duty of directing 
the administration of the electoral system of the Virgin Islands and its 
representative districts shall be appointed in such manner as the 
legislature may by law direct. 

(d) No member of the legislature shall be held to answer before any 
tribunal other than the legislature for any speech or debate in the 
legislature and the members shall in all cases, except treason, felony, 
or breach of the peace, be privileged from arrest during their attend- 
ance at the sessions of the legislature and in going to and returning 
from the same. 

(e) Each member of the legislature shall be paid the sum of $600 
annually, one-third on the second Monday in April, one-third on the 
second Monday in May, and one-third at the close of the regular 
session: Provided, however, That each member of the legislature shall 
be paid for the regular session commencing on the second Monday in 
January 1955, the sum of $600 annually, one-third on the second 
Monday in January, one-third on the second Monday in February, 
and one-third at the close of that session. Each member of the legis- 
lature who is away from the island of his residence shall also receive 
the sum of $10 per day for each day’s attendance while the legislature 
is actually in session, in lieu of his expenses for subsistence, and shall 
be reimbursed for his actual travel expenses in going to and returning 
from each session, or period thereof, for not to exceed a total of eight 
round trips during any calendar year. The salaries, per diem, and 
travel allowances of the members of the legislature shall be paid by 
the Government of the United States. 

(f) No member of the legislature shall hold or be appointed to any 
office which has been created by the legislature, or the salary or emolu- 
ments of which have been increased, while he was a member, during 
the term for which he was elected, or during one year after the 
expiration of such term. 

(g) The legislature shall be the sold judge of the elections and 
dijghfications of its members, shall have and exercise all the authority 
and attributes, inherent in legislative assemblies, and shall have the 
power to institute and conduct investigations, issue subpena to wit- 
nesses and other parties concerned, and administer oaths. The rules of 
the Legislative Assembly of the Virgin Islands existing on the date of 
approval of this Act shall continue in force and effect for sessions of 
the legislature, except as inconsistent with this Act, until altered, 
pests ey or repealed by the legislature. 

(h) The Governor of the Virgin Islands shall fill any vacancy in 
the office of a member of the ieginarars by appointment. If the vacant 


office is that of a senator from a district, the person appointed shall 
be a resident of the district from which the member whose office is 
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vacant was elected. If the vacant office is that of a senator at large 
the person appointed may be a resident of any part of the Virgin 
Islands. In any case, the person appointed shall serve for the remain- 
der of the unexpired term. 

Sec. 7. (a) Regular sessions of the legislature shall be held annu- 
ally, commencing on the second Monday in April, and shall continue 
in regular session for not more than sixty consecutive calendar days 
in any calendar year: Provided, however, That the annual session for 
1955 shall commence on the second Monday in January 1955, and shall 
continue in regular session for not more than sixty consecutive calendar 
days. The Governor may call special sessions of the legislature at 
any time when in his opinion the public interests may require it, but no 
special session shall continue longer than fifteen calendar days, and 
the aggregate of such special sessions during any calendar year shall 
not exceed thirty calendar days. No legislation shall be considered at 
any special session other than that specified in the call therefor or in 
any special message by the Governor to the legislature while in such 
session. 

(b) Sessions of the legislature shall be held in the capital of the 
Virgin Islands at Charlotte Amalie, Saint Thomas. 

Sec. 8. (a) The legislative authority and power of the Virgin 
Islands shall extend to all subjects of local application not inconsistent 
with this Act or the laws of the United States made applicable to the 
Virgin Islands, but no law shall be enacted which would impair rights 
existing or arising by virtue of any treaty or international agreement 
entered into by the United States, nor shall the lands or other property 
of nonresidents be taxed at a higher rate than the lands or other 
property of residents. 

(b) The legislature of the government of the Virgin Islands may 
cause to be issued on behalf of said government bonds or other obliga- 
tions for a specific public improvement or specific public undertakin 
authorized by an act of the legislature, which bonds or obligations shall 
be payable solely from the revenues directly derived from and attrib- 
atabls to such specific public improvement or public undertaking. 
The total amount of such revenue bonds which may be issued and out- 
standing for all such improvements or undertakings at any one time 
shall not be in excess of $10,000,000. Bonds issued pursuant to this 
subsection may bear such date or dates, may be in such denominations, 
may mature in such amounts and at such time or times, not exceeding 
thirty years from the date thereof, may be payable at such place or 
places, may carry such registration privileges as to either principal and 
interest, or principal only, and may be executed by such officers and in 
such manner as shall be prescribed by the government of the Virgin 
Islands. Said bonds shall be sold at public sale and shall be redeem- 
able after five years without premium. In case any of the officers 
whose signatures appear on the bonds or coupons shall cease to be 
such officers before delivery of such bonds, such signature, whether 
manual or facsimile shall, nevertheless, be valid and sufficient for all 
purposes, the same as if such officers had remained in office until such 
delivery. The bonds so issued shall bear interest at a rate not to exceed 
5 per centum per annum, payable semiannually. All such bonds 
shall be sold for not less than the principal amount thereof plus accrued 
interest. All such bonds Seated by the government of the Virgin 


Islands or by its authority shall be exempt as to principal and interest 
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from taxation by the Government of the United States, or by the 
government of the Virgin Islands, or by any State, Territory, or pos- 
session or by an political subdivision of any State, Territory or 
possession, or by the District of Columbia. Such bonds shall under no 
circumstances constitute a general obligation of the Virgin Islands 
or of the United States. The legislature shall have no power to 
incur any indebtedness which may be a general obligation of said 
government. 

(c) The laws of the United States applicable to the Virgin Islands 
on the date of approval of this Act, including laws made applicable to 
the Virgin Islands by or pursuant to the provisions of the Act of 
June 22, 1936 (49 Stat. 1807), and all local laws and ordinances in 
force in the Virgin Islands, or any part thereof, on the date of approval 
of this Act shall, to the extent they are not inconsistent with this Act, 
continue in force and effect until otherwise provided by the Congress: 
Provided, That the legislature shall have power, when within its 
jurisdiction and not inconsistent with the other provisions of this Act, 
to amend, alter, modify, or repeal any local law or ordinance, public 
or private, civil or criminal, continued in force and effect by this Act, 
except as herein otherwise provided, and to enact new laws not incon- 
sistent with any law of the United States applicable to the Virgin 
Islands, subject to the power of Congress to annul any such Act of the 
legislature. 

(d) The President of the United States shall appoint a commission 
of seven persons, at least three of whom shall be residents of the 
Virgin Islands, to survey the field of Federal statutes and to make 
recommendations to the Congress within twelve months after the date 
of approval of this Act as to which statutes of the United States not 
applicable to the Virgin Islands on such date should be made appli- 
cable to the Virgin Islands, and as to which statutes of the United 
States applicable to the Virgin Islands on such date should be declared 
inapplicable. The members of the commission shall receive no salary 
for their service on the commission, but under regulations and in 
amounts prescribed by the Secretary of the Interior, they may be paid, 
out of Federal funds, reasonable per diem fees, and allowances in 
lieu of subsistence expenses, for attendance at meetings of the com- 
mission, and for time spent on official business of the commission, 
and their necessary travel expenses to and from meetings or when 
upon such official business, without regard to the Travel Expense 
Act of 1949. 

(e) The Secretary of the Interior shall arrange for the preparation, 
at Federal expense, of a code of laws of the Virgin Islands, to be 
entitled the ‘Virgin Islands Code’’, which shall be a consolidation, 
codification and revision of the local laws and ordinances in force in 
the Virgin Islands. When prepared, the Governor shall submit it, 
together with his recommendations, to the legislature for enactment. 
Upon the enactment of the Virgin Islands Code it and any supple- 
ments to it shall be printed, at Federal expense, by the Government 
Printing Office as a public document. 

Sec. 9. (a) The quorum of the legislature shall consist of seven of 
its members. No bill shall become a law unless it shall have been 
passed at a meeting, at which a quorum was present, by the affirmative 
vote of a majority of the members present and voting, which vote 
shall be by yeas and nays. 
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(b) The enacting clause of all acts shall be as follows: ‘Be it en- 
acted by the Legislature of the Virgin Islands’”’. 

(d) Every bill passed by the legislature shall, before it becomes a 
law, be presented to the Governor. If the Governor approves the 
bill, he shall sign it. If the Governor disapproves the bill, he shall, 
except as hereinafter provided, return it, with his objections, to the 
legislature within ten days (Sundays excepted) after it shall have been 
presented to him. If the Governor does not return the bill within 
such period, it shall be a law in like manner as if he had signed it, 
unless the legislature by adjournment prevents its return, in which 
case it shall be a law if signed by the Governor within thirty days after 
it shall have been presented to him; otherwise it shall not be a law. 
When a bill is returned by the Governor to the legislature with his 
objections, the legislature shall enter his objections at large on its 
journal and proceed to reconsider the bill. If, after such reconsidera- 
tions, two-thirds of all the members of the legislature agree to pass the 
bill, it shall be presented anew to the Governor. If he then approves 
it, he shall sign it; if not, he shall within ten days after it has been 
presented to him transmit it to the President of the United States. If 
the President approves the bill, he shall sign it. If he disapproves 
the bill, he shall return it to the Governor, so stating, and it shall not 
be a law. If the President neither approves nor disapproves the bill 
within ninety days from the date on which it is transmitted to him by 
the Governor, the bill shall be a law in like manner as if the President 
had signed it. If any bill presented to the Governor contains several 
items of appropriation of money, he may object to one or more of such 
items, or any part or parts, portion of portions thereof, while approv- 
ing the other items, parts, or portions of the bill. In such a case he 
shall append to the bill, at the time of signing it, a statement of the 
items, or parts or portions thereof, to which he objects, and the items 
or parts or portions thereof, so objected to shall not take effect. 

(e) If at the termination of any seal year the legislature shall have 
failed to pass appropriation bills providing for payment of the obliga- 
tions and necessary current expenses of the government of the Virgin 
Islands for the ensuing fiscal year, then the several sums appropriated 
in the last appropriation bills for the objects and purposes therein 
specified, so far as the same may be applicable, shall be deemed to be 
reappropriated item by item. 

(f) The legislature shall keep a journal of its proceedings and 
publish the same. Every bill passed by the legislature and the yeas 
and nays on any question shall be entered on the journal. 

(g) Copies of all laws enacted by the legislature shall be transmitted 
within fifteen days of their enactment by the Governor to the Secretary 
ot the Interior and by him annually to the Congress of the United 

tates. 

Src. 10. The next general election in the Virgin Islands shall be held 
on November 2, 1954. At such time there shall be chosen the entire 
membership of the legislature as herein provided. Thereafter the 
Comm elections shall be held on the first Tuesday after the first 

fonday in November, beginning with the year 1956, and every two 
ears thereafter. The Municipal Council of Saint Thomas and Saint 
Jolin. and the Municipal Council of Saint Croix, existing on the date 
of approval of this Act, shall continue to function pop; g talent 10, 


1955, at which time all of the functions, property, personnel, records, 
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and unexpended balances of appropriations and funds of the govern- 
ments of the municipality of Saint Thomas and Saint John and the 
municipality of Saint Croix shall be transferred to the government of 
the Virgin Islands. 


EXECUTIVE BRANCH 


Sec. 11. The executive power of the Virgin Islands shall be vested 
in an executive officer whose official title shall be the “Governor of 
the Virgin Islands’’, and shall be exercised under the supervision of 
the Secretary of the Interior. The Governor of the Virgin Islands 
shall be appointed by the President, by and with the advice and con- 
sent of the Senate, and shall hold office at the pleasure of the President 
and until his successor is chosen and qualified. The Governor shall 
maintain his official residence in the Government House on Saint 
Thomas during his official incumbency, free of rent, and while in 
Saint Croix may reside in Government House on Saint Croix free of 
rent. He shall have general supervision and control of all the depart- 
ments, bureaus, agencies, and other instrumentalities of the executive 
branch of the government of the Virgin Islands. He may grant par- 
dons and reprieves and remit fines and forfeitures for offenses against 
the local laws, and may grant respites for all offenses against the laws 
of the United States applicable in the Virgin Islands until the decision 
of the President can be ascertained. He may veto any legislation as 
provided in this Act. He shall appoint all officers and employees of 
the executive branch of the government of the Virgin Islands, except 
as otherwise provided in this or any other Act of Congress, and shall 
commission all officers that he may be authorized to appoint. He 
shall be responsible for the faithful execution of the laws of the Virgin 
Islands and the laws of the United States applicable in the Virgin 
Islands. Whenever it becomes necessary he may call upon the com- 
manders of the military and naval forces of the United States in the 
islands, or summon the posse comitatus, or call out the militia, to 
sagem or suppress violence, invasion, insurrection, or rebellion; and 
ie may, in case of rebellion or invasion, or imminent danger thereof, 
when the public safety requires it, suspended the privilege of the writ 
of habeas corpus, or place the islands, or any part thereof, under 
martial law, until communication can be had with the President and 
the President’s decision thereon made known. He shall annually, 
and at such other times as the President or the Congress may require, 
make official report of the transactions of the government of the Virgin 
Islands to the Secretary of the Interior, and his said annual report 
shall be transmitted to the Congress. He shal! perform such addi- 
tional duties and functions as may, in pursuance of law, be delegated 
to him by the President, or by the Secretary of the Interior. He shall 
have the power to issue executive regulations not in conflict with any 
applicable law. He may attend or may designate another person to 
represent him at the meetings of the legislature, may give expressions 
to his views on any matter before that body, and may recommend bills 
to the legislature. 

Src. 12. The President shall appoint a Government Secretary for 
the Virgin Islands. He shall have custody of the seal of the Virgin 
Islands and shall countersign and affix such seal to all executive 
proclamations and all other executive documents. He shall record 
and preserve the laws enacted by the legislature. He shall promulgate 
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all proclamations and orders of the Governor and all laws enacted by 
the legislature. He shall have such executive powers and perform 
such other duties as may be assigned to him by the Governor. 

Ssc. 13. The Governor may appoint an administrative assistant 
who shall reside in Saint Croix and an administrative assistant who 
shall reside in Saint John. These administrative assistants shall per- 
form such duties as may be assigned to them by the Governor, In 
making such appointments, preference shall be given to qualified 
residents of the Virgin Islands. 

Src. 14. In case of a vacancy in the office of Governor or the dis- 
ability or temporary absence of the Governor, the Government 
Secretary shall have all the powers of the Governor. 

Sec. 15. The Secretary of the Interior may from time to time 
designate the head of an executive department of the government of 
the Virgin Islands to act as Governor in the case of a vacancy in the 
offices, or the disability or temporary absence, of both the Governor 
and the Government Secretary, and the person so designated shall 
have all the powers of the Governor for so long as such condition 
continues. 

Src. 16. (a) The Governor shall, within one year after the date of 
approval of this Act, reorganize and consolidate the existing executive 
departments, bureaus, independent boards, agencies, authorities, com- 
missions, and other instrumentalities of the government of the Virgin 
Islands or of the municipal governments into not more than nine 
executive departments except for independent bodies whose existence 
may be required by Federal law for participation in Federal programs. 
The head of each executive department shall be designated as the 
Commissioner thereof, and the Commissioner of Finance shall be 
bonded. No other department, bureau, independent board, agency, 
authority, commission, or other instrumentality shall be created, 
organized, or established by the Governor or the legislature, without 
the prior approval of the Secretary of the Interior, unless required by 
Federal law for participation in Federal programs. 

(b) The Governor shall, from time to time, after complying with 
the provisions of subsection (a) of this section, examine the organ- 
ization of the executive branch of the government of the Virgin 
Islands, and shall make such changes therein, subject to the approval 
of the legislature, not inconsistent with this Act, as he determines are 
necessary to promote effective management and to execute faithfully 
the purposes of this Act and the laws of the Virgin Islands. 

(c) The heads of the executive departments created by this Act 
shall be appointed by the Governor, with the advice and consent of the 
legislature. Each shall hold office during the continuance in office 
of the Governor by whom he is appointed and until his successor is 
appointed and qualified, unless sooner removed by the Governor. 

ach shall have such powers and duties as may be prescribed by the 
legislature. 

Sec. 17. (a) The Secretary of the Interior shall appoint a govern- 
ment comptroller who shall receive a salary of not to exceed $12,500 
per annum. The government comptroller shall hold office for a term 
of ten years and until his successor is appointed and qualified unless 
sooner removed by the Secretary of the Interior for cause. The 
Government comptroller shall not be eligible for reappointment. 

(b) The government comptroller shall audit and settle all accounts 
and claims pertaining to the revenues and receipts from whatever 
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source of the government of the Virgin Islands and of funds derived 

from bond issues; and he shall audit and settle, in accordance with 

law and administrative regulations, all expenditures of funds and 

property pertaining to the government of the Virgin Islands including 
a to trust funds held by the government of the Virgin 
slands. 

(c) It shall be the duty of the government comptroller to bring to 
the attention of the proper administrative officer failures to collect 
amounts due the government, and expenditures of funds or property 
ibe in his opinion are extravagant, excessive, unnecessary, or 
irregular. 

(d) It shall be the duty of the government comptroller to certify to 
the Secretary of the Interior the net amount of government revenues 
which form the basis for Federal grants for the civil government of the 
Virgin Islands. 

(e) The decisions of the government comptroller shall be final 
except that appeal therefrom may be taken by the party aggrieved 
or the head of the department concerned within one year from the date 
of the decision, to the Governor, which appeal shall be in writing and 
shall specifically set forth the particular action of the government 
comptroller to which exception is taken with the reasons and the 
authorities relied upon for reversing such decision. 

(f) If the Governor confirms the decision of the government comp- 
troller, then relief may be sought by appeal to the legislature or suit 
in the District Court of the Virgin Islands if the claim is otherwise 
within its jurisdiction. 

(g) The government comptroller is authorized to communicate 
directly with any person having claims before him for settlement, or 
with any department officer or person having official relation with his 
office. He may summon witnesses and administer oaths. 

(h) As soon after the close of each fiscal year as the accounts of 
said fiscal year may be examined and dahated. the government comp- 
troller shall submit to the Governor of the Virgin Islands an annual 
report of the fiscal condition of the government, showing the receipts 
and disbursements of the various Jegurtments and agencies of the 
government, 

(i) The government comptroller shall make such other reports as 
may be required by the Governor of the Virgin Islands, the Comp- 
troller General of the United States, or the Secretary of the Interior. 

(j) The office of the government comptroller shall be under the 
general supervision of the Secretary of the Interior, but shall not be 
a part of any executive department in the government of the Virgin 
Islands. 

SYSTEM OF ACCOUNTS 


Sec. 18. The Governor shall establish and maintain systems of 
accounting and internal control designed to provide— 

(a) full disclosure of the financial results of the government’s 
activities; 

(b) adequate financial information needed for the government’s 
management purposes; 

(c) effective control over and accountability for all funds. 
property, and other assets for which the government is respon- 
sible, including appropriate internal audit; and 
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(d) reliable accounting results to serve as the basis for prepa- 
ration and support of the government’s request for the approval 
of the President or his designated representative for the obliga- 
tion and expenditure of the internal revenue collections as pro- 
vided in section 26, the Governor’s budget request to the legis- 
lature, and for controlling the execution of the said budget. 

Src. 19. The office and activities of the Government Comptroller 
of the Virgin Islands shall be subject to review annually by the 
Comptroller General of the United States, and report thereon shall be 
made by him to the Governor, the Secretary of the Interior, and to 
the Congress. 

Src. 20. (a) The Governor shall receive an annual salary at the rate 

rovided for Governors of Territories and possessions in the Executive 
Pay Act of 1949. 

(b) The Government Secretary, the heads of the executive depart- 
ments, and the members of the immediate staffs of the Governor and 
the Government Secretary, shall receive annual salaries at rates estab- 
lished by the Secretary of the Interior in accordance with the standards 
provided in the Classification Act of 1949. 

(c) The salaries of the Governor, the Government Secretary, and the 
members of their immediate staffs shall be paid by the United States. 
The salaries of the government comptroller and the heads of the 
executive departments shall be paid by the government of the Virgin 
Islands; and if the legislature shall fail to make an appropriation for 
such salaries, the salaries theretofore fixed shall be paid without the 
necessity of further appropriations therefor. 


JUDICIAL BRANCH 


Src. 21. The judicial power of the Virgin Islands shall be vested in 
a court of record to be designated the “District Court of the Virgin 
Islands’’, and in such court or courts of inferior jurisdiction as may 
have been or may hereafter be established by local law. 

Sec. 22. The District Court of the Virgin Islands shall have the 
jurisdiction of a district court of the United States in all causes arising 
under the Constitution, treaties and laws of the United States, regard- 
less of the sum or value of the matter in controversy. It shall have 
general original jurisdiction in all other causes in the Virgin Islands, 
exclusive jurisdiction over which is not conferred by this Act upon the 
inferior courts of the Virgin Islands. When it is in the interest of 
justice to do so the district court may on motion of any party transfer 
to the district court any action or proceeding brought in an inferior 
court and the district court shall have jurisdiction to hear and deter- 
mine such action or proceeding. The district court shall also have 
appellate jurisdiction to review the judgments and orders of the 
inferior courts of the Virgin Islands to the extent now or hereafter 
prescribed by local law. 

Src. 23. The inferior courts now or hereafter established by local 
law shall have exclusive original jurisdiction of all civil actions 
wherein the matter in controversy does not exceed the sum or value of 
$500, exclusive of interest and costs, all criminal cases wherein the 
maximum punishment which may be imposed does not exceed a fine of 
$100 or imprisonment for six months, or both, and all violations of 
police and executive regulations, and they shall have original juris- 
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diction, concurrently with the district court, of all actions, civil or 
criminal, jurisdiction of which may hereafter be conferred upon them 
by local law. Any action or proceeding brought in the district court 
which is within the jurisdiction of an inferior court may be transferred 
to such inferior court by the district court in the interest of justice. 
The inferior courts shall. hold preliminary investigations in charges of 
felony and charges of misdemeanor in which the punishment that may 
be imposed is beyond the jurisdiction granted to the inferior courts by 
this section, and shall commit offenders to the district court and grant 
bail in bailable cases. The rules governing the practice and procedure 
of the inferior courts and prescribing the duties of the judges and 
officers thereof, oaths and bonds, the times and places of holding court, 
and the procedure for appeals to the district court shall be as may 
hereafter be established by the district court. The rules governing 
disposition of fines, costs and forfeitures, enforcement of judgments 
ink disposition and treatment of prisoners shall be as established by 
law or ordinance in force on the date of approval of this Act or as may 
hereafter be so established. 

Sec. 24. The President shall, by and with the advice and consent 
of the Senate, appoint a judge for the District Court of the Virgin 
Islands, who shall hold office for the term of eight years and until his 
successor is chosen and qualified, unless sooner removed by the Presi- 
dent for cause. The salary of the judge of the district court shall 
be at the rate prescribed for judges of the United States district courts. 
Whenever it is made to appear that such an assignment is necessary 
for the proper dispatch of the business of the District Court the Chief 
Judge of the Third Judicial Circuit of the United States may assign 
a circuit or district judge of the Third Circuit, or the Chief Justice 
of the United States may assign any other United States circuit or 
district judge with the consent of the judge so assigned and of the 
chief ‘ules of his circuit, to serve temporarily as a judge of the Dis- 
trict Court of the Virgin Islands. The compensation of the judge 
of the district court and the administrative expenses of the court shall 
be paid from appropriations made for the judiciary of the United 
States. [The Attorney General shall, as heretofore, appoint a marshal 
and one deputy marshal for the Virgin Islands to whose office the hs 
visions of chapter 33 of title 28, Gnited States Code, shall apply.] 
The Attorney General shall appoint a United States marshal for the Virgin 
Islands, to whose office the provisions of chapter 33 of title 28, United 
States Code, shall apply. 

Sec. 25. The Virgin Islands consists of two judicial divisions; the 
Division of Saint Croix, comprising the island of Saint Croix and 
adjacent islands and cays and the Division of Saint Thomas and Saint 
John, comprising the islands of Saint Thomas and Saint John and 
adjacent islands and cays. The district court shall hold sessions in 
each division at such time as the court may designate by rule or order, 
at least once in three months in each division. The rules of practice 
and procedure heretofore or hereafter promulgated and made effective 
by the Supreme Court of the United States pursuant to section 2072 of 
title 28, United States Code, in civil cases, section 2073 of title 28, 


United States Code, in admiralty cases, and section 30 of the Bank- 
ruptcy Act in bankruptcy cases, shall apply to the District Court of 
the Virgin Islands and to appeals therefrom. All offenses shall con- 
tinue to be prosecuted in the District Court by information as hereto- 
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fore except such as may be required by local law to be prosecuted by 
indictment by grand jury. 

Sec. 26. En any criminal case originating in the district court, no 
person shall be denied the right to trial by jury on the demand of either 
party.] All criminal cases originating in the district court shall be 
tried by jury upon demand by the defendant or by the Government. If 
no jury is demanded the case shall be tried by the judge of the district 
court without a jury, except that the judge may, on his own motion, 
order a jury for the trial of any criminal action. The legislature may 
provide for trial in misdemeanor cases by a jury of six qualified 
persons. 

Sec. 27. The President shall, by and with the advice and consent of 
the Senate, appoint a United States attorney for the Virgin Islands, 
who shall hold office for the term of four years and until his successor 
is chosen and qualified, unless sooner removed by the President for 
cause. The United States attorney, by himself or the assistant United 
States attorney, shall conduct all legal proceedings, civil and criminal, 
to which the Government of the United States or the government of the 
Virgin Islands is a party in the District Court of the Virgin Islands 
and in the inferior courts of the Virgin Islands. Offenses against 
the laws of the Virgin Islands shall be prosecuted in the name of the 
government of the Virgin Islands. The United States attorney shall 
perform his duties under the supervision and direction of the Attorney 
General of the United States. The Attorney General may appoint one 
assistant United States attorney. The Attorney General may author- 
ize the employment of necessary clerical assistants. The compensa- 
tion of the [district attorney] United States attorney and his assistant 
and employees shall be fixed by the Attorney General and their salaries 
and the other necessary expenses of the office shall be paid from 
appropriations made to the Department of Justice. In the case of a 
vacancy in the office of the [district attorney] United States attorney, 
the District Court of the Virgin Islands may appoint a [district 
attorney] Uniied States attorney to serve until the vacancy is filled. 
The order of appointment by the court shall be filed with the clerk of 
the court. 

FISCAL PROVISIONS 


Sec. 28. (a) The proceeds of customs duties, the proceeds of the 
United States income tax, the proceeds of any taxes levied by the Con- 
gress on the inhabitants of the Virgin Islands, and the proceeds of all 
quarantine, ye pun immigration, and naturalization fees collected 

ar 


in the Virgin Islands, less the cost of collecting all of said duties, 
taxes, and fees, shall be covered into the treasury of the Virgin Islands, 
and shall be available for expenditure as the Legislature of the Virgin 
Islands may provide: Provided, That the term “inhabitants of the 
Virgin Islands” as used in this section shall include all persons whose 
permanent residence is in the Virgin Islands, and ‘such persons shall 
satisfy their income tax obligations under applicable taxing statutes of 
the United States by paying their tax on income derived from all 
sources both within and outside the Virgin Islands into the treasury of 
the Virgin Islands; Provided further, That nothing in this Act shall 
be construed to apply to any tax specified in section 3811 of the 
Internal Revenue reas 

(b) Subchapter B of chapter 28 of the Internal Revenue Code is 
amended by adding to section 3350 thereof the following subsection: 
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“(c) Disposition oF INTERNAL Revenue CoLuections.—Begin- 
ning with the fiscal year ending June 30, 1954, and annually thereafter, 
the Secretary of the Treasury shall determine the amount of all taxes 
imposed by, and collected during the fiscal year under, the internal 
revenue laws of the United States on articles produced in the Virgin 
Islands and transported to the United States. The amount so deter- 
mined less 1 per centum and less the estimated amount of refunds or 
credits shall be subject to disposition as follows: 

(i) There shall be transferred and paid over to the government of 
the Virgin Islands from the amounts so determined a sum equal to 
the total amount of the revenue collected by the government of the 
Virgin Islands during the fiscal year, as certified by the Government 
Comptroller of the Virgin Islands. The moneys so transferred and 
paid over shall constitute a separate fund in the treasury of the 
Virgin Islands and may be expended as the legislature may determine: 
Provided, that the approval of the President or his designated repre- 
sentative shall be obtained before such moneys may be obligated or 
expended. 

“(ii) There shall also be transferred and paid over to the govern- 
ment of the Virgin Islands during each of the fiscal years ending June 
30, 1955, and June 30, 1956, the sum of $1,000,000, or the balance of 
the internal revenue collections available under this subsection (c) 
after payments are made under the preceding paragraph (i), whichever 
amount is greater. The moneys so transferred and paid over shall be 
deposited in the separate fund established by the preceding paragraph 
(i), but shall be obligated or expended for emergency purposes and 
essential public projects only, with the prior approval of the President 
or his designated representative. 

“(ii) Any amounts remaining shall be deposited in the Treasury 
of the United States as miscellaneous receipts. 

“Tf at the end of any fiscal year the total of the Federal contribution 
made under (i) above at the beginning of that fiscal year has not been 
obligated or expended for an approved purpose, the balance shall 
continue available for expenditure during any succeeding fiscal year, 
but only for approved emergency relief purposes and essential public 
projects as provided in (ii) Above: The aggregate amount of moneys 
available for expenditure for emergency relief purposes and essential 
public projects only, including payments under (ii) above, shall not 
exceed the sum of $5,000,000 at the end of any fiscal year. Any unobli- 
gated or unexpended balance of the Federal contribution remaining 
at the end of a fiscal year which would cause the moneys available for 
emergency relief purposes and essential public projects only to exceed 
the sum of $5,000,000 shall thereupon be transferred and paid over to 
the Treasury of the United States as miscellaneous receipts.” 

(c) Section 42 of the Trade Mark Act of 1946 (60 Stat. 440, 15 
U.S. C., 1952 edition, sec. 1124), and section 526 of the Tariff Act of 
1930 (46 Stat. 741, 19 U.S. C., 1952 edition, sec. 1526), shall not apply 
to importations into the Virgin Islands of genuine foreign merchandise 
bearing a genuine foreign trade-mark, but shall remain applicable to 
importations of such merchandise from the Virgin Islands into the 
United States or its possessions; and the dealing in or possession of 
any such merchandise in the Virgin Islands shall not constitute a 
violation of any registrant’s right under said Trade Mark Act. 








eae ee 














24 AMEND REVISED ORGANIC ACT OF VIRGIN ISLANDS 


(d) There shall be levied, collected, and paid upon all articles com- 
ing into the United States or its possessions from the Virgin Islands 
the rates of duty which are required to be levied, collected, and paid 
upon like articles imported from foreign countries, and the internal 
revenue taxes imposed by section 3350 of title 26, United States Code: 
Provided, That all articles, the growth or product of, or manufactured 
in, such islands, from materials grown or produced in such islands or 
in the United States, or both, or which do not contain foreign materials 
to the value of more than 50 per centum of their total value, upon 
which no drawback of custom duties has been allowed therein, coming 
into the United States from such islands shall be admitted free of 
duty. In determining whether such a Virgin Islands article contains 
foreign material to the value of more than 50 per centum, no material 
shall be considered foreign which, at the time the Virgin Islands 
article is entered, or withdrawn from warehouse, for consumption, may 
be imported into the continental United States free of duty generally. 


MISCELLANEOUS PROVISIONS 


Sec. 29. All officials of the government of the Virgin Islands shall be 
citizens of the United States. Every member of the Legislature of the 
Virgin Islands and all officers and employees of the government of the 
Virgin Islands shall before entering upon the duties of their respective 
offices, or, in the case of persons in the employ of the government ot the 
Virgin Islands on the effective date of this Act, then within sixty days 
* the effective date thereof, make a written statement in the following 
orm: 

gy SRE SPR Sa , do solemnly swear (or affirm) that I will sup- 
port, obey, and defend the Constitution and laws of the United States 
applicable to the Virgin Islands and the laws of the Virgin Islands, and 
that I will discharge the duties of -........-.----- with fidelity. 

“And I do further swear (or affirm) that I do not advocate, nor am I 
knowingly a member of any organization that advocates, the overthrow 
of the Polaonansa of the United States or of the Virgin Islands by 
force or violence or other unconstitutional means, or seeking by force 
or violence to deny other persons their rights under the Constitution 
and laws of the United States applicable to the Virgin Islands or the 
laws of the Virgin Islands. 

“And I do further swear (or affirm) that I will not so advocate nor 
will I knowingly become a member of such organization during the 
period that I am an employee of the Virgin Islands.” 

Sec. 30. All reports required by law to be made by the Governor to 
any Official of the United States shall hereafter be made to the Secretary 
of the Interior, and the President is hereby authorized to place all 
matters pertaining to the government of the Virgin Islands under the 
jurisdiction of the Secretary of the Interior, except matters relating to 
the judicial branch of said government which on the date of approval 
of this Act are under the supervision of the Director of the Adminis- 
trative Office of the United States Courts, and the matters relating to 
the United States Attorney and the United States Marshal which on 
the date of approval of this Act are under the supervision of the 
Attorney General. 

Src. 31. (a) The Secretary of the Interior shall be authorized to 
lease or to sell upon such terms as he may deem advantageous to the 
Government of the United States any property of the United States 
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under his administrative supervision in the Virgin Islands not needed 
for a purposes. 

(b) The government of the Virgin Islands shall continue to have 
control over all public property that is under its control on the date of 
— of this Act. 

Ec. 32. Section 6 of the Act of August 30, 1890 (26 Stat. 414, 416), 
as amended (21 U.S. C., 1946 edition, sec. 104) is further amended by 
inserting the words “and the admission into the Virgin Islands” imme- 
— following the word ‘“Texas’’, so that such section will read as 
ollows: 

“The importation of cattle, sheep, and other ruminants, and swine, 
which are diseased or infected with any disease, or which shall have 
been exposed to such infection within sixty days next before their 
exportation, is prohibited: Provided, That the Secretary of Agricul- 
ture, within his discretion and under such regulations as he may pre- 
scribe, is authorized to permit the admission from Mexico into the 
State of Texas and the admission into the Virgin Islands of cattle 
which have been infested with or exposed to ticks upon being freed 
therefrom. Any person who shall knowlingly violate the foregoing 
provision shall be deemed guilty of a misdemeanor and shall, on con- 
viction, be punished by a fine not exceeding $5,000, or by imprisonment 
not exceeding three years, and any vessel or vehicle used in such unlaw- 
ful importation within the knowledge of the master or owner of such 
vessel or vehicle that such importation is diseased or has been exposed 
to infection as herein described, shall be forfeited to the United 
States.” 

Sec. 33. Section 2 of the Act of February 2, 1903 (32 Stat. 791, 792), 
as amended (21 U. S. C., 1946 edition, sec. 111), is hereby further 
amended by striking out the period and adding at the end thereof the 
following: ‘‘: Provided, That no such regulations or measures shall 
pertain to the introduction of live poultry into the Virgin Islands of 
the United States.”’. 

Sec. 34. This Act shall take effect upon its approval, but until its 
provisions shall severally become operative as herein provided, the cor- 
responding legislative, executive, and judicial functions of the exist- 
ing government shall continue to be exercised as now provided by law 
or ordinance, and the incumbents of all offices under the government 
of the Virgin Islands shall continue in office until their successors are 
appointed and have qualified unless sooner removed by competent 
authority. The enactment of this Act shall not affect the term of office 
of the judge of the District Court of the Virgin Islands in office on 
the date of its enactment. 

Sec. 35. There are hereby authorized to be appropriated annually 
by the Congress of the United States such sums as may be necessary 
and appropriate to carry out the provisions and purposes of this Act. 

Sec. 36. If any clause, sentence, paragraph, or part of this Act, or 
the application thereof to any person, or circumstances, is held invalid, 
the application thereof to other persons, or circumstances, and the 
remainder of the Act, shall not be affected thereby. 

Sec. 87. The Organic Act of the Virgin Islands of the United States, 
approved June 22, 1936 (42 Stat. 1807), as amended, and all laws and 
parts of laws in conflict with this Act, except for the Act of January 28, 
1956 (70 Stat. 5), are hereby repealed. 
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PROVIDING FOR ADJUSTMENTS IN THE LANDS OR INTERESTS 
THEREIN ACQUIRED FOR THE BELTON RESERVOIR PROJECT, 
TEXAS, BY THE RECONVEYANCE OF CERTAIN LANDS OR INTER- 
ESTS THEREIN TO THE FORMER OWNERS THEREOF 





Juty 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R, 159} 


The Committee on Public Works, to whom was referred the bill 
(H. R. 159) to provide for the reconveyance of certain lands in the 
Belton Reservoir project, Texas, to former owners of such lands, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, strike out lines 3 through 6 and insert in lieu thereof the 
following: 


That (a) in order to provide for adjustments in the lands 
or interests in land heretofore acquired for the Belton Res- 
ervoir project, Texas, to conform such acquisition to a lesser 
estate in lands now being acquired to complete the real estate 
requirement of the project, the Secretary of the Army is 
authorized to reconvey any such land or interests in land 
heretofore acquired to the former owners of such land 
whenever 


Page 1, line 8, strike the word “public” and insert in lieu the word 
“project’’. 
Page 3, line 6, add the following new sentence: 
In addition, the cost of any surveys or boundary markings 


necessary as an incident of such reconveyance shall be borne 
by the grantee. 
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Page 4, line 1, strike out all of section 3 and insert in lieu thereof the 
following: 


Sec. 3. Any proceeds from reconveyances made under 
this Act shall be covered into the Treasury of the United 
States as miscellaneous receipts.” 


Amend the title so as to read: 


A bill to provide for adjustments in the lands or interests 
therein acquired for the Belton Reservoir project, Texas, by 
the reconveyance of certain Jands or interests therein to the 
former owners thereof. 


PURPOSE OF THE BILL 


The purpose ot H. R. 159 is to provide for adjustments in the lands 
or interests therein acquired for the Belton Reservoir project in 
Texas by the reconveyance of certain lands or interests therein to 
the former owners thereof. 


GENERAL STATEMENT 


The Department of the Army is acquiring approximately 33,000 
acres of land for the Belton Reservoir on ay pet River in Texas as 
authorized by the act of Congress approved July 24, 1946 (60 Stat. 
649). The acquisition of more than 17,000 acres through purchase 
transactions has been completed and, in addition, title to approxi- 
mately 11,000 acres has been vested in the United States through 
condemnation proceedings, some of which have not progressed to the 
determination of just compensation and the entry of final judgment. 

In order to restrict the land ownership requirements of reservoir 
projects to the minimum area essential to their construction, opera- 
tion, and maintenance, the Department of the Army has revised its 
land acquisition policy so as to place greater emphasis on the acquisi- 
tion of flowage easements instead of fee title, wherever feasible. 
The committee is advised that this policy is being applied in the 
acquisition of land for new projects and in the completion of land 
acquisition requirements for the Belton Reservoir. In addition, 
action is underway, in appropriate cs ses, to amend pending condemna- 
tion proceedings as authorized by the act of Comavers approved 
October 21, 1942 (56 Stat. 797) to provide for the taking of such lesser 
estate as will conform to the revised policy and will be compatible 
with project requirements. On the olkee hand, the Secretary of the 
Army does not have authority to adjust in a similar manner the acre- 
age or title interest in lands acquired either through purchase trans- 
— or condemnation scoctaiians in which final judgment has been 
entered. 

Enactment of H. R. 159 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyance to former 
owners of lands or interests therein, which the current development 
status of the project indicates may, be feasible. The proper exercise 
of this authority will serve to bring about the desired adjustments in 
a manner fair and reasonable, both to the owners of lands being 
acquired through condemnation agen and to owners of lands 
that have been acquired heretofore through purchase transactions 
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and at the same time preserve the objectives of the Federal Property 
the and Administrative Services Act of 1949, as amended, and the policies 
and procedures employed in its administration. 

The committee was informed that the Department of the Army has 
no objection to enactment of this legislation. The amendments to 
the bill were approved at the Department’s suggestion. The com- 
mittee recommends favorable action by the Congress, 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2706 





AUTHORIZING THE CONVEYANCE OF TRIBAL LANDS FROM THE 
SHOSHONE INDIAN TRIBE AND THE ARAPAHOE INDIAN TRIBE 
OF THE WIND RIVER RESERVATION IN WYOMING TO THE 
UNITED STATES 





Jury 12, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 10183) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 10183) to authorize the conveyance of tribal 
lands from the Shoshone Indian Tribe and the Arapahoe Indian Tribe 
of the Wind River Reservation in Wyoming to the United States, 
having considered the same, report favorably thereon with amendment 
and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That the Shoshone Indian Tribe and the Arapahoe Indian Tribe of the Wind 
River Reservation are authorized to convey to the United States the tribes’ inter- 
ests in the 388.23 acres of land that are described in section 2 of the Act, subject 
to a reservation to the tribes of all minerals, including oil and gas, and mineral 
rights, which may be exercised only in a manner that does not interfere with the 
construction and operation of the dam site and reservoir of Anchor Dam, a part 
of the Ow! Creek unit, Missouri River Basin project in Hot Springs County, near 
Thermopolis, Wyoming. The conveyance shall be for a price that is mutually 
agreeable to the tribes and to the Secretary of the Interior, based upon the fair 
market value of the land. The consideration payable to the tribes pursuant to 
this Act shall be paid out of funds appropriated for the Missouri River Basin 
project and shall be deposited in the Treasury of the United States to the credit 
and for the use of the respective tribes in accordance with the provisions of the 
Act er 19, 1947 (61 Stat. 102), as amended by the Act of August 30, 1951 (65 
stat. ). 

Sec. 2. The lands that are referred to in section 1 of this Act are: Lots 1 and 2, 
section 13, northwest quarter, north half southwest quarter, west half northeast 
quarter, and northwest quarter southeast quarter, section 24, township 8 north, 
range 1 west, Wind River meridian, Wyoming, containing 388.23 acres. 

Sec. 3. In the event of the failure or abandonment of the Anchor Dam feature 
of the Ow! Creek unit the interest in the land acquired pursuant to this Act shall 
be reconveyed by the Secretary of the Interior to the tribes and the title shall be 
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held in the same manner it was held before such acquisition: Provided, That the 
purchase price paid by the United States shall be returned by the tribes. 

Sec. 4. The portion of the construction costs of the Owl Creek unit that is 
allocable to the irrigable lands of the Shoshone and Arapahoe Tribes of the Wind 
River Reservation shall be a lien against such lands, but the assessment and col- 
lection of such costs shall be deferred in accordance with the provisions of the 
Act of July 1, 1932 (47 Stat. 564). The irrigable lands of the tribes shall be 
entitled to their pro rata share of the water stor and regulation benefits ac- 
cruing from the construction and operation of the Owl Creek unit upon payment 
by the tribes, under appropriate contract, of their pro rata share of the annual 
operation and maintenance costs of the Owl Creek unit. 

Sec. 5. The members of the Shoshone and Arapahoe Tribes shall be permitted 
to fish on the lake created by Anchor Dam, without a license, as if the lake were 
within the exterior boundaries of the Wind River Reservation, but the Indians 
shall be subject to all other provisions of applicable conservation laws and regula- 
tions. 

EXPLANATION OF THE BILL 


The purpose of H. R. 10183, as amended, introduced by Congress- 
man Thomson of Wyoming, is to authorize the conveyance of 388.23 
acres of tribal land from the Shoshone Indian Tribe and the Arapahoe 
— Tribe of the Wind River Reservation in Wyoming to the United 

tates. 

H. R. 10183, as introduced, was amended by the Committee on 
Interior and Insular Affairs following hearings at which testimony was 
heard from the representatives of the Department of the Interior, the 
author of the bill, and attorneys for the tribes. The bill in its amended 
form authorizes the Shoshone and Arapahoe Tribes of the Wind River 
Reservation to convey to the United States the tribes’ interest in the 
388.23 acres of land required for the dam site and reservoir of the 
Anchor Dam, which is a part of the Owl Creek unit, Missouri River 
Basin project, in Hot Springs County, near Thermopolis, Wyo. All 
minerals, including oil and gas, in the lands to be conveyed are reserved 
to the tribes. 

Section 1 also provides that the conveyance shall be based upon the 
fair market value of the land and shall be for a price that is mutually 
agreeable to the tribes and to the Secretary of the Interior. The 
consideration payable to the Indians pursuant to this Act shall be 
paid out of funds appropriated for the Missouri River Basin project 
and deposited in the Paderal Treasury to the credit and for the use of 
the respective tribes, in accordance with the act of May 19, 1947 (61 
Stat. 102) as amended by the act of August 30, 1951 (65 Stat. 208). 

The 388.23 acres of land to be conveyed pursuant to section 1 are 
described by location in section 2 of the bill. 

Section 3 provides that if the United States should fail to construct 
the Anchor Dam or should abandon the project, the interest in the 
land acquired by this legislation will be reconveyed to the tribes by 
the Secretary of the Interior, and the title will Se held in the same 
manner as it was held before its acquisition. It is provided that under 
the above circumstances the purchase price paid by the United States 
shall be returned by the tribes. 

Section 4 provides that the portion of the construction costs of the 
Owl Creek unit that is allocable to the irrigated lands of the Shoshone 
and Arapahoe Tribes of the Wind River Reservation (estimated to be 
$118,920) shall constitute a lien against such lands, with the under- 
standing that the assessment and collection of such costs shall be 
deferred in accordance with the Leavitt Act of July 1, 1932 (47 Stat. 
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564), so long as the lands remain in Indian ownership. It is also 
provided that the irrigable lands belonging to the tribes shall be 
entitled to their pro rata share of the water storage and regulation 
benefits that may accrue from the construction and operation of the 
Owl Creek unit. Since Anchor Dam is not part of an Indian irriga- 
tion project, legislation such as is provided in section 4 is needed to 
make the provisions of the Leavitt Act ager 

Section 5 permits the members of the Shoshone and Arapahoe 
Tribes to fish on the reservoir created by the Anchor Dam without a 
Wyoming fishing license, but subjects the Indians to all other provi- 
sions of State conservation laws and regulations. Both the Indians 
and officials of the State of Wyoming have agreed on this provision. 

Enactment of H. R. 10183 will resolve an impasse between the 
Shoshone and Arapahoe Tribes, owners of the Wind River Reserva- 
tion, on the one hand and the Bureau of Reclamation on the other, 
which has caused a delay in the construction of the Anchor Dam 
project. 

JUSTIFICATION FOR THIS LEGISLATION 


The Federal Government requires 967.94 acres of land for the 
Anchor Dam structure, reservoir,’ and appurtenant works. Of the 
total requirement, about one-third, 388.23 acres, is a part of the res- 
ervation and belongs to the Arapahoe and Shoshone Tribes. This is 
critical acreage because it includes part of the dam site itself. The 
Department of the Interior, through its Bureau of Reclamation, de- 
sires to acquire the acreage from the tribe and also desires the tribes 
to participate in the project since the Indians own about one-seventh 
(2,300 acres) of the 16,000 acres of land the project is designed to 
— This 2,300 acres is a portion of the Padlock or Arapahoe 

anch. 

The Bureau of Reclamation has actively considered the development 
of the Anchor Dam project for 15 years. Beginning in 1941, and 
again in 1942, 1944, 1946, and 1948 the Bureau of Reclamation sub- 
mitted feasibility reports. Finally, in 1949, it produced a detailed 
project report which was revised the following year. Based on 1949 
estimates, the project will cost about $3,532,150. Two-thirds of this 
cost is to be paid from surplus power revenues of the Missouri River 
Basin project. The Bureau of Reclamation expects to collect the 
remaining one-third, about $1,049,680, from the Owl Creek Irrigation 
District ($930,760), and from the tribes, $118,920 (which would be 
deferred under the Leavitt Act). 

While the tribes question the feasibility of the project so far as 
their interests are concerned, they are willing to cooperate with their 
non-Indian neighbors in having the facility constructed. 

The Department of the Interior report on H. R. 10183, as intro- 
duced, recommends that the Indians be paid a fair value for their 
lands and that construction charges totaling $118,920 allocated to the 
Indian lands involved be made a lien on the lands under the Leavitt 
Act of July 1, 1932 (47 Stat. 564). Under the Leavitt Act, the costs 
would be deferred so long as the lands remain in Indian ownership. 

In agreeing with the Department’s position, the committee members 
feel that the tribes should be paid the fair value of the land required 
by the United States and that construction costs should be deferred 
in accordance with the Leavitt Act, rather than setting the precedent 
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of relieving the tribes of their share of such costs. It is and has been 
the consistent policy of the Government to make the construction 
costs liens against the Indian lands, but to defer the assessment and 
collection costs. The committee is unable to find justification for 
altering its procedure in behalf of the Shoshones and Arapahoes while 
other Tidians in similar circumstances are given only a deferment of 
such costs. 

Both tribes are unalterably opposed to having a lien on their land 
because they feel it will freeze the acreage in its present tribal status. 
Although the land in question is presently a portion of the Padlock 
Ranch, a tribal stockraising enterprise, the ranch may, in the future, be 
divided into family-sized units and allotted to individual Indian tribal 
members. Obviously an encumbrance would discourage ownership 
and control by individual Indians. In addition, members of the 
Shoshone Tribe claim they would receive no benefit from the project. 
While the Shoshones own half the land the benefits of the operation 
of the project would accrue to the members of the Arapahoe Tribe, 
operators of the ranch. As would be expected, the Shoshones do not 
want their interests encumbered by a lien. 

While it is fully recognized that. the appraised value of the land in 

uestion ($7,765) is considerably less than the value of construction 
charges the committee feels that the present policy of land acquisi- 
tion should be maintained and that expeditious commencement of 
construction of the project, upon which the United States has already 
invested several hundred thousand dollars, is desirable. 

The report of the Department of the Interior on H. R. 10183, dated 
May 28, 1956, and on 8. 3467, the Senate reported bill, dated June 25, 
1956, and the report of the Bureau of the Budget dated May 18, 1956, 
are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 28, 1956. 
Hon. Ciarr EnGtie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Encuie: Your committee has requested a report on 
H. R. 10183, a bill to authorize the conveyance of tribal lands from 
the Shoshone Indian Tribe and the Arapahoe Indian Tribe of the Wind 
River Reservation in Wyoming to the United States. 

We recommend that the bill be not enacted in its present form, but 
we recommend the enactment of the substitute draft bill that is en- 
closed with this report. 

1. The bill authorizes the Shoshone Indian Tribe and the Arapahoe 
Indian Tribe of the Wind River Reservation in Wyoming to convey 
to the United States so much of their land as is required for the dam 
site and reservoir of the Anchor Dam, which is a part of the Owl Creek 
unit, Missouri River Basin project. As compensation for the convey- 
ance the United States would be required to provide the tribes with 
their pro rata share of the water storage and regulation benefits accru- 
ing from the construction and operation of the Ow] Creek unit without 
assessing the tribes any part of the construction cost of the unit. 

The construction costs attributable to the irrigable lands of the 
tribes that will receive water from Anchor Dam are about $118,920. 
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The 388.23 acres of tribal land that would be conveyed to the United 
States as a part of the land required for the dam site has been appraised 
by two local appraisers at $7,765. 

We believe that the tribes should be paid the fair value of the land 
that is required by the United States as a portion of the site for the 
dam, but that instead of relieving the tribes (as participating users of 
the stored water) of the construction costs allocable to their lands those 
construction costs should be deferred in accordance with the provisions 
of the Leavitt Act of July 1, 1932 (47 Stat. 564), as long as the lands 
remain in Indian ownership. The tribes’ share of the water will be 
used for the irrigation of the tribally owned Arapahoe Ranch. In 
connection with Indian irrigation projects it has been the consistent 
policy of the Government to make the construction costs liens against 
the Indian lands, but to defer the assessment and collection of those 
costs until after the lands pass out of Indian ownership. We are 
aware of no justification for relieving the Shoshone and Arapahoe 
Tribes entirely of those costs while other Indians in similar circum- 
stances are given only a deferment of such costs. Anchor Dam is not 
a part of an Indian irrigation project, and in order to make the Leavitt 
Act applicable to it the pending legislation will need to make specific 
provision to that effect. 

2. The bill authorizes the tribes to convey to the United States the 
land needed for the dam site only after the approval of a majority 
of the adult members of each tribe who are present at a general 
council meeting called by the tribe for the purpose. Inasmuch as the 
irrigation project has been authorized by Congress and the acquisition 
of land for the dam site is an essential part of the project, the tribes 
should not be placed in a position to nullify the will of Congress by 
withholding their approval for the conveyance of the land. The 
tribes should be placed in the same position as any other landowner, 
That is, they should be authorized to sell their land for a fair price 
mutually agreeable to them and to the purchaser (congressional 
authorization to sell tribal land is required), but if a fair price cannot 
be negotiated the Secretary should be directed to initiate condemna- 
tion proceedings in order that a fair price may be determined by the 
courts. That is the procedure followed in connection with the 
acquisition of land owned by non-Indians. 

It is highly important that the construction of the project not be 
delayed by any difference of opinion that may arise about the fair 
value of the land when the normal judicial processes are available 
to determine such value. 

3. The bill gives the members of the tribes the right to fish on the 
lake created by Anchor Dam as if it were within the exterior boundaries 
of the reservation. We understood that this provision is intended 
to give the Indians exclusive fishing rights without regard to any appli- 
cable Federal or State conservation statutes. Only a portion of the 
lake will be located within the reservation, and we are aware of no 
justification for depriving non-Indians of fishing rights on the reservori. 
Moreover, we recommend that the Indians be given the right to fish 
without obtaining a license, but that they should otherwise comply 
with the conservation laws and regulations, 

4. The bill limits the tribal land to be conveyed to the United States 
to land required for the dam site and lying 300 feet horizontally from 
elevation 6,451.5 feet which is the maximum water surface of the 
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proposed reservoir. The 6,451.5 elevation designated in the bill is the 
maximum water surface elevation for a concrete dam which is no 
longer proposed for construction. The maximum water surface ele- 
vation with an earth-filled dam which is now proposed for construction 
will be 6,460.5 feet. However, we believe that the lands required for 
the dam and reservoir should be described by ny subdivisions as 
follows: Lots 1 and 2, sec. 13, NWK, N4SWK, WKNEX, and NW¥SEX, 
sec. 24, T. 8 N., R. 1 W., Wind River meridian, Wyoming, containing 
388.23 acres. 

5. The bill provides that title to the tribal land conveyed to the 
United States will revert to the tribe if Anchor Dam is not constructed 
or is abandoned. Such reversion should be conditioned upon a return 
of the purchase price. 

There is enclosed for your consideration a substitute draft bill that 
will carry out the foregoing recommendations. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewanrrt, 
Assistant Secretary of the Interior. 


SUBSTITUTE DRAFT BILL FOR H. R. 10183 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Shoshone Indian 
Tribe and the Arapahoe Indian Tribe of the Wind River Reservation 
are authorized to convey to the United States the tribes’ interests 
in the 388.23 acres of land that are described in section 2 of the Act, 
subject to a reservation to the tribes of all minerals, including oil and 
gas, and mineral rights, which may be exercised orly in a manner 
that does not interfere with the construction and operation of the 
dam site and reservoir of Anchor Dam, a part of the Owl Creek unit, 
Missouri River Basin project in Hot Springs County, near Thermop- 
olis, Wyoming. The conveyance shall be for a price that is mutually 
agreeable to the tribes and to the Secretary of the Interior, based upon 
the fair market value of the land. If the tribes and the Secretary 
are unable to agree upon a fair price, the Secretary is directed to 
aquire such land by eminent domain. The consideratior payable to 
the tribes pursuant to this Act shall be paid out of funds appropriated 
for the Missouri River Basin project and shall be deposited in the 
Treasury of the United States to the credit and for the use of the 
respective tribes in accordance with the provisions of the Act of May 
19, 1947 (61 Stat. 102), as amended by the Act of August 30, 1951 
(65 Stat. 208). 

Src. 2. The lands that are referred to in section 1 of this Act are: 
Lots 1 and 2, section 13, northwest quarter, north half southwest 
quarter, west half northeast quarter, and northwest quarter southeast 
quarter, section 24, township 8 north, range 1 west, Wind River me- 
ridian, Wyoming, containing 388.23 acres. 

Sec. 3. In the event of the failure or abandonment of the Anchor 
Dam feature of the Owl Creek unit the interest in the land acquired 

ursuant to this Act shall be reconveyed by the Secretary of the 
Interior to the tribes and the title shall be held in the same manner 
it was held before such acquisition: Provided, That the purchase price 
paid by the United States shall be returned by the tribes. 
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Suc. 4. The portion of the construction costs of the Owl Creek 
unit that is allocable to the irrigable lands of the Shoshone and Arapa- 
hoe Tribes of the Wind River Reservation shall be a lien against such 
lands, but the assessment and collection of such costs shall be deferred 
in accordance with the provisions of the Act of July 1, 1932 (47 Stat. 
564). The irrigable lands of the tribes shall be entitled to their pro 
rata share of the water storage and regulation benefits accruing from 
the construction and operation of the Owl Creek unit upon payment 
by the tribes, under appropriate contract, of their pro rata share of 
the annual operation and maintenance costs of the Owl Creek unit. 

Sec. 5. The members of the Shoshone and Arapahoe Tribes shall 
have the right to fish on the lake created by Anchor Dam, without a 
license, as if the lake were within the exterior boundaries of the Wind 
River Reservation, but the Indians shall be subject to all other 
provisions of applicable conservation laws and regulations. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., June 25, 1956. 
Hon. James A. Hatey, 


Chairman, Subcommittee on Indian Affairs, Interior and Insular 
Affairs Committee, House of Representatives, Washington, D. C. 

My Dear Mr. Hatey: In accordance with your request made 
during the subcommittee hearing on H. R. 10183, a bill to authorize 
the conveyance of tribal lands from the Shoshone Indian Tribe and 
the Arapahoe Indian Tribe of the Wind River Reservation in Wyoming 
to the United States, this letter will indicate our views on the com- 

anion Senate bill S. 3467, as reported by the Senate Committee on 
nterior and Insular Affairs. 

The Senate bill, as reported, retains the feature of the original bill 
which provides that in return for a voluntary conveyance by the 
tribes of 388.23 acres of land, appraised at $7,765, the tribal lands 
will be relieved of all construction charges assessable against them 
as a result of the construction of the Owl Creek unit, amounting to 
$118,920. 

We are of the opinion, as previously expressed, that this provisic n 
represents an unwise departure from the longstanding policy wi h 
respect to Indian lands and would set an undesirable precedent. Tie 
Federal policy as reflected in the Leavitt Act (47 Stat. 564) is to defer 
the assessment and collection of irrigation construction charges against 
Indian lands as long as they remain in Indian ownership, but not to 
relieve the Indian lands of such charges. 

Congress has recognized on various occasions that when Indian 
lands are taken for a public purpose the Indians may sometimes suffer 
a loss that is not adequately compensated by payment of the fair mar- 
ket value of the rene hs taken. If Congress wishes to provide in this 
case for the payment of compensation in excess of the fair market value 
of the tribal lands, we believe that the bill should specifically so provide 
and should not modify the principle that lands which benefit from the 
construction of an irrigation project should bear their share of the 
construction costs. If Congress requires the excess compensation 
to be applied on the deferred construction costs, the construction 
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lien against the land will of course be reduced to that extent. If the 
excess payment is as much as $118,920, the net effect will be the same 
as the proposed waiver of construction charges, but the principle will 
not be impaired and no undesirable precedent will be set. 

We express no opinion regarding the justification or lack of a justi- 


ra in this case for paying more than the fair market value of the 
and. 


Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 





Executive Orrice OF THE PRESIDENT, 
BurEAU OF THE BuDGET, 
Washington, D. C., May 18, 1956. 
Hon. Crarr ENGie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Curatrman: Reference is made to your request for 
the views of this Bureau concerning H. R. 10183 to authorize the 
conveyance of tribal lands from the Shoshone Indian Tribe and the 
Arapahoe Indian Tribe of the Wind River Reservation in Wyoming 
to the United States. 

The main purpose of the bill is to authorize the Indian tribes 
named to convey to the United States certain tribal land needed in 
connection with the Anchor Dam, a part of the Owl Creek unit of 
the Missouri River Basin project. The bill outlines certain condi- 
tions as a part of the consideration of the transfer of title. 

The Department of the Interior, in a report which will be presented 
to vour committee, recommends against enactment of the measure 
as introduced and suggests a substitute bill. Each of the Depart- 
ment’s several objections are fully explained in the report. 

After reviewing the matter, 9s presented by the Department, this 
Bureau concurs in its conclusions, and recommends enactment of the 
proposed substitute bill. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director: 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 10183, as smended. 


O 
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PROVIDING FOR THE DESIGNATION OF MIKVEH ISRAEL 
CEMETERY, IN PHILADELPHIA, PA., AS A UNIT OF THE 
INDEPENDENCE NATIONAL HISTORICAL PARK 





Jurty 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 7181] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7181) to provide that Mikveh israel Cemetery, 
in Philadelphia, Pa., shall be a national shrine, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That upon compliance with the provisions of section 2 of this Act, the Mikveh 
Israel Cemetery, located in Philadelphia, Pennsylvania, and containing the 
graves of Haym Salomon and other outstanding patriots of the Revolutionary 
War who played important parts in the early history of the United States, shall 
be declared to be a unit of the Independence National Historical Park: Provided, 
That the United States shall not thereby assume any responsibility to prov ide 
for the administration, care, or maintenance of said Mikveh Israel Cemetery. 

Sec. 2. This Act shall become effective if and when the Mikveh Israel Congre- 
gation, through its duly authorized representatives, has executed an agreement 
in terms and conditions satisfactory to the Secretary of the Interior, providing 
for the continuing administration, care, and maintenance, without expense to the 
United States, of the Mikveh Israel Cemetery, whereupon said Secretary shall 
issue a notice declaring that said requirement has been met and that Mikveh 
Israel Cemetery is formally designated a unit of the Independence National 
Historical Park. 


Amend the title so as to read: 


A bill to provide for the designation of Mikveh Israel Cemetery, in ee 
Pennsylvania, as a unit of the Independence National Historical Park. 
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LEGISLATION CONSIDERED 


H. R. 7181, by Representative Byrne of Pennsylvania, is 1 of a 
total of 5 similar bills considered by this committee. The other bills 
are: H. R. 3259, by Representative Scott of Pennsylvania; H. R. 
4614, by Representative Chudoff of Pennsylvania; H. R. 7505, by 
Representative Granahan of Pennsylvania; and H. R. 7523, by Repre- 
sentative Barrett of Pennsylvania. 


EXPLANATION OF H. R. 7181 


If enacted, H. R. 7181, as amended, would provide that the Mikveh 
Israel Cemetery in Philadelphia, Pa., be designated by the Secretary 
of the Interior as a unit of the Philadelphia National Historical Park, 
if and when the Mikveh Israel Congregation, through its duly au- 
thorized representatives, has executed an agreement satisfactory to 
the Secretary, providing for the continuing administration, care, and 
maintenance of the cemetery, without expense to the United States. 
Title to the cemetery would remain with the Mikveh Israel Congre- 
gation and would not pass to the United States. Should the agree- 
ment for the continuing administration, care, and maintenance of the 
cemetery be broken, the Secretary could cause the cemetery to be 
removed from the status authorized by this legislation. 

The Mikveh Israel Cemetery, created about the year 1740, is some 
60 by 180 feet in size and located within 4 city blocks of the exterior 
boundaries of the Philadelphia National Historical Park. The 
cemetery contains the graves of a number of outstanding patriots, 
pioneers, and other notables of the Jewish faith who made important 
contributions to the history and freedom of America during the 
Colonial and Revolutionary period. 

Perhaps the most famous person buried in the Mikveh Israel 
Cemetery is Haym Salomon, patriot-financer of the American Revolu- 
tion, who made great personal and financial sacrifices for the cause of 
American independence. A short biography of Haym Salomon is 
set forth elsewhere in this report. 

Among other historic persons said to be buried in this cemeter 
are: Nathan Levy, whose ship, the Myrtilla, brought the Liberty Bell 
to Pennsylvania and who was the founder of the Jewish community 
of Philadelphia; Aaron Levy, the founder of Aaronsburg, Pa., 
and a benefactor of its Christian churches; Coshmon Pollock, the 

atriot from Georgia who fought in the siege of Savannah during the 
Revolution: Maj. Benjamin Nones, who fought in Pulaski’s legion in 
South Carolina during the Revolution; Jacob I. Cohen, who also 
fought in Pulaski’s South Carolina campaign; Phillip Moses Russell, 
a surgeon’s mate with the Continental Army at Valley Forge; Joseph 
Phillips, Benjamin Phillips, Jacob Gratz, Abraham Mitchell, and 
Elias Pollock, veterans of the War of 1812; the brothers Michael and 
Barnard Gratz, whose pioneering led to the opening up of the Middle 
West; Rebecca Gratz, from whom Sir Walter Scott rew the character 
of Rebecca in his Ivanhoe. 

The committee believes that the close alge 3 of the Mikveh 
Israel Cemetery to the central unit of the Philadelphia National 


Historic Park makes it both feasible and desirable to designate this 
historic site as a unit of the park. : : Sait 
No appropriation of Federal funds is authorized by this legislation. 
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COMMITTEE AMENDMENTS 


H. R. 7181, as introduced, would have provided that the Mikveh 
Israel Cemetery be designated as a national shrine. The report from 
the Department of the Interior, dated June 29, 1955, and submitted 
in reference to a similar bill, H. R. 3259, indicated that the Department 
had no objection to this designation in this particular instance, pro- 
vided that the United States not be responsible for the care and 
preservation of the cemetery. 

Since the National Park Service had no units designated by name 
as a “national shrine,’ and had not developed policies and standards 
with respect to the eligibility of sites that might warrant such a 
designation, the Public Lands Subcommittee of this committee 
requested the Department to study the matter and submit a report 
of its findings and recommendations. The subcommittee felt that 
hundreds and possibly thousands of sites might be sponsored for 
recognition under the “national shrine” classification. 

Subsequently, the Department of the Interior reviewed the problem 
and adopted a policy opposing the designation by the Federal Gov- 
ernment of areas as national shrines. This report, in the form of a 
letter dated May 17, 1956, to the Hon. Wayne N. Aspinall, acting as 
chairman of the Public Lands Subcommittce at the time of the hearing 
on the bill in the absence of the chairman, Hon. Gracie Pfost, is set 
forth elsewhere in this report. 

In view of the Department’s policy opposing the designation of 
areas as national shrines, and the close proximity of the Mikveh Israel 
Cemetery to the Philadelphia National Historical Park, the commit- 
tee concluded that it would be feasible and highly desirable to author- 
ize the Secretary of the Interior to designate the Mikveh Israel Ceme- 
tery as a unit of the park, and amended the bill accordingly. 


SHORT BIOGRAPHY OF HAYM SALOMON ' 
HAYM SALOMON 


Salomon, Haym (c. 1740 to January 6, 1785), merchant, 
banker, Revolutionary financier, was born at Lissa, Poland, 
of Jewish-Portuguese ancestry. In his youth he traveled 
widely, acquired an excellent knowledge of foreign languages, 
and, returning to Poland about the age of 30, became an 
ardent advocate of Polish independence. In 1772 he fled to 
England and thence to New York, where he opened a 
brokerage and commission merchant’s business. is pre- 
vious association with the cause of liberty in his native 
country drew him naturally to the side of the American 
Whigs and later to the movement for American inde- 
pendence. During the British occupation of New York his 
activities led to his arrest as a spy (September 22, 1776) and 
consequent imprisonment. The British, however, put him 
to use as an interpreter and assigned him to Hessian general, 
Heister, who placed him in the commisary department. 
There he made use of his increased freedom to induce Hessian 
soldiers to resign or to desert. Paroled after a brief im- 


“+ Prepared by Library of Congress, Legislative Reference Service. 
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prisonment, he resumed his business as merchant and con- 
tinued to act as an undercover desertion agent among the 
Hessians. .On January 2, 1777, he married Rachel, daughter 
of Moses B. Franks, an influential Jewish merchant. 

In August 1778 Salomon was again arrested, charged with 
being an accomplice in a plot to burn the King’s fleet and to 
destroy British warehouses around New York. He was 
confined in the dreaded prison, the Provost, and condemned 
to death, but on August 11, by turning to advantage a string 
of golden guineas which he had concealed on himself, he 
bribed his jailer and escaped to the American lines, leaving 
his family behind in the city. Fourteen days later found 
him in Philadelphia addressing a memorial to Congress 
setting forth his services to the cause and asking for some 
employment, but to no avail. 

With the assistance of friends he thereupon opened an 
office as dealer in bills of exchange and other securities. 
The business prospered, and within the next few years he 
became a leading broker in the city and one of the largest 
depositors in the Bank of North America, to which he was 
a subscriber. He was paymaster general for the French 
forces in America and most of the war subsidies of France 
and Holland passed through his hands. 

As almost sole broker for the Office of Finance in the sale 
of bills of exchange he contributed much to maintain the 
bankrupt government's credit. The diary of Robert Morris 
shows no less than 75 transactions with Salomon between 
August 1781 and April 1784. Original checks and vouchers 
presented before a later committee of Congress show that 
he advanced in specie to the Superintendent of Finance at 
various times a total of $211,678. In addition he held 
Government obligations of various sorts amounting to 
$353,729.33, 6 promissory notes to the amount of $92,600, 
making an aggregate indebtedness against the Government 
of $658,007.43, as shown by his papers and later recognized 
by committees in Congress. 

To calculate the full extent of Salomon’s financial assistance 
there should be added to the above figures advances of more 
than $20,000 to pay the salaries of men holding Government 
posts in order to keep them in the service, and untold addi- 
tional advances during the war to Army Officers, to foreign 
agents, and for the outfitting of soldiers (S. Rept. 93, 38th 
Cong., Ist sess., June 24, 1864). These liberal advances 
in specie and equally liberal investments in Revolutionary 
paper furnish a singularly outstanding example of unselfish 
devotion to the American cause, particularly when it is 
remembered that the family was left practically penniless 
at his death. 

Following the war Salomon suffered heavy financial re- 
verses. His plans to return to New York in 1785 as a factor, 
broker, and auctioneer were interrupted by his sudden 
death, undoubtedly hastened by an impaired constitution 
owing to his imprisonment by the British. In the settle- 
ment of his estate all assets, including: Revolutionary securi- ° 
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ties, were given a value of $44,732 against an indebtedness 
of $45,292. Repeated efforts were made by the heirs to 
secure a settlement of the Salomon claim from the Govern- 
ment. Although the case was considered by Congress at 
least 10 times between 1848 and 1926 and a Senate committee 
in 1864 recognized the claim as one of “undeniable merit,” 
all such efforts proved unsuccessful. 
Source: Dictionary of American Biography, vol. XVI, pp. 313-314. 


DEPARTMENTAL REPORTS 


On June 29, 1955, the Department of the Interior submitted to the 
committee a report on a similar bill, H. R. 4614, stating that the 
Department would have no objection to the establishment of Mikveh 
Israel Cemetery as a national shrine if the bill were amended to pro- 
vide that the United States did not thereby assume any responsibility 
to provide for the administration, care, or maintenance of such shrine. 
The Department’s report is set forth below im full: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
: Washington, D. C., June 29, 1956. 
Hon. Cuatrr ENGLER, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enaie: Your committee has requested a report on 
H. R. 4614, a bill to provide that Mikveh Israel Cemetery, in Phila- 
delphia, Pa., shall be a national shrine, which is identical to H. R. 3259, 
upon which this Department has previously reported at your request. 
H. R, 4614 would establish the cemetery as a national shrine and would 
require this Department to provide for the care and maintenance of the 
property. 

We have no objection to the enactment of this bill if the Congress 
considers such action to be desirable. If such decision is made, we 
recommend that H. R. 4614 be amended, as hereafter suggested, to 
provide that the United States shall not be responsible for the care 
and preservation of the cemetery. 

Mikveh Israel Cemetery occupies a small parcel of land on Spruce 
Street, west of Eighth, in the city of Philadelphia. The cemeter 
became the burial ground for members of the Congregation Mikve 
Israel and is the oldest known Hebrew burial ground in Philadelphia. 
Land was added to the original plot at one time by a grant from John 
Penn, proprietor of the Commonwealth of Pennsylvania. The ceme- 
tery contains the graves of numerous early Philadelphians of the 
Hebrew faith Rae AM ha the grave of Haym Salomon, patriot-financier 
of the Revolution, and other Hebrew Revolutionary soldiers and 
officers. Its numerous tombstones, of various dates, indicate that 
it is among the oldest of Hebrew burial grounds in the Colonies. 

The Philadelphia National Shrines Park Commission, which was 
created by an act of Congress to investigate the matter of establishing 
a national park in Philadelphia and to conserve its historical objects 
and buildings, in its final report to the Congress, did not include the 
Mikveh Israel Cemetery in any of the recommended projects that 
were proposed for designation as the “Independence National His- ; 
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torical Park.” However, the report of the Commission listed the 
“Mikveh Israel Congregation burial ground” as one of the “many 
sites and structures” in and near the recommended sites that may be 
seen by visitors to the Independence Hall area. 

We recommend the following amendment to the bill in the event 
of its favorable consideration by your committee: 

Beginning with the period at the end of line 7, strike out the remain- 
der of the bill and substitute in lieu thereof the following: ‘‘: Provided, 
That the United States shall not thereby assume any responsibilit 
- provide for the administration, care, or maintenance of suc 
shrine.”’ 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistan - secretary of the Interior. 


Following hearings on H. R. 7181, which, as introduced, contains 
the language proposed by the Department of the Interior in its report, 
the committee asked the Department to define its interpretation of 
a “national shrine.” The Department’s reply, dated May 17, 1956, 
follows: 

DEPARTMENT OF THE INTERIOR, 
Orricr oF THE SECRETARY, 


Washington, D. C., May 17, 1956. 
Hon. Warne N. ASPINALL, 


Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Aspinauu: With further reference to your letter of 
February 29 to the National Park Service and our interim reply of 
March 21, this Department has considered the general policy of desig- 
nating “national x sar as proposed in several bills pending before 
the Committee on Interior and Insular Affairs, and offers the following 
“acne f poli his D the designation b 

s a matter of policy, this Department opposes the designation by 
the Federal Government of areas as national shrines, whiothee or not 
they relate to an existing area of the National Park System or form a 
precedent for such a relationship, and whether or not they contem- 
plate care and maintenance at Federal expense. 

Within the national park system there is at present no separate 
ger of areas designated as “national shrines.” Only one area 
in the system carries the word “shrine” in its official name. It is 
Fort McHenry National Monument and Historic Shrine, so desig- 
nated by the act of August 11, 1939 (53 Stat. 1405). For all practical 

urposes, we list this area administratively as a national monument. 
Pogislation to designate the General Grant Tree in Kings Canyon 
National Park as a national shrine in memory of the armed services 
was approved by the President on March 29, 1956 (Public Law 441). 
Designation of this tree as a national shrine does not otherwise change 
its name or status as a national feature. 

The Philadelphia National Shrines Park Commission was estab- 
lished pursuant to the act of August 9, 1946. The act establishing 
the Commission defined its tes er as “investigating the matter of 
the establishment in the city of Philadelphia, in the Commonwealth 
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of Pennsylvania, of a Federal area to be called Philadelphia National 
Shrines k, or by some other appropriate name. * * *” It is 
significant that the outcome of the Commission’s recommendations 
resulted in the authorization of the area for establishment as Inde- 
pendence National Historical Park. 

The term “shrine” appears in the designation of the newly appointed 
New York City National Shrines Advisory Board, although the 
legislation does not otherwise use or define the term “shrine.” 

We see no need to create a new category of areas in the national 
park system called national shrines. For years we have recogni 
the desirability of decreasing rather than increasing the confusin 
classification of areas now comprising the system. The Nationa 
Park Service has recently reinstituted its studies of this problem, and 
we are hopeful that the present 12 classifications of areas can be 
reduced to 6 or 7. The problem is a complicated one which will 
require legislation to accomplish, inasmuch as the bg nar classifica- 
tions of many existing areas are specified by acts o ery. Some 

If a proposed area is in fact a historic site or building of recognized 
significance, there is an orderly procedure, established by Congress 
under the Historic Sites Act of 1935, for its consideration. Under 
this procedure, such area must qualify under criteria carefully devel- 
oped by the National Park Service in consultation with the Advisory 
Board on National Parks, Historic Sites, Buildings, and Monuments. 
If it does qualify, there is existing authority for its selection and 
designation as a unit in the national park system. 

In your letter of February 29 you inquired whether the criteria used 
by the National Park Service are the same as those used by the 
Advisory Board. I am glad to advise the committee that these 
criteria are identical. 

If the proposed area is not a historic site or building, we doubt the 
wisdom of giving it recognition as a national shrine by act of Congress. 
We are concerned about the establishment of national shrines whether 
or not they are to be maintained and exhibited with Federal funds. 
National shrine proposals may cover persons, sites, causes, or events 
as varied as the imagination and enthusiasm of the sponsors. No 
doubt weg of these are sincere, even worthy. If a category of 
“national shrines’? becomes recognized, we foresee the possibility of 
hundreds, and even thousands of such projects. It would be ex- 
tremely difficult to discriminate between these potential proposals on 
a logical basis, and the result would probably be a heterogeneous 
miscellany of very little national interest or significance. e cost 
would be impossible to foresee except that it would probably be large. 

On the other hand, if the proposed national shrines are to be recog- 
nized by the United States, but outside the National Park System and 
outside the responsibilities of any other Federal Bureau, we foresee not 
only an uncontrolled assortment of nationally ized areas, but a 
miscellany which might also easily deteriorate and become rundown 
and even ruinous without any orderly procedure to assure their 
adherence to proper national standards. The public — will 
not distinguish between shrines established by act of Congress, and 


other Federal historical property maintained with Federal funds. 
Further confusion results from the fact that religious, patriotic, and 
other groups themselves adopt the term “shrine” or “national shrine” 
to designate properties which they administer or operate privately. 
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’ Congress has established orderly procedure for the memorialization 
of the American Armed Forces through the American Battle Monu- 
ments Commission, and for the commemoration of the American dead 
of World War I at the Tomb of the Unknown Soldier, through the 
Memorials Division of the Army. We understand that there have 
been legislative proposals to extend this commemoration to veterans 
of World War II and the Korean war; that the Memorials Division 
has before the Commission of Fine Arts a proposal) for commemora- 
tion of the World War II dead, but that there is no single Federal 
memorial existing or planned to commemorate the American dead of 
all wars. If it is desirable to memorialize the American dead of all 
our wars, both military and civilian, men and women, then the prac- 
tical and systematic approach would seem to be for the Congress to 
authorize some suitable agency, such as the American Battle Monu- 
ments Commission, to select or provide such a memorial. 

Piecemeal enactment of legislation for national shrine designations 
will undercut and weaken both the historic sites and the battle monu- 
ment poagecures which the Congress has established. It will also 
undoubtedly result in a variety of off-breed areas, some of which will 
carry requirements for the expenditure of Federal funds by this De- 
partment or by other agencies or departments. Such an unwarranted 
burden on the Federa] Treasury should, we believe, be avoided. 

A variety of “‘national shrines in scattered jurisdictions, or no juris- 
diction at al), at Federal level, would create a fertile field for future 
reorganizations in the Government, perhaps on a somewhat less than 
rational basis. For example, in 1933, under authority of the Reorgan- 
ization Act, the historical and military areas administered by the War 
Department and the national monuments administered by the Depart- 
ment of Agriculture were transferred to the jurisdiction of the National 
Park Service. Sixty-four areas were thus added to the national park 
system, including nationally significant ones such as Gettysburg and 
Vicksburg National Military Parks, and the Statue of Liberty Na- 
tional Monument. 

On the other hand, the group contained a number of areas, estab- 
lished prior to the development of adequate criteria for their selection, 
and later found to be of less than national significance. This Depart- 
ment’s program for many years has been directed toward the inclusion 
or retention in the national park system of only those areas which are 
of such outstanding national significance as to warrant administration 
by the Government at Federal expense. 

The abolishment of an area of less than national significance is a 
difficult and time-consuming action which requires an act of Congress 
to accomplish. In recent years the Holy Cross, Wheeler, and Shoshone 
Caverns National Monuments were abolished, as recommended by this 
Department. As a result of this administration’s continuing review 
and analysis of additional areas of questionable national significance, 
Old Kasaan. National Monument was abolished last year. On March 
29, 1956, the President approved legislation (Public Law 447) abolish- 
ing Castle Pinckney National Monument, and legislation awaits the 
completion of congressional action to abolish Verendrye and Fossil 
Cycad National Monuments. None of these areas is of national 
significance and their retention in the national park system tended not 
only to weaken the integrity of the truly qualified ones and the criteria 
by which they are judged, but to form precedents which make it difli- 
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cult or impossible to avoid the establishment of future substandard 
areas. We hope that similar problems can be avoided with regard 
to national shrines. 

The views expressed above were presented to and carefully con- 
sidered by the Advisory Board on National Parks, Historic Sites, 
Buildings, and Monuments at its semiannual meeting held on March 
28, 29, and 30, 1956. On March 30 the Board passed the following 
resolution which we believe will be of interest to your committee: 


NATIONAL SHRINES 


“The Advisory Board on National Parks, Historie Sites, Buildings 
and Monuments has learned with deep concern of a growing number 
of proposals to designate as ‘national shrines’ properties differing 
widely in character, purpose, and significance. We unanimously 
endorse the policy views of the National Park Service and the De- 
partment of the Interior on this subject, which strongly oppose the 
designation of ‘national shrines’ for reasons fully developed and 
expressed in a proposed letter from the Secretary of the Interior to 
Hon. Wayne N. Aspinall, chairman of the Subcommittee on Irrigation 
and Reclamation of the House Committee on Interior and Insular 
Affairs. We particularly emphasize the view that recognition of a 
new category of ‘national shrines’ by the Congress would open the 
door to a myriad of ‘national shrine’ projects of undetermined 
character, significance, and cost.” 

Please do not hesitate to call on us for any additional data which 
you believe that the committee might wish to have. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 7181, as amended. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2709 





AUTHORIZING THE ADMINISTRATOR OF GENERAL SERVICES TO 
CONVEY CERTAIN LANDS IN THE STATE OF RHODE ISLAND TO 
THE TOWN OF NORTH KINGSTOWN, R. L 


Jury 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Oper- 
ations, submitted the following 


REPORT 


[To accompany S. 3195] 


The Committee on Government Operations, to whom was referred 
the bill (S. 3195) to authorize the Administrator of General Services 
to convey certain lands in the State of Rhode Island to the town of 
North Kingstown, R. I., having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 


do Pap 
he amendments are as follows: 
Page 1, line 7, after the word ‘‘town” change the period to a comma, 
and add the following: 


upon payment by said town of the fair market value of said 
property as determined by said Administrator after compe- 
tent appraisal and upon such terms and conditions as may in 
the determination of said Administrator be necessary to pro- 
tect the interest of the United States. 


Page 2, line 20 through and including page 3, line 3, strike all of 
section 2. 
EXPLANATION OF AMENDMENTS 


Statutorily prescribed procedures for disposal of surplus properties 
— generally that sales be made on the basis of competitive bid 
and to the highest bidder. Exceptions to the rule, as prescribed by 
statute, pertain to public benefit allowances from appraised fair 
market values in cases of disposal for public health, educational, park 
and recreation, and civil defense purposes. The list of exceptions 
does not currently extend to transfers involving limitations of future 
use of the property generally to “public purposes.” The committee 
believes that special legislation effecting hoc exceptions to the 
general rule should be based on prevailing and persuasive equities in 
the pronosed transferee. 
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2 CONVEY CERTAIN LANDS TO NORTH KINGSTOWN, R. I. 


Disposal of the surplus property in question at its fair market value 
as provided by this amendment will, in all probability, effect a mone- 
tary return to the Government equal to that which might reasonably 
be expected from a competitive sale. Therefore, there appears to be 
no justification for restricting the future use or disposition of the 
property in which case provision for reverter upon nonconformance is 
u inecessary. 

PURPOSE 


This bill, as amended, authorizes and directs the Administrator of 
General Services to convey to the town of North Kingstown, R. I., 
3% acres of surplus, Government-owned land located in. the town of 
North Kingstown. Such conveyance would be made in consideration 
of payment by the city of an amount equal to the fair market value 
of the property. 

STATEMENT 


The property in question is a 3.4 acre tract of land located in the 
town of North Kingstown. It was originally acquired in 1942 by 
the Housing and Home Finance Agency as part of a Federal housing 
project. Acquisition cost has been reported as $1,400. In 1953 the 
property was transferred to the Navy Department, and was reported 
excess to that Department’s needs in December 1955. It is now in 
the custody of the General Services Administration and subject to 
disposal by that agency as surplus property. 

isposals of surplus properties, both real and personal, are made 
pursuant to the Federal Property and Administrative Services Act 
of 1949, as amended. That act provides generally that such disposals 
shall be made on a competitive basis. No exception is made wherein 
the prospective buyer is a local governmental unit. Nor is there 
currently in effect general law that would authorize disposals by 
negotiation in such tases. 

‘he disadvantage to local governmental units in competing with 
private buyers for a given piece of surplus property 1s therefore 
obvious. Their action, formal and circumscribed as they are by the 
nature of governmental organization and operation, are not such as to 
enable them successfully to compete with private buyers who exercise 
independence of judgment and action. 

Congressional policy, as reflected in recent legislation authorizing 
transfers of surplus properties to local governmental units, has favored 
a sympathetic understanding of the competitive disadvantage of such 
local governmental units with regard to purchases of surplus, Govern- 
ment-owned properties. Under present law this disadvantage can be 
overcome only by special enabling legislation affording buyers such 
preferential treatment as a right of first refusal. Under the circum- 
stances, and in cases such as the one under consideration wherein the 
interested governmental unit intends a public use of the desired sur- 
plus property, such disposition, it seems, has particular merit. This 
—— is based on that consideration inasmuch as the town of North 

ingstown expressly desires the property in question as a site for a new 
fire and police station to serve the area. And particularly, inasmuch 
as disposal of the subject property under the terms of this bill, as 
amended, will effect a monetary return equal to that which might 
reasonably be expected by a competitive sale, the committee believes 
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that the proposal is sufficiently meritorious and in the public interest 
to warrant favorable consideration by the Congress, 


AGENCY COMMENTS 


The Administrator of General Services, in a letter dated May 28, 
1956, to the chairman of the Senate Government Operations Com- 
mittee, stated that the agency would not favor enactment of the bill 
as a special exception to the general policy now prescribed by statute 
unless the bill is amended to provide payment of fair value (S. Rept. 
2191, 84th Cong.). 

COMMITTEE ACTION 


The committee, upon a review of the agency objections and con- 
sideration of congressional policy as reflected in recent legislation, 
determined that the bill should be amended to (1) require payment 
of the fair market value of the property as consideration for its 
transfer, and (2) in view of receipt by the Government of such fair 
value, to delete the provisions for use restrictions and possibility of 
reverter upon nonconformance. 

With these amendments, the committee unanimously recomme:. ed 
the bill for favorable consideration. 


O 




















2 a tog ane Ie ar MN ep 








&4rH CONGRESS ! HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2710 





AUTHORIZING THE ADMINISTRATOR OF GENERAL SERVICES TO 
CONVEY CERTAIN PROPERTY WHICH HAS BEEN DECLARED 
SURPLUS TO THE NEEDS OF THE UNITED STATES TO THE CITY 
OF ROSEBURG, OREG. 





Juty 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 
[To accompany 8. 3316] 


The Committee on Government Operations, to whom was referred 
the bill (S. 3316), authorizing the Administrator of General Services 
to convey certain property which has been declared surplus to the 
needs of the United States to the city of Roseburg, Oreg., companion 
bill to H. R. 8667, having considered the same, report favorably 
prague with amendments and recommend that the bill as amended 

0 pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That the Administrator of General Services is authorized and directed to convey, 
without consideration therefor, to the city of Roseburg, Oregon, all right, title, 
and interest of the United States in and to the following described properties, 
real and personal: the dwelling house located on lot 5, block 29, in the said city 
of Roseburg, Oregon, together with furniture, personal effects, and jewelry stored 
in said dwelling house or elsewhere which has been designated by said Adminis- 
trator as “lot A personalty,”’ all of said property being a of the estate of Lillie 
Lela Moore devised to the United States by said Lillie Lila Moore under provisions 
of her will probated in 1940 which has since been declared surplus to the needs of 
the United States. 

Such conveyance, in addition to being subject to such terms and conditions 
as may be considered by said Administrator to be necessary to protect the interest 
of the United States, shall be expressly conditioned upon an undertaking by the 
city of Roseburg, Oregon, that such dwelling house, ee ro with said items of 
personal pro y, shall, within a reasonable od time as determined by 
said Administrator, be transferred by the city of Roseburg to the Do County 
Historical Society and removed from said land without cost to the United States. 


71006 
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EXPLANATION. OF AMENDMENT 


The basic purpose of this bill, it appears, is to effectuate a transfer 
of an old dwelling house together with furniture, chinaware, and mis- 
cellaneous bric-a-brac, all of very nominal value, to the Douglas 
County (Oreg.) Historical Society for removal from its present location 
to another site at no cost to the United States, for use as part of a 
proposed museum center. Such a disposition, however meritorious, 
would require special legislation, However, no convincing reason is 
perceived for making accomplishment of that apparent worthwhile 
Agi es contingent upon the speculative, perhaps improbable, action 
of the city with regard to the valuable underlying land. This amend- 
ment, it is believed, will accomplish the basic purpose of the bill 
without tying its execution to a collateral matter that, if at all, 
can be handled administratively under existing law. 


PURPOSE 


This bill provides for conveyance of certain surplus realty consistin 
of three city lots, and improvements thereon, including furniture wal 
certain other personal property, to the city of Roseburg, Oreg., such 
conveyance being comtiaaaneld upon (1) payment by the city of 50 
percent of the appraised fair market value of the total property, (2) 
restriction upon the use of the land to park and recreation purposes, 
and (3) restriction as to further transfers of the dwelling house and 
related personal property. 
BACKGROUND 


The property which is the subject of this bill is the remaining part 
of the estate of Lillie Lila Moore which was devised to the United 
States under terms of a will probated in 1940 but not finally adjudi- 
cated until 1953. The entire property thus acquired was reported to 
have been valued in 1940 at $8,500. Inasmuch as the property, from 
the time of its acquisition was surplus to Government needs, a part 
consisting of 1 lot improved with 2 buildings was sold by the Govern- 
ment for $55,200. The remaining land, three city lots, is reportedly 
worth about $75,000, One of the lots and part of another is improved 
by an old frame dwelling house, the value of which is commercially 
insignificant and probably limited to salvage. Stored in the house 
are various pieces of relic furniture and bric-a-brac, the estimated 
value of which is reportedly no more than a few hundred dollars. 
The city of Roseburg expressed some interest in acquiring the prop- 
erty, and according to reports entered into negotiations with the 
General Services. Administration with a view to transfer of the 
property to the city for park and recreational purposes as provided 

statute. Since the abortive outcome of these negotiations, sale 
of the property has been held in abeyance pending disposition of this 
proposed legislation. | 
STATEMENT 


The cee weed in question is part of an estate acquired by the United 
States by-devise in the will of Lillie Lila Moore. Although the total 


property at the time of the death of the testator was worth only 8 
few thousand dollars, the monetary return accruing to the Govern- 
ment as a result of her beneficence has been substantial. Over 
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$50,000 have already been covered into the Treasury as a result of 
disposal of a part of the property. Three remaining lots are reportedly 
worth about $75,000. The old frame dwelling house, on the other 
hand, is reportedly of such insignificant commercial value that cost 
of its razing would probably exceed the salvage value. However, it is 
said to be one, perhaps the last remaining, of the original dwelling 
houses built in that area, and therefore has significant historical value, 
particularly to the people of that area. Its relic contents, reminiscent 
of pioneer days, without question would also have considerable mu- 
seum value. The Douglas County (Oreg.) Historical Society has 
expressed a continuing desire to acquire the old house and its related 
contents as a part of a museum center at another location. However, 
its financial position is such as would preclude purchase of the prop- 
erty, even at the nominal value. 

reservation of such relics of antiquity appeals to the committee as 
being sufficiently in the public interest to warrant encouragement and 
assistance, particularly, as in this instance, when such public interest 
in all probability would far outweigh the small monetary return that 
“— accrue to the Government by a commercial sale of such property. 

he city of Roseburg reportedly is neither financially able nor par- 
ticularly interested in acquiring at 50 percent of its fair value the 
valuable underlying land for park and recreational use. Adequate 
provisions are made by existing law for effecting such transfers. It 
therefore appears that provisions in this bill for transfer of the three 
lots to the city would not only be unnecessary but in all probability 
would serve no useful purpose. To make the availability of the old 
house and related personalty to the historical society contingent upon 
execution of provisions of the bill relating to the underlying land would, 
it is apprehended, render the entire legislation ineffectual. 

Therefore it is deemed desirable and preferable to treat the two 
transactions separately, that is, (1) authorize the transfer of the house 
and related personalty by this proposed legislation inasmuch as there 
is no existing statutory authority applicable to such cases; and, (2) 
transfer of the underlying land for park and creational purposes, if 
—" by the city, administratively under provisions of existing 
aw. 

COMMITTEE ACTION 


The committee, upon a presentation of the merits of the bill by 
Mr. Ellsworth, author of a similar bill, determined that the bill should 
be amended to (1) delete the provisions of the bill relating to convey- 
ance of the underlying land, and (2) provide only for conveyance of 
the old house and related personalty. 

P does this amendment, the committee unanimously approved the 


O 


























Gn peor parenanngitaAoe Se.  Pwgee tyv emmentionter ein ote-= 








84TH Concress } HOUSE OF REPRESENTATIVES Report 
9d Session No. 2711 





AUTHORIZING CANADIAN VESSELS TO TRANSPORT COAL 
TO OGDENSBURG, N. Y. 





Juuiy 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 9874] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 9874) to authorize Canadian vessels to be 
employed in the coastwise transportation of coal to Ogdensburg, 
N. Y., having considered the same, report favorably thereon wit 
an amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause, and insert in lieu thereof 
the following: 
that until June 30, 1957, notwithstanding the provisions of law of the United 
States restricting to vessels of the United States the transportation of mer- 
chandise, directly or indirectly, from any port in the United States to another 

rt of the United States, Canadian vessels may transport coal to Ogdensburg, 

Yew York from other points in the United States, on the Great Lakes, or their 
connecting or tributary waters. 

This bill would permit until June 30, 1957, vessels of Canadian 
seaeiny. t transport coal to Ogdensburg, N. Y., from other points 
in the United States on the Great Lakes or their connecting or tribu- 
tary waters, notwithstanding the prohibition against the operation of 
foreign vessels in the coastwise trade of the United States contained 
in section 27 of the Merchant Marine Act of 1920, as amended. 

Throughout World War II a shortage of ualified American vessels 
made it necessary to employ Canadian vessels to transport coal in the 
Great Lakes coastwise trade in order to insure continuous winter 
supplies for the use of the St. Lawrence State Hospital, a mental in- 
stitution of the State of New York. This was accomplished under 
the Treasury Department’s wartime waiver authority which expired 
in 1947. Subsequently, the act of June 30, 1950 (Public Law 591, 
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81st Cong.), gave congressional sanction to the use of Canadian vessels 
for coal transportation to Ogdensburg during that year. . Since that 
time the situation has not improved materially, and United States-flag 
vessels of the type required for shipment to Ogdensburg are presently. 
unavailable. Facilities at this port require self-unloading vessels of a 
maximum displacement of about 4,000 tons. The only such vessels 
available are under the Canadian flag. 

In addition, in the committee’s hearing on the bill the author of 
the bill testified that this movement has always been by boat. _More- 
over, rail service is inadequate, and, in fact, the New York Central is 
presently petitioning to withdraw its branch-line service to Ogdens- 
burg. 

In view of all the circumstances, including the need for getting in 
the winter supplies as soon as possible, your committee favorably 
reports the bill with an amendment which would limit the suspension 
of the coastwise laws for this purpose to the current fiscal year. 
Evidence before the committee showed that efforts had been made 
early in the year to arrange with American flag operators with suitable 
vessels to handle the movement of coal, but the one company which 
has such a vessel and has earried the coal in the past, was not able to 
carry the movement this vear. 

Inquiry was made of the various American shipping associations and 
the Association of American Railroads to determine whether there was 
objection to the bill. The railroads expressed no objection, in view 
of the fact that movement had been traditionally waterborne. The 
shipping associations stated their opposition to the principle embodied 
in the bill as introduced, and recommended that if it should be acted 
upon, it should be narrowly restricted to take care of the particular 
hardship involved. Your committee concurs in the view expressed 
by the Lake Carriers’ Association that the suspension of the coastwise 
laws should not be encouraged, since it would be a deterrent in the 
pei of a strong American-flag merchant marine in the domestic 
trades. 

For the special reasons existing in this particular situation, your 
committee unanimously recommends the enactment of this bill as 
reported. 

The Departmental reports are as follows: 


Treasury DEPARTMENT, 

Washington, May 28, 1956. 
Hon. Hersert C. Bonner, 

Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: Reference is made to your request of 
March 14, 1956, for the views of this Department on H. R. 9874, a 
bill to authorize Canadian vessels to be employed in the coastwise 
transportation of coal to Ogdensburg, N. Y. 

The proposed legislation would permit vessels of Canadian registry 
to transport coal to Ogdensburg, N. Y., from other points in the 
United States on the Great. Lakes on their connecting or tributary 
waters under annual permits issued by this Department notwith- 
standing the prohibition against such use contained in section 27 of 
the Merchant Marine Act, 1920, as amended. paige 

Throughout World War II, a shortage of qualified American 
vessels made it necessary to employ Canadian vessels to transport 


Sore 





AUTHORIZE CANADIAN VESSELS TO TRANSPORT COAL 3 


coal coastwise in order to insure continuous winter supplies for the 
use of the St. Lawrence State Hospital, a mental institution of the 
State of New York. This was accomplished under the Department’s 
wartime waiver authority which expired in 1947. Since that time a 
succession of Canadian vessels have transported coal from other 
United States points to Ogdensburg. Section 5 of the act of June 30, 
1950 (Public Law 591, 81st Cong.) gave congressional sanction to use 
Canadian vessels in 1950. The supplier has plead consistently that 
the violations were occasioned by the lack of qualified American 
bottoms. 

While substantial relief has been granted to date from forfeiture 
penalties assessed against the coal cargoes, the Department is of the 
view and has so informed the supplier that continued leniency may 
not be granted without creating an exception to the coastwise laws 
by administrative action. The necessity for a congressional determi- 
nation of policy in the light of all the facts is thus apparent. 

If the bill is enacted as written, the Department proposes to give 

ublic notice to American vessel operators before any annual permit 
isissued. From an administrative point of view, the Department has 
no objection to the bill. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
Davin W. Kenpatt, 
Acting Secretary of the Treasury. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 23, 1956. 
Hon. Herpert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Bonner: This responds to your request for the views 
of this Department on H. R. 9874, a bill to authorize Canadian 
vessels to be employed in the coastwise transportation of coal to 
Ogdensburg, N. Y. 

We recommend that the bill be enacted. 

Section 27 of the act of June 5, 1920 (41 Stat. 999), as amended 
(46 U.S. C., see. 883), prohibits, in general, the transportation of goods 
over water between points in the United States in vessels other than 
those built in the United States and documented under the laws of the 
United States. H. R. 9874 would provide that, notwithstanding this 
general prohibition, the Secretary of the Treasury, or his designee, be 
permitted to issue permits to Canadian vessels to transport coal from 
points in the United States on the Great Lakes, or on their connecting 
or tributary waters, to Ogdensburg, N. Y. This authority could be 
utilized until vessels of the United States shall be available for such 
transportation. ; 

We are informed that the number of small-draft vessels of United 
States registry available at the present time for the movement of 
coal by water to the Ogdensburg, N. Y., area is limited and is insuffi- 
cient to meet the current demand for transportation facilities. The 
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utilization of Canadian vessels would aid in maintaining a regular 
movement of coal, which would be of material benefit to producers 
and consumers alike. Accordingly, enactment of H. R. 9874 would 
appear to be desirable. 
he Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 





Tue Secretary oF CoMMERCE, 
Washington, June 15, 1956. 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Cratrman: This letter is in reply to your request of 
March 14, 1956, for the views of this Department on H. R. 9874, a 
bill to authorize Canadian vessels to be employed in the coastwise 
transportation of coal to Ogdensburg, N. Y. 

This bill would authorize the Secretary of the Treasury, or his 
designee, to issue annual permits to Canadian vessels to transport coal 
to Ogdensburg, N. Y., from other points in the United States on the 
Great Lakes or their connecting waters, until such time as United 
States vessels shall be available for that purpose. Section 27 of the 
Merchant Marine Act, 1920, as amended (46 U.S. C. 883), prohibits 
the transportation of merchandise by water, or by land and water 
between points in the United States including Territories and posses- 
sions embraced within the coastwise laws, except in domestic built 
and documented vessels. 

Unless it can be established to the satisfaction of the Congress that 
the prevailing situation in regard to the transportation of coal to 
Ogdensburg, N. Y., justifies the enactment of such legislation, this 
Department would recommend against enactment of H. R. 9874. In 
the event that sufficient justification for such a waiver is determined to 
exist this Department would recommend that such legislation be 
enacted on a temporary basis only. 

Statistics relative to yearly lakewise receints of coal at Ogdens- 
burg for the period from 1950 through 1954 show a general decrease 
from about 101,000 tons to about 46,000 tons. Statistics are not 
available for the 1955 season, nor is the quantity that is expected 
to be handled in the coming 1956 season indicated. If the decrease 
that occurred during 1950-54 should continue, the need for carrying 
capacity would be substantially reduced. 

he protective policy which restricts coastwise trade to United 
States domestic-built and citizen-owned vessels is so basic a legislative 
principle in the merchant-marine laws that the Department of 
Commerce considers that such a broad general waiver of existing law 
with administrative discretion should not be approved unless there 
is clear necessity shown, and United States-flag vessels cannot supply 
the needed transportation. No such administrative waivers have 
been authorized, except under wariine conditions, and then only for 
limited periods of time. 
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In the event that the prevailing situation justifies a waiver of the 
coastwise laws, this Department would interpose no objection to 
enactment of H. R. 9874, if amended to provide for a waiver during 
the current season. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your 
committee. 

Sincerely yours, 
Water WILitaMs, 
Acting Secretary of Commerce. 





DEPARTMENT OF THE Navy, 
OrricE oF THE JupDGE ApvocaTE GENERAL, 
Washington, D. C., May 26, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrman: Your request for comment on H. R. 
9874, a bill to authorize Canadian vessels to be employed in the coast- 
wise transportation of coal to Ogdensburg, N. Y., has been assigned 
to this Department by the Secretary of Defense for the preparation 
of a report thereon expressing the views of the Department of Defense. 

This bill would authorize Canadian vessels to be employed in the 
coastwise shipment of coal to Ogdensburg, N. Y. At the present time 
and for the foreseeable future, considerable difficulty is expected in the 
movement and shipment of coal by vessel to this port. It is under- 
stood from one large coal supplier that United States-flag vessels 
required for shipment to Ogdensburg are presently unavailable. 
Facilities at this port require self-unloading vessels of a maximum 
displacement of about 4,000 tons. The only such vessels available 
are under the Canadian flag. 

However, since there are no military requirements for coal in this 
area, the Department of the Navy, on behalf of the Department of 
Defense, refrains from further comment or recommendation on H. R. 
9874. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau 
of the Budget that there would be no objection to the submission of 
this report to the Congress. 

Sincerely yours, 
W. R. SHeEeEtry, 
Rear Admiral, USN. 
Acting Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


There are no changes in existing law. 


O 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES {(  Reporr 
2d Session No. 2712 





PROVIDING FOR THE RECONVEYANCE OF CERTAIN 
LANDS IN THE WHITNEY RESERVOIR PROJECT, TEXAS, 
TO FORMER OWNERS OF SUCH LANDS 





Juty 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 160) 


The Committee on Public Works, to whom was referred the bill 
(H. R. 160) to provide for the reconveyance of certain lands in the 
Whitney Reservoir project, Texas, to former owners of such lands, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the Pill do pass. 

The amendments are as follows: 

Page 1, strike out lines 3 through 6 and insert in lieu thereof the 
following: 


That (a) in order to provide for certain adjustments in the 
lands or interests in land heretofore acquired for the Whitney 
Reservoir project, Texas, to conform such acquisition to a 
lesser estate in lands now being acquired to complete the 
real-estate requirement of the project, the Secretary of the 
Army is authorized to reconvey any such land or interests in 
land heretofore acquired to the former owners of such land. 

Page 1, line 8. strike the word “public” and insert in leu the word 
“project”, 
Page 3, line 6, add the following new sentence: 


In addition, the cost of any surveys or boundary markings 
necessary as an incident of such reconveyance shal! be borne 
by the grantee. 


Page 3, beginning on line 24, strike out all after the words “Sec. 3” 


down to and including line 3 on page 4, end insert in lieu thereof the 
following: 
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proceeds ‘rom reconveyances made under this Act shall be 
covered into the Treasury of the United States as miscella- 
neous receipts. 


Amend the title so as to read: 


A bill to provide for adjustments in the lands or interests 
therein acquired for the Whitney Reservoir project, Texas, 
by the reconveyance of certain lands or interests therein to 
the former owners thereof, 


PURPOSE OF THE BILL 


The purpose of H. R. 160 is to provide for adjustments in the lands 
or interests therein acquired for the Whitney Reservoir project in 
Texas by the reconveyance of certain lands or interests therein to the 
former owners thereof. 


GENERAL STATEMENT 


The Department of the Army is acquiring approximately 53,000 
acres of land for the Whitney Reservoir on the Brazos River in Texas 
as authorized by the act of Congress approved August 18, 1941 
(55 Stat. 642). The acquisition of more than 20,000 acres through 
purchase transactions has been completed and, in addition, title to 
approximately 32,000 acres has been vested in the United States 
through condemnation proceedings, some of which have not progressed 
to the determination of just compensation and the entry of final 
judgment. 

In order to restrict the land ownership requirements of reservoir 
projects to the minimum area essential to their construction, opera- 
tion, and maintenance, the Department of the Army has revised its 
land acquisition policy so as to place greater emphasis on the acquisi- 
tion of flowage easements instead of fee title, wherever feasible. The 
committee is advised that this policy is being applied in the acquisition 
of land for new projects and in the completion of land acquisition 
requirements for the Whitney Reservoir. In addition, action is under- 
way, in appropriate cases, to amend pending condemnation proceed- 
ings as authorized by the act of Congress approved October 21, 1942 
(56 Stat. 797) to provide for the taking of such lesser estate as will 
conform to the revised policy and will be compatible with project 
requirements. On the other hand, the Secretary of the Army soe 
not have authority to adjust in a similar manner the acreage or title 
interest in lands acquired either through purchase transactions or 
condemnation proceedings in which final judgment has been entered. 

Enactment of H. R. 160 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyance to former 
owners of lands or interests therein, which the current development 
status of the project indicates may be feasible. The proper exercise 
of this authority will serve ty bring about the desired adjustments in a 
manner fair and reasonable, both to the owners of lands being acquired 
through condemnation proceedings and to owners of lands that have 
been acquired heretofore chtousll purthaes transactions and at the 
same time preserve the objectives of the Federal Property and Admini- 
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stration Services Act of 1949, as amended, and the policies and 
procedures employed in its administration. 

The committee was informed that the Department of the Army has 
no objection to enactment of this legislation. The amendments to 
the bill were approved at the department’s suggestion. The com- 
mittee recommends favorable action by the Congress. 


O 


























84TH ConGress } HOUSE OF REPRESENTATIVES { Reporr 
9d Session No. 2713 





AUTHORIZING THE APPROPRIATION OF $5 MILLION TO BE SPENT 
FOR T1 E PURPOSE OF PROMOTING THE PAN-AMERICAN GAMES 
TO BE HELD IN CLEVELAND, OHIO 





Juny 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Zasuocki, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H. R. 12033) 


The Committee on Foreign Affairs, to which was referred the bill 
(H. R. 12033), to authorize the appropriation of $5 million to be 
spent for the pur ose of promoting the Pan-American games to be 
held in Clevelan i, Ohio, having considered the same, report favorably 
thereon with amendments and unanimously recommend that the bill 
as amended 0 pass. 

The amendments are as follows: 

On page 1, line 4, strike out “to the” through the word “discretion” 
on line 6, and insert in lieu thereof 


the sum of $5,000,000 for the III Pan-American games 
(1959). The said appropriation shall be available 


On page 1, line 8, strike out ‘1959.’’, and insert the following: 


1959, ard shall be expended in the discretion of the organi- 
zation sponsoring said games subject to such audit as may 
be prescribed by the Comptroller General of the United 
States, 


BACKGROUND 


H. R. 12033, introduced by the Honorable Frances P. Bolton, 
authorizes an appropriation of $5 million to be available for the 
purposes of promoting and insuring the success of the Pan-American 
games to be h-ld in Cleveland, Ohio, in 1959. It is identical with the 
provisions of H. R. 12023, H. R. 12036, and Senate Joint Resolution 
186, introduecd on June 28, 1956, by Hon. Michael A. Feighan, Hon. 
William E. \ i.shall, and Senator George H. Bender of Ohio. A 
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similar measure, House Joint Resolution 670, was introduced on 
June 29 by Hon. Charles A. Vanik. Mr. Minshall, Mr. Feighan, and 
Mr. Vanik actively cosponsored the legislation before the Committee 
on Foreign Affairs. 

The Pan-American games are similar to the Olympic games, except 
that only nations of the Western Hemisphere participate. They have 
been held twice before in Buenos Aires in 1951 and Mexico City in 
1955. The Governments of Argentina and Mexico provided sub- 
stantial financial support in the organization of the games in their 
capitals. The games to be held in Cleveland will be the first to be 
held in the United States. 


COMMITTEE ACTION 


The Committee on Foreign Affairs considered H. R. 12033 on July 3 
and again on July 12, and unanimously ordered the bill favorably re- 
ported. The committee was informed by the Department of State 
that— 


This occasion will provide our country with an opportunity 
to further promote pan-American friendship through the 
effective media of amateur sportsmanship. Our facilities, our 
hospitality and our treatment of the many visitors from 
abroad, both participants in the games and spectators, will 
be compared with that which was provided by Argentina 
and Mexico. It is important that this comparison not be to 
our discredit. Not only the foreigners coming to Cleveland, 
but the millions who will follow the games abroad by press, 
radio, and television will be apprised of the importance and 
attention our country gives these games. They can make a 
long-term contribution to our foreign policy objectives by 
creating a broader understanding of our country and people 
and our recognition of the importance of our good neighbors 
of this hemisphere. 

It is the position of the Department that this undertaking 
by the city of Cleveland to be host to the Pan-American 
Games in 1959 merits appropriate support from the Federal 
Government. It may be appropriate to point out that the 
National Governments of both Argentina and Mexico pro- 
vided substantial financial support in the organization of the 
games in their capitals. 


Mrs. Bolton, the author of the bill, informed the committee that it 
is estimated that approximately 2,600 athletes and officials will attend 
as games participants. Excluding operating expenditures of about 
$3 million (to be met by ticket sales, concessions, business contri- 
butions, etc.), the total funds required are estimated at approximately 
$10,300,000; $5,300,000 is to be provided by the city of Cleveland and 
the State of Ohio, and the remaining $5 million is requested from the 
Federal Government on a matching basis. 

The committee was informed that the holding of the Pan-American 
games in Cleveland will provide the United States with an oppor- 
tunity further to promote pan-American friendship through the 
effective media of amateur sportsmanship. On that occasion our 
hospitality, our facilities, and our treatment of the many visitors from 
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abroad, both participants in the games and spectators, will naturally 
be compared with that provided by Argentina and Mexico. It is 
important that this comparison not be to our discredit. Not only 
those foreigners coming to Cleveland but the millions who will be 
informed of the games by press, radio, and television, will be made 
aware of the importance and attention which our country gives to 
this event. 
COMMITTEE AMENDMENTS 


As introduced, the bill provided that the funds appropriated be 
expended at the discretion of the Secretary of State. At the sugges- 
tion of the Bureau of the Budget the committee amended the bill to 
provide that the funds be appropriated “for the II] Pan-American 
games (1959)” and “shall be expended in the discretion of the or- 
ganization sponsoring said games subject to such audit as may be 
prescribed by the Comptroller General of the United States’’. 


CONCLUSION 


The committee has been informed that the Cleveland Pan-American 
Games Foundation has already been organized pursuant to the recom- 
mendation of the Budget Bureau. The Department of State has em- 
phasized the importance with which it views “‘appropriate support”’ of 
this project by the United States Government. The information 
developed by the committee during its consideration of the bill con- 
firmed the recommendation of the Department. In the interest of 
pan-American friendship and the promotion of international good will 
among the nations of the Western Hemisphere, the committee recom- 
mends the enactment of this bill. 


O 
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84rH CoNaREss } HOUSE OF REPRESENTATIVES f Report 
2d Session No. 2714 





URGING THE CREATION OF AN INTERNATIONAL JURID- 
ICAL COMMISSION WITHIN THE FRAMEWORK OF THE 
NORTH ATLANTIC TREATY ORGANIZATION 





Jouty 13, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Dopp, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. J. Res. 668] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 668) to urge the creation of an International 
Juridical Commission within the framework of the North Atlantic 
Treaty Organization, having considered the same, report favorably 
thereon with an amendment and recommend that the joint resolution 
as amended do pass. 

The amendment is to the preamble, and is as follows: 

Amend the preamble by striking out the sixth clause (the next to 
_ clause in the preamble, appearing on p. 2) through the semicolon 
therein. 


PURPOSB 


The purpose of the joint resolution is to express the sense of the 
Congress urging the President and the Secretary of State to take 
immediate steps to cause the establishment of an International 
Juridical Commission within the framework of the North Atlantic 
Treaty Organization. 

In expressing the sense of the Congress that the establishment of 
such 5 Canntiiedon within the North Atlantic Treaty Organization is 
both necessary and timely, it outlines four functions which such a 
Commission would fulfill: 

(1) To document all available evidence on the crimes against 
humanity committed by the leaders of the international Communist 
conspiracy; P 
(2) To prevent those individuals implicated in such crimes from 
purging themselves of guilt by passing all responsibility to former 

ers of the conspiracy, now Pome 5 ae 

(3) To prevent the iracy of communism from cloaking itself 
with unwarranted respectability; and 
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(4) To reduce the dangers of a third world war. 
No appropriation of funds is involved. 


COMMITTEE ACTION 


House Joint Resolution 668 was introduced by the Hon. Thomas J, 
Dodd and referred to the Committee on Foreign Affairs on June 29, 
1956. The committee considered the measure in executive session on 
July 12 and unanimously ordered it favorably reported with the 
amendment noted. 

BACKGROUND 


Article 2 of the North Atlantic Treaty, establishing the North 
Atlantic Treaty Organization, provides as follows: 


The Parties will contribute toward the further develop- 
ment of peaceful and friendly international relations by 
strengthening their free institutions, by bringing about a 
better understanding of the principles upon which these 
institutions are founded, and by promoting conditions of 
stability and well-being. They will seek to eliminate con- 
flict in their international economic policies and will encourage 
economic collaboration between any or all of them. 


There is thus contained within the constituent framework of the 
North Atlantic Treaty Organization sufficient scope for expansion 
of function to include the establishment of the type of international 
juridical commission referred to in House Joint Resolution 668. 

uch a commission could do much to contribute— 


toward the further development of peaceful and friendly 
international relations by strengthening their free institu- 
tions, by bringing about a better understanding of the prin- 
ciples upon which these institutions are founded. 


EXPLANATION OF RESOLUTION 


The author of the joint resolution, in explaining the purpose of the 
measure on the floor of the House on July 2, 1956, outlined the reasons 
why the establishment of such a commission would serve our free 
institutions and the cause of peace in these words: 


* * * for many years leaders in the United States and 
elsewhere in the free world have been charging the Com- 
munist conspiracy with a wide range of crimes against 
humanity. Many of these charges involved crimes which, 
by their magnitude and cold cruelty, almost defied belief. 
Eye witnesses to these crimes who later escaped to freedom 
have added their testimony to support the charges made 
against the elite class of communism. Still others, who 
themselves were once Communists, have come forward to 
add more evidence to a record of crimes against humanity 
which knows no equal in history. 


- * * * mm 


The urgency for going ahead with this project is empha- 
sized by one of the speeches of Communist Party Boss 
Khrushchev at the 20th Congress of the Communist Party 
in which he charged Stalin with many terrible crimes. 
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Khrushchev by no means included all the crimes against 
humanity committed by the Communist leaders, but he 
erformed a real service when he testified that Stalin had 
oth directed and participated in crimes of mass violence, 
enocide, and political murder. But Communist Part; 
Son Khrushchev neglected to fill in a number of essentials 
which are important both for the record and for the judg- 
_— of all mankind. Here is some idea of what I mean by 

etails: 

First. What part did Khrushchev, Bulganin, Molotov, 
Zhukov, Mikoyan, Kaganovich, Voroshilov, and other Com- 
munist leaders play in the decision to carry out these crimes 
— humanity and the actual carrying out of the Stalin 
order? 

Second. Did not these same leaders of communism praise 
Stalin for his inhumanities and cloak them with deceptive 
phrases so as to keep the truth from the people of the world? 

Third. What acts of opposition, if any, to these crimes 
were engaged in by the Communist elite who now attempt 
to place all the blame for these terrible crimes upon Stalin 
and Beria? 

Fourth. Could Stalin and Beria alone have carried out this 
long list of crimes? If not, what action has been taken to 

unish all those who played the cruel game of tyranny with 
Stalin and Beria? 

Besides, Khrushchev neglected to even mention some of 
the worst crimes committed against humanity during the 
Stalin reign. Here are but a few of them: 

First. The deportation of 100,000 patriots from Estonia, 
Latvia, and Lithuania to Russian Siberia in the course of 48 
hours during the tragic days of June 13 to 14, 1941. It is 
an established fact that General Serov, now chief of Internal 
Security of the U.S. S. R., issued NK VD Order No. 001223 
which set in motion the mass arrests and deportation in the 
dead of night of these good people. But who were the 
higher ups authorizing this action and who were all the 
people who carried out its evil ends? For example, what 
part did Molotov, Vishinsky, or Malenkov play in these 
crimes? 

Second. The false arrest and forced deportation to the 
U.S. 8S. R. of over 100,000 Hungarians from their homelands 
in 1945-46, and the studied effort to liquidate all Hungarian 
leadership, such as that symbolized by Cardinal Mindszenty. 

Third. The slaughter in the Polish Home Army of patriots, 
which occurred when Moscow encouraged these patriots to 
rise up against the Nazis as the Red army approached 
Warsaw, and when the battle was at fever pitch the Red 
som 6 halted across the river from Warsaw. What part did 
Zhukov, as marshal of the Red army and actual field com- 
mander in that area, have in this cruel plot to destroy the 
Polish Home Army? 

Fourth. The manmade famine in the Ukraine during 
1932-33 which caused the death by starvation of 5 million 
Ukrainians at a time when the crops in that country were 
better than average. Molotov was then first secretary of 
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the Communist Party in Kiev, a oe that controls all 
that happens in Ukraine. Khrushchev was then a party 
functionary in the Ukraine, and a very zealous one. How 
could either of these men possibly escape responsibility for 
this terrible crime against humanity? 

Fifth. The calculated plan carried out in Slovakia to 
destroy all the leadership elements in the population and 1 
replace them with foreign Communists who are engaged in 
an effort to break the s = of the Slovak nation which ior 
1,000 years has struggled inst foreign occupation and 
for national independence. o are the Communist elite 
responsible for this crime? 

ixth. The slave-labor system of the Communist empire 
takes its manpower from every one of the nations under the 
heel of the Kremlin. Are not the present leaders of com- 
munism responsible for the enslavement and death of millions 
of people by permitting this system to persist? 

g venth. Armed aggression against non-Communist na- 
tions, causing death, maiming, and tragedy for millions of 
innocent people. Korea and Vietnam are the most recent 
examples of this type of crime against humanity. What part 
did Zhukov, as the leading military strategist of the Red 
army, play in mapping out the plans for these ruthless ag- 
gressions and for putting them in motion? Thousands of 
American mothers and fathers, whose sons died or were 
wounded in the defense of human freedom in these countries 
are entitled to the answer to this question. 

Again, Mr. Speaker, these are but a few of the major 
crimes committed by the Communist conspirators which 
should be fully recorded and documented by an international 
agency. 

There is a tendency these days to forget the true nature of 
communism. The Russians are engaged in an all-out 
campaign to confuse and dim the memory of free people on 
the real facts about life under communism. There are danger- 
ous signs of a softening up process emong free nations as the 
illusion of peace is advanced by the ‘Communists. Our 
basic free world alliance, the North Atlantic Treaty Organi- 
zation, has shown signs of weakening as the false belief 
spreads that danger of another war of aggression by the 

ommunists has passed. Many nations which up until 
recently have sought a neutral course in world affairs are 
now drifting into the Communist orbit. These are all 
danger signs for those who work and pray for peace because 
they can lead nowhere but to war—under conditions which 


would be favorable to the Communist conspiracy, 
* * * * * 


RECOMMENDATION 


the Secretary of State, as urged in the resolution. 


O 
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84TH CONGRESS HOUSE OF REPRESENTATIVES REportT 
2d Nession No. 2715 





CORRECTING INEQUITIES IN THE DISTRICT OF COLUM- 
BIA POLICE AND FIREMEN’S SALARY ACT OF 1953 





Jury 13, 1956.—Ordered to be printed 





Mr. Davis of Georgia, from the committee of conference, submitted 
the following 


CONFERENCE REPORT 


(To accompany H. R. 7380, 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7380) 
to amend the District of Columbia Police and Firemen’s Salary Act 
of 1953 to correct certain inequities, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the Senate recede from its amendment numbered 6. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 3, and 4, and agree to the same, 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment and, on page 2, line 7, of the House engrossed bill strike 
out “See. 3.” and in lieu thereof insert Sec. 2.; and the Senate agree 
to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment, 
as follows: 
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In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 3; and the Senate agree to the same. 


James C. Davis, 

JouHN Bett WILitaMs, 

Jort T. Broyui.u, 
Managers on the Part of the House. 

ALAN Brs.e, 

J. ALLEN Frear, Jr., 

J. GLENN BEALL, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7380) to amend the District of Columbia Police and 
Firemen’s Salary Act of 1953 to correct certain inequities, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

Amendment No. 1: This amendment strikes out the provision of 
the House bill which provides additional compensation for priwates 
in the Fire Department who are assigned to duty as acting sergeants. 
The House recedes. 

Amendment No. 2: This amendment strikes out the provision of 
the House bill which prevents certain inspectors in the Fire Depart- 
ment from counting, for the purpose of computing their entitlement 
to certain longevity increases, certain service occurring prior to the 
enactment of the District of Columbia Police and Firemen’s Salary 
Act of 1953. The Senate recedes with the appropriate change in the 
section number. 

Amendment No. 3: This amendment strikes out the provision of 
the House bill which provides for the assignment of 15 privates to 
duty as acting sergeants. ‘The House recedes. 

Amendment No. 4: This amendment strikes out the provision of the 
House bill which repeals the provisions of law granting authority for 
payment of additional compensation of $5 per month to outstandingly 
efficient police and firemen. The House recedes. 

Amendments Nos. 5 and 6: These are technical conforming amend- 
ments. The House recedes with an amendment on No. 5, and the 
Senate recedes on No. 6. 

James C. Davis, 

Joun Bett WILLIAMS, 

Jort T. Broyutiy, 
Managers on the Part of the House. 


3 


O 





























oe ~- ss “Ayers awe 
bptieateperaeeec pi ter icone ie Ge DuraeniahiSan nae wt oe 


84rH CONGRESS } HOUSE OF REPRESENTATIVES { Rerort 
2d Session No. 2716 





GRANTING THE CONSENT OF CONGRESS TO THE STATE OF NEW 
YORK TO NEGOTIATE AND ENTER INTO AN AGREEMENT OR 
COMPACT WITH THE GOVERNMENT OF CANADA FOR THE 
ESTABLISHMENT OF THE NIAGARA FRONTIER PORT AUTHOR- 
ITY WITH POWER TO TAKE OVER, MAINTAIN, AND OPERATE 
THE PRESENT HIGHWAY BRIDGE OVER THE NIAGARA RIVER 
BETWEEN THE CITY OF BUFFALO, N. Y., AND THE CITY OF FORT 
ERIE, ONTARIO, CANADA 





Juty 13, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rapwan, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. J. Res. 549] 


The Committee on Foreign Affairs, to whom was referred the 
joint resolution (H. J. Res. 549) having considered the same, report 
favorably thereon with amendments and recommend that the joint 
resolution as amended do pass. 

The amendments are as follows: 

On page 1, line 5, strike out the word “Dominion” and insert in 
lieu thereof the word “Government”. 

Amend the title so as to read: 


Granting the consent of Congress to the State of New 
York to negotiate and enter into an agreement or =. 
with the Government of Canada for the establishment of the 
Niagara Frontier Port Authority with power to take over, 
maintain, and operate the present highway bridge over the 
Niagara River between the city of Buffalo, New York, and 
the city of Fort Erie, Ontario, Canada. 


COMMITTEE ACTION 


This joint resolution was introduced by the Honorable Edmund 
P. Radwan and referred to the Committee on Foreign Affairs on 
February 16, 1956. The committee considered the resolution in 
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executive session on July 13 and unanimously ordered it reported 
favorably with the amendments noted. 

As Canada is no longer a dominion, the committee amended the 
title and the first section of the joint resolution by correctly referring 
to Canada as the “Government” of Canada instead of “Dominion” 
Canada. 

PURPOSE 


The measure grants the consent of the Congress to the negotiating 
and entering into of a compact or agreement making four provisions: 

(1) The establishment of the Niagara Frontier Port Authority in 
accordance with the laws of the State of New York; 

(2) The transfer of the operation, control, and maintenance of the 
Peace Bridge over the Niagara River between Buffalo, N. Y., and 
Fort Erie, Ontario, Canada, to the Niagara Frontier Port Authority; 

(3) The transfer of the property, rights, powers, and duties of the 
Buffalo and Fort Erie Public Bridge Authority acquired under prior 
legislation to the Niagara Frontier Port Authority; and 

(4) The consolidation of the Buffalo and Fort Erie Public Bridge 
Authority with the Niagara Frontier Port Authority and the termina- 
tion of the corporate existence of the Buffalo and Fort Erie Public 
Bridge Authority. 

No appropriation is involved in this measure. 


O 
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EFFECTING THE CONTROL OF NARCOTICS, BARBITU- 
RATES, AND DANGEROUS DRUGS IN THE DISTRICT 
OF COLUMBIA 





Juty 13, 1956.—Ordered to be printed 





Mr. AserNnetny, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 11320) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 11320) to 
effect the control of narcotics, barbiturates, and dangerous drugs in 
the District of Columbia, and for other purposes, having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the Senate recede from its amendments numbered 6 and 7. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 2, 3, 4, 5, 8, 9, 10, and 12, and agree to the 
same. 

That the title of the bill is amended to read as follows: ‘An Act to 
effect the control of narcotics and dangerous drugs in the District of 
Columbia, and for other purposes.” 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: committed prior to July 1, 1958; (2); and 
the Senate agree to the same. 

Tuos. G. ABERNETHY, 
Wooprow W. Jonss, 
A. L. MILuer, 

Managers on the Part of the House. 


Wayne Morse, 

ALAN BrIBuy, 

Roman L. Hruska, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 11320) to effect the control of narcotics, barbiturates, 
and dangerous drugs in the District of Columbia, and for other 
purposes, submit the following statement in explanation of the effect 
of the action agreed upon by the conferees and recommended in the 
accompanying conference report: 

Amendment No. 1: This amendment changes the short title. The 
House recedes. 

Amendment No. 2: This amendment is clerical. The House 
recedes. 

Amendment No. 3: The House bill provides that in some cases 
certain provisions of the bill will not apply to certain drugs if they 
contain other drugs which cause them to be essentially harmless. 
The Senate amendment clarifies this provision by inserting “drug or” 
before “drugs”. The House recedes. 

Amendment No. 4: This amendment is clerical. The House 
recedes. 

Amendment No. 5: The Senate amendment strikes the parenthetic 
phrase “including barbiturates or amphetamines’ which appears 
after “dangerous drugs’. The House recedes. 

Amendment No. 6: The House bill provides tnat prescriptions, 
orders, and records, required by section 206, and stocks of dangerous 
drugs shall be prema inspection to certain District of Columbia 
officers. The Senate amendment includes certain Federal officers 
among those to whom such items shall be open to inspection. The 
Senate recedes. 

Amendment No. 7: The House bill provides that certain drugs, 
and records relating to drugs, be open for inspection to District of 
Columbia officers whose duty it is to enforce the laws of the District 
of Columbia or of the United States relating to dangerous drugs. The 
Senate amendment would restrict the inspection of such subject 
matter to District of Columbia officers whose duty it is to enforce 
the laws of the District of Columbia and the laws of the United States 
applicable within the District of Columbia relating to dangerous 
drugs. The Senate recedes. 

Amendment No. 8: This amendment is clerical. The House 
recedes. 

Amendment No. 9: This amendment is clerical. "The House 
recedes. 

Amendment No. 10: The House bill amends section 341 of the 
Public Health Service Act to provide that certain data shall be 
furnished the Commissioners of the District of Columbia with respect 
to persons voluntarily submitting themselves for treatment pursuant 
to the provisions of such act and who at the time of their admittance 
to a Public Health Service hospital were residents of the District of 
Columbia. The Senate amendment would limit the furnishing of 
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such data to the Commissioners of the District of Columbia as to those 
persons who voluntarily submitted themselves for treatment pursuant 
to the provisions of section 341 of such act and who at the time of their 
admittance to a Public Health Service hospital were residents of the 
District of Columbia. The House recedes. 

Amendment No. 11: The House bill provides certain restrictions 
on admission of addicts to Public Health Service hospitals under 
section 345 (a) of the Public Health Service Act. The Senate amend- 
ment would further restrict admission of addicts to Public Health 
Service hospitals under section 345 (a) of such act by providing that 
no addict shall be admitted who was not committed prior to July 1, 
1958. The House recedes with a clerical amendment. 

— No. 12: This amendment is clerical. The House 
recedes. 


Tuos. G. ABERNETHY, 
Wooprow W. JonEs, 
A. L. MILuer, 

Managers on the Part of the House. 


O 
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SERVICEMEN’S AND VETERANS’ SURVIVOR BENEFITS 
ACT 





Juxy 16, 1956.—Ordered to be printed 





Mr. Harpy, from the committee of conference, submitted 
the following 


CONFERENCE REPORT 


[To accompany H. R. 7089] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7089) to 
provide benefits for the survivors of servicemen and veterans, and for 
other purposes, having met after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 16, 17, 18, 
19, 22, 23, 24, 25, 26, 27, 28, 29, 36, 37, 38, 102, 110, 146, 149, 152, 
157, 159, 160, 161, 162, 164, 165, 166, 167, 168, 171, 172, 173, 175, 
177, 180, and 182. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 4, 8, 9, 13, 14, 20, 21, 30, 31, 32, 33, 34, 35, 
39, 40, 41, 42, 43, 44, 45, 47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 57, 58, 
59, 60, 61, 62, 63, 64, 65, 66, 67, 68, 69, 70, 71, 72, 73, 75, 76, 78, 79, 
81, 82, 83, 84, 85, 86, 87, 88, 90, 91, 92, 93, 94, 95, 96, 97, 98, 99, 100, 
101, 103, 104, 105, 106, 107, 108, 109, 111, 112, 113, 114, 115, 116, 
117, 118, 119, 120, 121, 123, 125, 126, 127, 128, 129, 131, 133, 134, 
135, 136, 137, 138, 139, 141, 143, 145, 153, 154, 155, 163, 169, 170, 
174, 176, 178, 179, 183, 186, 187, 189, 190, 191, 192, 193, 194, 195, 
and 196, and agree to the same, 


Amendment numbered 2: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and in lieu thereof insert Sec. 405. Payment of benefits in 
certain cases of in-service or service-connected deaths.; and the Senate 
agree to the same. 
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Amendment numbered 3: 


That the House recede from its disagreement to the amendment of 
a Senate numbered 3, and agree to the same with an amendment as 
ollows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 406; and the Senate agree to the same, 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 407; and the Senate agree to the same, 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
Pe Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 408; and the Senate agree to the same, 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
pe Senate numbered 7, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 409; and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 410; and the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
bs Senate numbered 11, and agree to the same with an amendment as 
ollows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 411; and the Senate agree to the same. 


Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
pe Senate numbered 12, and agree to the same with an amendment as 
ollows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 412; and the Senate agree to the same. 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

On page 2 of the Senate engrossed amendments, in the matter fol- 
lowing line 6, strike out “Src. 602. Extension of insurance privileges.” 
and in lieu thereof insert Sec. 602. Renewal of term insurance.; and 
the Senate agree to the same. 
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Amendment numbered 46: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Src. 202. (a) j iin, and indemnity compensation shall be 
paid under this title to a widow at a monthly rate equal to $112 plus 
12 oa centum of the basic pay of her deceased husband. 

(b) If there are two or more children of a deceased pats who have not 
attained the age of eighteen, and the total of the monthly benefits to which 
the widow and children who have not attained the age of eighteen of such 
deceased person are or would, upon the filing of an application, be entitled 


un 

(1) section 405 of this Act, 

(2) section 202 of the Social Security Act (after reduction under 
section 203 (a) of such Act but without regard to the deduction 
provisions of such section 203), on the basis of such deceased person’s 
earnings, and 

(3) section 5 of the Railroad Retirement Act of 1937 (after re- 
duction under section 4 (i) and section 5 (h) of such Act), on the 
basis of such deceased person’s earnings, 

is less than the amount described in subsection (d), then the dependency 
and indemnity compensation paid monthly to the widow pursuant to 
subsection (a) of this section shall be increased by $25 for each child who 
has not attained the age of eighteen in excess of one. 

(c) The total of increases under subsection (b) shall, in any case, not 
exceed an amount equal to— 

(1) the amount described in subsection (d), less 

(2) the total of the monthly benefits to which such widow and such 
children who have not attained the age of eighteen are or would, 
upon the filing of an application, be entitled under— 

(A) section 405 of this Act, 

(B) section 202 of the Social Security Act (after reduction 
under section 203 (a) of such Act but without regard to the 
deduction provisions of such section 203), on the oni of the 
deceased person’s earnings, and 

(CQ) section 5 of the Railroad Retirement Act of 1937 (after 
reduction under section 4 (i) and section 5 (h) of such Act), 
on the basis of the deceased person’s earnings. 

(d) The amount referred to in subsections (b) and (ec) (1) is an amount 
equal to the total of the monthly benefits to which a widow and two children 
of a deceased person would be entitled under section 202 of the Social 
Security Act uf the deceased person’s average monthly wage had been 
$160 (after reduction under section 203 (a) of such Act but without 
regard to deduction provisions of such section 203). 

(e) The amount determined under subsection (a) shall, after increase 
(uf any) under subsection (b), be adjusted by the Administrator to the 
next higher dollar. The amount referred to in posers 2) (A) or (B) or 

ph (2) (C) of subsection (c) shall be determined by the Secreta 

of Health, Education, and Welfare, or the Railroad Retirement Board, 
as the case may be, and shall be certified to the Administrator upon his 


request. 
And the Senate agree to the same. 
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Amendment numbered 74: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 74, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and on page 22 of the House engrossed bill, in line 6, 
strike out ‘‘dependent’’ where it appears the second time; and the 
Senate agree to the same. 


Amendment numbered 77: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 77, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: Except as provided in paragraphs (3) and (4), 
no; and the Senate agree to the same. 

Amendment numbered 80: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 80, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and in lieu thereof insert the following: 

(3) In the case of a child who has applied for dependency and indemnity 
compensation pursuant to this section, and who is or becomes a beneficiary 
under the Servicemen’s Indemnity Act of 1951 by reason of the death 
giving rise to his eligibility for dependency and sivaletninity compensation, 
the Administrator shall determine and pay to such child for each month, 
or part thereof, payments under this title or under such Act, whichever 
payment he determines to be the greater amount. 

(4) Notwithstanding paragraph (2), where a child receives dependency 
and indemnity compensation under this title, and thereafter dies, the 
portion of servicemen’s indemnity in which such child had an interest 
may be paid (subject to paragraph (3)) to another child of the person by 
reason of whose death such servicemen’s indemnity was payable, 

And the Senate agree to the same. 


Amendment numbered 89: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 89, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: in the same parental line may not be paid to 
or on account of such child; and the Senate agree to the same. 


Amendment numbered 122: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 122, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and in lieu thereof insert the following: 
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PAYMENT OF BENEFITS IN CERTAIN CASES OF IN-SERVICE OR SERVICE- 
CONNECTED DEATHS 


Sec. 405. (a) In the case of any individual— 

(1) who dies after December 1956 and is not a fully and currently 
insured individual (as defined in section 214 of the Social Security 
Act) at the time of his death; and 

(2) whose death occurs— 

(A) while on active duty, active duty for training, or inactive 
duty training as a member of a uniformed service; or 

(B) as the result of a disease or injury which the Adminis- 
trator determines was incurred or aggravated in line of duty 
while on active duty or active duty for training, or an injury 
which the Administrator determines was incurred or aggravated 
in line of duty while on inactive duty training, as a member of 
a uniformed service after September 15, 1940, tf the Admin- 
istrator determines that such individual was discharged or 
released from the period of such active duty, active duty for 
training, or inactive duty training under conditions other than 
dishonorable; and 

(3) who leaves one or more survivors who are not entitled for any 
month to monthly benefits under section 202 of the Social Security 
Act on the basis of his wages and self-employment income but who 
would, upon application therefor, be entitled to such benefits if he 
had been both fully and currently insured at the time of his death; 

the Administrator shall pay for such month benefits under this section to 
each such survivor in an amount equal to the amount of the benefits which 
would have been paid for such month to such survivor under title II of the 
Social Security Act, of such individual had been both fully and currently 
insured at the time of his death and if such survivor had filed application 
therefor on the same date on which application for benefits under this 
section is filed with the Administrator. 

(b) The determination (other than a determination required by sub- 
section (a) (2)) as to whether any survivor described in subsection (a) (3) 
of a deceased individual would be entitled to benefits under section 202 
of the Social Security Act for any month and as to the amount of the 
benefits which would be paid for such month, if the deceased individual 
had been a fully and currently insured individual at the time of his death, 
shall be made by the Secretary of Health, Education, and Welfare, and 
shall be certified by him to the Administrator upon request of the Ad- 
ministrator. 

(c) Upon the basis of estimates made by the Secretary of Health, 
Education, and Welfare after consultation with the Administrator, the 
Administrator shall pay to the Secretary an amount equal to the costs 
which will be incurred in making determinations and certifications under 
subsection (b). Such payments shall be made with respcct to the costs 
incurred during such period (but not shorter than a calendar quarter) 
as the Secretary and the Administrator may prescribe. The amount 
payable for any period shall be increased or reduced to compensate for 
any underpayment or overpayment, as the case may be, of the costs in- 
curred in any preceding period. 

(d) Except with respect to determinations made under subsection (6), 
the Administrator shall prescribe such regulations as may be necessary 
to carry out the provisions of this section. 

And the Senate agree to the same, 
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Amendment numbered 124: 


That the House recede from its disagreement to the amendment of 
ee numbered 124, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 406; and the Senate agree to the same. 


Amendment numbered 130: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 130, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 407; and the Senate agree to the same. 


Amendment numbered 132: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 132, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 408; and the Senate agree to the same. 


Amendment numbered 140: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 140, and agree to the same with an amendment 
as follows: 

On page 15 of the Senate engrossed amendments, in line 5, strike 
= “408” and in lieu thereof insert 409; and the Senate agree to 

e same. 


Amendment numbered 142: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 142, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 410; and the Senate agree to the same. 


Amendment numbered 144: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 144, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 411; and the Senate agree to the same. 


Amendment numbered 147: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 147, and agree to the same with an amend- 
ment as follows: 

On page 17 of the Senate engrossed amendments, in line 1, strike 
out “411” and in lieu thereof insert 412; and the Senate agree to the 
same. 


Amendment numbered 148: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 148, and agree to the same with an amendment 
as follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment, omit the matter proposed to be inserted by the Senate 
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amendment, and on page 64 of the House engrossed bill, in line 9, 
—_ out “1956” and in lieu thereof insert 1957; and the Senate agree 
to the same. 


Amendment numbered 150: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 150, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

(b) Notwithstanding the provisions of subsection (a), no application 
for waiver of premiums may be made after December 31, 1956, except 
applications therefor filed pursuant to the first proviso of subsection (a). 

And the Senate agree to the same. 

Amendment numbered 151: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 151, and agree to the same with an amendment 
as follows: 

On page 20 of the Senate engrossed amendments, in line 19, strike 
out ‘(1)’? and, in lines 23, 24, and 25, strike out “, or (2) during a 
period of war or of any emergency involving hostilities proclaimed 
by the Congress or the President”; and the Senate agree to the same. 


Amendment numbered 156: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 156, and agree to the same with an amendment 
as follows: 

On page 23 of the Senate engrossed amendments, in line 1, strike 
out “(6)” and in lieu thereof insert (5); and the Senate agree to the 
same. 


Amendment numbered 158: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 158, and agree to the same with an amendment 
as follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment and— 

(1) on page 68 of the House engrossed bill, in line 17, strike 
out 1956” and insert 1957; 

(2) on page 68 of the House engrossed bill, in line 18, strike 
out 1956” and insert 1957; 

(3) on page 68 of the House engrossed bill, in line 23, strike 
out “1955” and insert 1956; 

(4) on page 69 of the House engrossed bill, in line 2, strike out 
1955” and insert 1956; 

(5) on page 69 of the House engrossed bill, in line 5, strike out 
1956” and insert 1957; 

(6) on page 69 of the House engrossed bill, in line 6, strike out 
“1956” and insert 1957; 

(7) on page 69 of the House engrossed bill, in line 8, strike out 
“1956” and msert 1957; : 

(8) on page 69 of the House engrossed bill, in line 22, strike 
out “1955” and insert 1956; 
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(9) on page 70 of the House engrossed bill, in line 13, strike 
out ‘‘1956” and insert 1957; 
(10) on page 71 of the House engrossed bill, in line 8, strike 
out “1956” and insert 1957; 
(11) on page 71 of the House engrossed bill, in line 9, strike 
out “1956” and insert 1957; 
(12) on page 71 of the House engrossed bill, in line 17, strike 
out “1956” and insert 1957; 
(13) on page 72 of the House engrossed bill, in line 11, strike 
out ‘1956” and insert 1957; and 
(14) on page 72 of the House engrossed bill, in line 12, strike 
out “1956” and insert 1957. 
And the Senate agree to the same. 


Amendment numbered 181: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 181, and agree to the same with an amendment 
as follows: 

On page 26 of the Senate engrossed amendments, beginning with 
line 4, strike out all through line 10 on page 27 of the Senate engrossed 
amendments, and on page 27 of the Senate engrossed amendments, 
in line 11, strike out “(r)” and insert in lieu thereof (u); and the 
Senate agree to the same. 


Amendment numbered 184: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 184, and agree to the same with an amendment 
as follows: 

In licu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: (8); and the Senate agree to the same. 


Amendment numbered 185: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 185, and agree to the same with an amendment, 
as follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment and, on page 78 of the House engrossed bill, in line 25, 
strike out ‘‘(10)” and in lieu thereof insert (9); and the Senate agree 
to the same. 


Amendment numbered 188: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 188, and agree to the same with an amendment 
as follows: 

In licu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


RENEWAL OF TERM INSURANCE 


Src. 602. (a) Subsection (f) of section 602 of the National Service 
Life Insurance Act of 1940 (88 U.S. C., sec. 802) is amended by striking 
out ‘and which is not lapsed” in the first proviso, and by adding immedi- 
ately after such proviso the following: “Provided further, That such re- 
newal shall be effected in cases where the policy is lapsed only in the event 
the lapse occurred not earlier than two months prior to expiration of the 
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term period, and reinstatement in such cases shall be under terms and 
conditions prescribed by the Administrator:’’. 

(b) The amendments made by subsection (a) shall be effective July 
23, 1958. 

And the Senate agree to the same. 


Porter Harpy, Jr., 

Our E. Teacue, 

Pau J. Kivpay, 

Rosert W. Kean, 

Witiiam H. Bates, 
Managers on the Part of the House. 


Harry F. Byrp, 

Watter F. GreonrGe, 

Rost. 5. Kerr, 

E. D. Mitiikrn, 

Epwarp ManrtTIN, 
Managers on the Part of the Senate. 




















STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7089) to provide benefits for survivors of servicemen 
and veterans, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon by the con- 
ferees and recommended in the accompanying conference report: 


TECHNICAL AND CLERICAL AMENDMENTS 


The following Senate amendments made technical, clerical, clarify- 
ing, or conforming changes (including changes made necessary to con- 
form to laws enacted after the bill passed the House in 1955): 2, 3, 4, 
5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 18, 19, 20, 21, 23, 25, 26, 28, 33, 34. 
35, 36, 44, 47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 57, 58, 59, 60, 61, 63. 
65, 68, 69, 70, 71, 72, 73, 74, 75, 76, 77, 86, 87, 88, 89, 90, 93, 94, 97, 
98, 99, 100, 114, 116, 120, 124, 130, 131, 132, 142, 143, 144, 147, 149, 
152, 154, 156, 159, 160, 161, 162, 163, 164, 165, 166, 167, 168, 169, 
170, 171, 172, 173, 175, 177, 180, 183, 184, 186, 187, 189, 190, 191, 
195, and 196. With respect to these amendments (1) the House either 
recedes or recedes with amendments which are technical, clerical, 
clarifying, or conforming in nature, or (2) the Senate recedes in order 
to conform to other action agreed on by the committee of conference. 


AMENDMENTS RELATING TO EFFECTIVE DATE 


The effective date of the bill as it passed the House was January 1, 
1956. The following Senate amendments either (1) establish January 
1, 1957, as the effective date of the bill, or (2) make conforming changes 
to reflect the January 1, 1957, effective date: 1, 30, 39, 40, 41, 43, 45, 
66, 67, 78, 81, 83, 84, 85, 92, 101, 115, 118, 119, 125, 126, 127, 128, 
133, 134, 135, 136, 137, 138, 139, 145, 174, 176, 178, 179, 192, 193, 
and 194. The House recedes. 


AMENDMENTS EXTENDING GRATUITOUS WAGE CREDITS 


The following Senate amendments (1) extend gratuitous wage 
credits of $160 per month for all persons in the military service 
between April 1, 1956, and December 31, 1956, or (2) make conforming 
changes in the Social Security Act to reflect this extension of the 
gratuitous wage credits: 105, 106, 107, 108, 109, 111, 112, 113, and 
121. The House recedes. 


AMENDMENTS RELATING TO PUBLIC HEALTH SERVICE AND COAST AND 
GEODETIC SURVEY 


The following Senate amendments eliminated commissioned officers 
of the Public Health Service and Coast and Geodetic Survey from the 
coverage of the bill under normal conditions of service: 16, 17, 22, 24, 
27, 29, 37, 38, 102, 110, 146, and 182. The Senate recedes. 
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OTHER SUBSTANTIVE AMENDMENTS 


Amendments Nos. 31 and 32: Under section 102 (6) (B) of the House 
bill, coverage is extended to members of Reserve components who 
are proceeding directly to or returning directly from active duty for 
training or inactive-duty training. In case any such reservist incurs 
a disability during such travel and dies from it within 120 days, the 
death gratuity provided by section 303 of the bill will be payable. 
The Senate amendments provide that determinations for purposes of 
section 303 of the bill with respect to these reservists shall be made by 
the Administrator of Veterans’ Affairs. The House recedes. 

Amendment No. 42: The House bill provided that the Secretary 
concerned shall certify to the Administrator of Veterans’ Affairs, 
upon request, the rank and years of service of deceased persons with 
respect to whose deaths applications for benefits are filed under 
title II of the bill. The Senate amendment provides that the Secre- 
tary shall certify the basic pay of the deceased person, and does not 
preclude certification of sis and years of service. The House 
recedes. 

Amendment No. 46: Section 202 of the House bill, in subsection 
(a), established the basic rate of payment of dependency and indem- 
nity compensation to a widow, and in subsection (b) provided for a 
supplemental payment from the Veterans’ Administration to a widow 
with two or more children where social security payments to her and 
the children are inadequate. For purposes of determining the number 
of children on whose account this payment would be made, the House 
bill provided for including children over 18 years if (1) helpless or 
(2) under 21 and attending school. The payment would have equaled 
$20 for each child in excess of 1, subject to an overall ceiling under 
which the supplemental payments combined with social-security 
payments could not exceed the amount which would have been pay- 
able under the Social Security Act if the deceased person had died 
fully and currently insured with an average monthly wage of $160. 

he Senate amendment increased the supplemental payment to 
$30 for each child in excess of 1, limited the children on whose account 
the payment could be made to children under the age of 18, provided 
for taking account of Railroad Retirement Act benefits in determining 
the supplement payable, and provided that the ceiling on payments 
under the Social Security Act (or the Railroad Retirement Act) and 
the supplemental payments should not exceed $128. 

The uss recedes with an amendment. Under the conference 
substitute, the supplemental payment is to be $25 for each child in 
excess of 1. The substitute also limits the children on whose account 
the payment can be made to children under the age of 18, takes 
Railroad Retirement Act benefits into account in determining the 
supplement payable, and provides that the supplemental payments, 
when combined with payments under the Social Security Act, the 
Railroad Retirement Act of 1937, and section 405 of the bill, shall not 
exceed the amount payable under the Social Security Act to a widow 
and 2 children emed upon an average monthly wage of $160. 


Amendment No. 62: Section 205 (g) of the House bill specified 
the items to be excluded by the Administrator of Veterans’ Affairs 
in determining income of a parent for purposes of establishing the 
dependency and indemnity compensation payable to the parent. 
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The Senate amendment provides that disability compensation payable 
by the Veterans’ Administration to a parent shall be excluded in 
determining such income. The House recedes. 

Amendment No. 64: The Senate amendment provides that lump- 
sum death payments under title II of the Social Security Act 
shall not be taken into account in determining income of a parent for 
purposes of establishing the dependency and indemnity compensation 
payable to the parent. The House recedes. 

Amendment No. 79: Section 206 (e) (1) of the House bill provides 
that persons now entitled to servicemen’s indemnity may not receive 
servicemen’s indemnity after being granted the new benefits from the 
Veterans’ Administration. The second sentence of this section pro- 
hibits payments to any beneficiary who has assigned his interest in 
servicemen’s indemnity after June 28, 1955. The Senate amendment 
prohibits such payments to any beneficiary who has assigned his 
interest in servicemen’s indemnity after June 28, 1956, the date the 
bill was reported to the Senate. The House recedes. 

Amendment No. 80: Section 206 (e) (3) of the House bill provided 
an exception to other provisions of the House bill prohibiting payment 
of servicemen’s indemnity to beneficiaries who had been granted the 
new benefits. This section was intended to provide (1) that where a 
child is eligible for the new benefits and (but for the receipt of the 
new benefits) would be entitled to payments of servicemen’s indem- 
nity in amounts greater than the new benefits, the child shall receive 
payments of indemnity, and (2) that one child could succeed to the 
rene rights of another child who has been granted the new 

enefits. 

The Senate amendment deleted this paragraph. The House re- 
cedes with an amendment, which clarifies the intent of this paragraph 
as it was adopted by the House, and makes it clear that children shall 
receive payments under either program of benefits, whichever is de- 
termined by the Administrator to be more beneficial to the child for 
the period involved. The amendment also restores the provisions of 
the House bill under which a child can succeed to the rights of another 
child to indemnity, where the latter child has been granted the new 
benefits and thereafter dies. 

Amendment No. 82: The House bill provided that the effective 
date of awards of the new benefits from the Veterans’ Administration 
would be the same as is provided in other laws administered by the 
Veterans’ Administration. 

The Senate amendment provides that in certain cases children’s 
benefits should be paid retroactively to the date their entitlement 
arose, and in all other cases should be paid effective as of the date of 
application. The House recedes. 

Amendment No. 91: The House bill provides that new benefits 
shall be exempt from taxation, and claims of creditors, and not subject 
to attachment or seizure. 

The Senate amendment provides that the new benefits shall not be 
exempt from levy under the Internal Revenue Code of 1954 for col- 
lection of unpaid taxes. The Senate amendment makes the new bene- 
fits subject to the same provisions of law as apply in the case of all 
other veterans’ benefits. The House recedes. 

Amendment No. 95: The House bill provided that certifying or 
disbursing officers should not be liable for erroneous payments or over- 
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payments of the death gratuity in certain cases. ‘The Senate amend- 
ment deletes this provision from the House bill. ‘The House recedes. 

Amendment No. 96: The House bill provided authority for the 
Secretary concerned to waive recovery of erroneous payments or 
overpayments of the death gratuity when such recovery would be 
against equity and good conscience. 

he Senate amendment deletes this provision from the House bill. 
The House recedes. 

Amendments Nos. 103 and 104: The House bill provided a continu- 
ation of the present provision in the Social Security Act under which 
applications for lump-sum death payments in cases where an indi- 
vidual dies overseas in the active military or naval service of the United 
States and is returned to the United States for interment or reinter- 
ment may be filed within 2 years after such interment or reinterment, 
instead of having to be filed within 2 years of the date of death. 

The Senate amendment extends this provision to apply to deaths 
occurring after March 31, 1956, the date of expiration of the provisions 
of existing law on this subject. The House recedes. 

Amendment No. 117: The House bill provided that in cases where 
the widow or child is entitled to an annuity under the Civil Service 
Retirement Act, such annuity is based in part on military service, 
and but for the receipt of such annuity, the widow (or child, as appro- 
priate) could receive social-security benefits, the widow or child or 
children of the deceased person could waive their civil-service annuity 
and receive social-security benefits. The Senate amendment specifies 
the persons who may make the waiver on behalf of children, and 
— that any waiver of civil-service benefits must be made by all 
children, and the widow (if there is one) in order for the waiver to be 
effective as to any of them. ‘The House recedes. 

Amendment No. 122: The House bill, in section 405, provided that 
every person dying after the effective date of the bill (1) in the military 
service, or (2) from a service-connected disability incurred or aggra- 
vated after September 15, 1940, should be deemed, for the purposes 
of the Social Security Act, to have died fully and currently insured. 
The Senate amendment deleted this provision from the bill. 

The House recedes with an amendment. The conference substitute 
provides that where an individual dies under the circumstances listed 
above, and does not die both fully and currently insured for purposes 
of the Social Security Act, the Administrator of Veterans’ Affairs shall, 
upon application, make monthly payments to the survivors of the 
deceased individual, not otherwise eligible for payments under the 
Social Security Act on the individual’s wage record, in the same 
amounts as would have been payable to them under the Social Security 
Act of such individual had died fully and currently insured. If the 
individual did not die fully and currently insured, the Secretary of 
Health, Education, and Welfare will determine the amount of bene- 
fits which would have been payable under the Social Security Act, 
had he died so insured, to the survivors by whom or on whose behalf 

the application was filed and who are not eligible for such benefits, 
and wil, upon request of the Administrator, certify monthly to the 


Administrator of Veterans’ Affairs the amounts so etermined. The 
Administrator will then pay the amounts so certified to or for such 
survivors. 
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The amendment also authorizes the Administrator of Veterans’ 
Affairs to make necessary regulations for the administration of the 
section, and provides for advance payments by him to the Secretary 
of Health, Education, and Welfare to defray costs incurred in making 
determinations and certifications under subsection (b) of this section. 

Amendment No. 123: The House bill provided that in certain cases 
involving totally disabled individuals whose disability is service- 
connected, the requirements of the Social Security Act with respect 
to the number of quarters of coverage needed by such individual (but 
for the provisions of the House bill) to qualify for the “disability 
freeze” under the Social Security Act should not be applicable. 

The House bill also provided that individuals dying before the 
effective date of the bill (1) in the military service or (2) from a service- 
connected disability incurred or aggravated after September 15, 1940, 
should be deemed, for purposes of the Social Security Act, to have 
died fully and currently insured. 

The Senate amendment deletes these provisions from the House 
bill. The House recedes. 

Amendment No. 129: The House bill provided for reimbursement 
of the old-age and survivors’ insurance trust fund for its additional 
costs arising out of the provisions of the House bill under which indi- 
viduals dying in service or from service-connected causes would be 
deemed to have died fully and currently insured for purposes of the 
Social Security Act, whether or not such individuals had sufficient 
quarters of coverage to be fully and currently insured, or to meet the 
insured status requirements for purposes of the “disability freeze’ 
under title II of that act. 

The Senate amendment deleted this provision from the House bill. 
In view of the action of the conference with respect to amendments 
Nos. 122 and 123, the provisions of the House bill relating to reim- 
bursement of the trust fund are unnecessary. The House recedes. 

Amendment No. 140: The House bill provided that military 
service rendered after the effective date of the bill should not be 
counted in the computation of survivor annuities under the Civil 
Service Retirement Act for months with respect to which a social 
security survivor benefit is payable. 

The Senate amendment, which was recommended by the Civil 
Service Commission, includes the same provisions with respect to 
survivors, and adds a provision that military service rendered after 
the effective date of the bill shall not be creditable to any individual 
for purposes of retirement annuities under the Civil Service Retire- 
ment Act for any month with respect to which an old-age insurance 
benefit is payable under the Social Security Act. The House recedes 
with a clerical amendment. 

Amendment No. 141: The House bill provided for certain deter- 
minations to be made by the Administrator of Veterans’ Affairs 
under the provisions of the House bill establishing a presumed insured 
status under the Social Security Act for individuals dying in service 
or service-connected deaths. Amendments Nos. 122 and 123 delete 
these provisions from the House bill. In view of the action of the 
conference with respect to Amendments Nos. 122 and 123, this provi- 
sion of the House bill is unnecessary. The House recedes. 

Amendment No. 148: The House bill provides that no national 
service life insurance shall be granted after the effective date of the 
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bill under section 621 of the National Service Life Insurance Act of 
1940 except pursuant to applications filed before the effective date of 
the bill. The Senate amendment deleted these provisions of the 
House bill, and would have authorized the granting of such insurance 
under such section 621. The Senate amendment also provided for 
liquidation of the present revolving fund established for insurance 
granted under such section 621. 

The House recedes with an amendment, which deletes the matter 
proposed to be inserted by the Senate amendment, and restores the 
original provisions of the House bill with a technical amendment 
required by the change in the effective date of the bill. 

endment No. 150: The House bill provided that no waiver of 
remiums could be granted under section 622 of the National Service 
Life Insurance Act of 1940 after the effective date of the bill. 

The Senate amendment deleted the provisions of the House bill, 
and inserted new language, which would have precluded the waiving 
of premiums under that section after December 31, 1956, except in 
certain cases involving members of the Armed Forces missing in 
action, and during periods of war or emergency involving hostilities. 

The House recedes with an amendment. Under the conference 
substitute, no application for waiver of premiums made after the effec- 
tive date of the bill shall be effective, except applications made in the 
case of members of the Armed Forces who are missing in action. 

Amendment No. 151: The House bill provided that where indi- 
viduals die on or after May 1, 1956, having in effect a policy of na- 
tional service life insurance under waiver of premiums, the new 
Veterans’ Administration benefits may not be paid to his survivors, 
but the old benefits should be payable. 

The Senate amendment retains these provisions of the House bill, 
but only with respect to deaths occurring on or after May 1, 1957, 
and provides that these provisions of the bill should not apply in the 
case of deaths of persons having insurance under waiver of premiums 
(1) while they are missing in action, or (2) during any period of war 
or emergency involving hostilities. 

The House recedes with an amendment. Under the conference 
substitute the provisions of the Senate amendment are retained 
deleting, however, those provisions authorizing payment of the new 
benefits where an individual dies during war or emergency having 
insurance in force under waiver of premiums. 

Amendments Nos. 153 and 155: The House bill added a new section 
623 to the National Service Life Insurance Act of 1940, preserving 
the right of individuals in the active service on the effective date of 
the bill to reinstate surrendered permanent plan national service life 
insurance or to obtain new term insurance where national service life 
insurance on the term plan had expired during their active service. 
The proposed new section 623 also contained provisions protecting 
insurance rights of persons discharged from the active service before 
the effective date of the bill. 

The Senate amendment authorizes individuals in the active service 
whose insurance so expired or was surrendered before January 1, 1957, 
to reinstate their permanent plan insurance, or be granted! new term 
insurance, while continuing in the active service, as well as during 
the 120-day period thereafter. The Senate amendment would apply 
to persons discharged before as well as after the effective date of the 
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bill. The amendment also provides that the excess costs arising out 
of insurance granted under this section should be paid from the na- 
tional service life insurance appropriation, thereby reflecting changes 
in the law made by Public Law 194, 84th Congress, enacted after 
passage of the House bill. Since amendment No. 153 would protect 
insurance rights of persons discharged before the effective date of the 
bill, the provisions of the House bill with respect to these persons are 
unnecessary. The House recedes on both amendments. 

Amendment No. 157: This amendment inserted a provision in the 
bill to protect insurance rights of certain commissioned officers of the 
Public Health Service and Coast and Geodetic Survey, which was 
necessary in view of the Senate amendments deleting these officers 
from full coverage under the bill. 

In view of the conference action restoring these officers to coverage 
psoas the bill, amendment No. 157 is unnecessary. The Senate 
recedes. 

Amendment No. 158: The House bill amended the Public Health 
Service Act, the act of May 22, 1917, and the Federal Employees 
Compensation Act, so as to provide coverage under the bill to com- 
missioned officers of the Public Health Service and Coast and Geodetic 
Survey; made a technical amendment to the Federal Employees 
Group Life Insurance Act of 1954 made necessary by the repeal of 
the Servicemen’s Indemnity Act of 1951; and authorized recomputa- 
tion of benefits under the Social Security Act in certain cases involvin 
commissioned officers of the Public Health Service and the Coast an 
Geodetic Survey, or their survivors, who might be entitled to greater 
benefits under the Social Security Act by reason of the provisions of 
the House bill. 

The Senate amendment deleted these provisions from the House 
bill. The House recedes with an amendment, which restores to the 
bill the matter deleted by the Senate amendment, with amendments 
making the effective date of these provisions the same as the effective 
date of the bill. 

Amendment No. 181: The House bill repealed the Servicemen’s 
Indemnity Act of 1951. Senate amendment No. 185 struck out this 

rovision of the House bill, but Senate amendment No. 181 would 
nave suspended the operation of such act so that it would be applicable 
only in time of war or emergency involving hostilities. Senate amend- 
ment No. 181 also contained a provision under which the effective 
date of awards of veterans’ benefits shall be the date of application for 
correction of a military or naval record under section 207 of the 
Legislative Reorganization Act of 1946, where eligibility for such 
benefits is restored solely by reason of such correction. 

The House recedes with an amendment. Under the conference 
agreement the provisions of the Senate amendment making the 
Servicemen’s Indemnity Act of 1951 applicable in time of war or 
emergency involving hostilities are deleted, and the provision of the 
Senate amendment relating to effective dates of awards are retained. 

Amendment No. 185: The House bill repealed the Servicemen’s 
Indemnity Act of 1951; the Senate amendment deleted this provision 
from the bill. The House recedes with an amendment. Under the 
conference agreement this provision of the House bill is restored with 
a clerical change. 
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Amendment No. 188: The Senate amendment added to the bill a 
rovision under which World War Ii veterans could have obtained 
insurance under section 602 of the National Service Life Insurance 
Act of 1940, if application was made within 1 year after the effective 
date of the bill, and authorized veterans of service after April 25, 
1951, to be granted insurance under section 620 or 621 of the National 
Service Life Insurance Act of 1940 if application was made within 
1 year after the effective date of the bill. 

The House recedes with an amendment. The conference substitute 
amends the National service Life Insurance Act of 1940 so as to 
authorize certain of the persons covered by the Senate amendment 
to reinstate their term insurance, by removing, effective as of July 
23, 1953, the existing bar to the automatic renewal of term policies 
of national service life insurance which lapse in the 59th or 60th 
month of the term. 


Porter Harpy, Ir., 

Ourn E. Teacue, 

Paut J. Kinpay, 

Rosertr W. Kean, 

WituraM H. Barss, 
Managers on the Part of the House. 
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84111 Conaress HOUSE OF REPRESENTATIVES ReEporr 
9d Session No. 2719 





TERMINATING THE EXISTENCE OF THE INDIAN 
CLAIMS COMMISSION 





Jury 16. 1956 —Ordered to be printed 





Mr. Ha ey, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 5566) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5566) 
to terminate the existence of the Indian Claims Commission, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the Senate recede from its amendment numbered 1. 

That the House recede from its disagreement to the amendment 
of the Senate numbered 2, and agree to the same. 


James A. HAtey, 
Geo. A. SHUFORD, 
Ep EpMonpson, 
Jack WESTLAND, 
James B. Urrt, 

Managers on the Part of the House. 
Josepu C. O’MaAHoNeEY, 
Cunton P. ANDERSON, 
Dick L. NEUBERGER, 
Artuur V. WarTKINs, 
Barry GOLDWATER, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on amendments of the Senate to 
the bill (H. R. 5566) to terminate the existence of the Indian Claims 
Commission, established by the act of August 13, 1946 (60 Stat. 1049, 
1055; 25 U.S. C. 70v), submit the following statement in explanation 
of the effect of the action agreed upon and recommended in the 
accompanying conference report: 

There were two areas of disagreement between the respective 
bodies. H. R. 5566, as it passed the House, provided that the ex- 
istence of the Indian Claims Commission shall be terminated at the 
end of 5 years from and after April 10, 1957. In passing the bill the 
Senate substituted 24 years for the 5-year termination date. In 
conference the managers on the part of the Senate receded from their 
2-year amendment and accepted the House managers’ 5-year ex- 
tension date. Inasmuch as there are presently about 750 cases before 
the Commission and only about 100 cases have been adjudicated by 
the Commission during its 10-year existence, it appears at least a full 
5-year extension period will be required. 

The second area of disagreement concerned section 2 of the House- 
reported bill. The House had sought to amend the Indian Claims 
Commission Act to provide that attorneys appointed pursuant to 
the act might conduct hearings, administer saith: examine witnesses, 
receive evidence, and report findings of fact and recommendations 
for conclusions of law in cases assigned to them. This amendment 
also provided that these attorneys would not, because of these duties, 
be subject to the Administrative Procedure Act. Following several 
conferences with the Department of Justice, the Senate deleted this 
section because of undesirable precedents its inclusion might establish. 
The House managers agreed to the deletion of the section as recom- 
mended by the Senate managers. 

In all other respects the conference committee agreed to and 
adopted language in the House-passed bill. 


James A. Hatey, 

Geo. A. Suurorp, 

Ep EpMmonpson, 

JacK WESTLAND, 

James B. Urrt, 
Managers on the Part of the House. 
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847m CONGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2720 





DISPOSITION OF SUNDRY PAPERS 





Jury 16, 1956—Ordered to be printed 





Mr. Lona, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


(Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 57-1, dated July 12, 1956, to the 
84th Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated: 








Job No. Agency by which submitted Job No. Agency by which submitted 
II-NNA-2014. ..| Department of the Navy. II-N N A-2213__.| Veterans’ Administration. 
II-N N A-2036. .. 0. Il-NNA-2216. ..| General Services Administration 
II-NNA-2076...| Department of the Army. II-N NA-2217_..| Department of the Air Force. 
II-N N A-2077- .. 1I-N N A-2218...| Department of the Treasury. 
Il-N NA-2158_..| Department of the Navy. II-NNA-2221_._| Department of the Air Force. 
Il-N NA-2166_..| Veterans’ Administration. lI-NNA-2: Ps Do. 

II-N NA-2169.._| Department ef the Navy. II-NNA-2227__.| Department of the Treasury 
II-NNA-2172__- Do. II-N NA-2228_._| Department of the Air Force. 
II-NNA-2178...| Department of the Treasury. Il-N NA-2229_..| Department of the Treasury 
II-N NA-~2189_._| Department of the Navy. II-N N A-2233...| Department of the Army. 

II-N NA-2190_ _. Do. II-NNA-2235...| General Services Administra- 
II-N NA-2196_..| Department of the y. tion. National Archives and 
II-NNA-2201_..| General Services Administration. Records Service (Genera! 
II-N NA-2205...| Department of the Interior. Schedule). 

II-N N A-2206...| General Services Administration. || IT-NNA-2236... Do. 

II~NN A-2207. .. Do. II-N N A~-2237_.- Do. 

II-NNA-~2208... II-N NA-2238_ -- Do. 

















Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
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their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives 


Gero. S. Lone, 

Rosert J. CorBerr, 
Members on the Part of the House. 

Our D. Jounston, 

FRANK CARLSON, 
Members on the Part of the Senate; 


e) 
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MARKETING ORDERS—CRANBERRIES FOR PROCESSING 





Juty 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany H. R. 8384! 


The Committee on Agriculture to whom was referred the bill 
(H. R. 8384) to amend section 8e (2) of the Agricultural Marketing 
Agreement Act of 1937, as amended, having considered the same, re- 
avi favorably thereon without amendment and recommend that the 

ill do pass. 


STATEMENT 


The purpose of this bill is to amend the Agricultural Marketing 
Act of 1937 so as to authorize issuance by the Secretary of Agriculture 
of a marketing order regulating cranberries for processing. Cran- 
berries for fresh shipment are already eligible for such an order. 

Cranberries are produced commercially in the States of Massachu- 
setts, New Jersey, Wisconsin, Washington, and Oregon. Total pro- 
duction has increased from an average of 615,000 barrels in the period 
1935-39 to an average of 1,086,000 barrels in the 3 years 1953-55. 
In 1955 Massachusetts produced 54 percent of the total, New Jersey, 
8.2 percent, Wisconsin, 30.4 percent, Washington, 4.4 percent, and 
Oregon, 2.9 percent. 

It is of interest to note that in the past 20 years almost the entire 
increase in cranberry consumption has been in a form of the canned 
commodity. In 1935 cranberry production was 516,000 barrels and 
only about 88,000 barrels were used for canning. In 1954, total 
production was 1,019,000, of which 581,000 barrels were canned. The 
increase in the volume of cranberries going into canning over that 
—_ was 493,000 barrels compared to a total increase in production 
or the same period of 503,000 barrels. 

The Agricultural Marketing Agreement Act of 1937, which is a 
reenactment and amendment of certain provisions of the Agricultural 
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2 MARKETING ORDERS—CRANBERRIES FOR PROCESSING 


Adjustment Act of 1933, authorizes marketing agreements and market- 
ing orders. Marketing agreements are authorized with respect to 
any agricultural commodity upon the approval of 50 percent of the 
handlers of and two-thirds of the producers of the commodity in the 
area covered by the agreement. The effect of such an agreement 
between the Secretary of Agriculture and the producers and handlers 
of the commodity is to exempt the gu and actions thereunder 
from the provisions of the antitrust laws. 

Marketing orders are authorized only for certain agricultural 
commodities named in the act. The provisions of such orders, issued 
by the Secretary of Agriculture, have the effect of law and may be 
enforced against all handlers, regardless of whether they have joined 
in a market agreement. Such a marketing order may be issued, 
however, only with the approval of two-thirds of the producers, by 
number or by volume. 

Section Se (2) of the present act, as amended, lists the commodities 
for which marketing orders may be issued. The list presently in effect 
allows marketing orders on most fruits and vegetables in fresh form 
but most fruits and vegetables for canning or freezing are not eligible 
for such orders. To make cranberries for processing eligible for the 
issuance of a marketing order, it is necessary to insert the word 
“cranberries’’ among the exceptions to the exclusion of fruits for can- 
ning or freezing. Olives and grapefruit are now the only fruits which 
are so excepted. 

For the past several years the increased production of cranberries 
has substantially exceeded the effective market demand. In the past 
2 years competition among handlers, under these surplus conditions, 
has resulted in a demoralized market with prices so low, both for fresh 
fruit and for that going into canned products, that the growers have 
received considerably less than their cost of production. It is believed 
that a marketing order would afford a means of restoring some sta- 
bility to the market, thereby improving grower returns. However, 
because of the direct competition between fresh cranberries and canned 
cranberry products, a marketing order on fresh cranberries alone 
without similar control over cranberries for processing, would be 
ineffective. 


HEARINGS 





Hearings on the bill were held before the Domestic Marketing 
Subcommittee on June 5, 1956. Appearing in favor of the bill were 
Members of Congress from the cranberry-producing States, spokesmen 
for various cranberry-producer organizations, spokesmen for the two 
large cranberry-marketing cooperatives, a representative of the 
Department of Agriculture, and the American Farm Bureau Fed- 
eration. Appearing in opposition to the bill were some independent 
cranberry processors and representatives of such processors, and the 
National Canners Association. 





CHANGES IN EXISTING LAW 





In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 
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AGRICULTURAL MARKETING AGREEMENT Act oF 1937, Aas AMENDED 


* * * z * * * 
Sec. 8c. Orpers ReEGuLATING HANDLING or ComMMoDITY— 
* * * * * . am 


(2) ComMMODITIES TO WHICH APPLICABLE.—Orders issued pursuant 
to this section shall be applicable only to the following agricultural 
commodities and the products thereof (except canned or frozen grape- 
fruit, the products of naval stores, and the products of honeybees), or 
to any regional, or market classification of any such commodity or 

roduct: Milk, fruits (including filberts, almonds, pecans and walnuts 
ut not including apples, other than apples produced in the States of 
Washington, Oregon, and Idaho, and not including fruits, other than 
olives, cranberries, and grapefruit, for canning or freezing), tobacco, 
vegetables (not including vegetables, other than asparagus, for canning 
or freezing), soybeans, hops, honeybees and naval stores as included 
in the Naval Stores Act and standards established thereunder (includ- 
ing refined or partially refined oleoresin): Provided, That no order 
issued pursuant to this section shall be effective as to any grapefruit 
for canning or freezing unless the Secretary of Agriculture determines, 
in addition to other findings and determinations required by this title, 
that the issuance of such order is approved or favored by the processors 
who, during a representative period determined by the Secretary, 
have been + tbe. he canning or freezing such commodity for market 
and have canned or frozen for market more than 50 per centum of the 
total volume of such commodity canned or frozen for market during 
such representative period. 


O 
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ABOLISHING THE FOSSIL CYCAD NATIONAL MONUMENT, 
SOUTH DAKOTA 





Juty 16, 1956.—Committed to the Committee of the Whole House on the state 
of the Union and ordered to be printed. 





Mr. Enauer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany 8. 1161] 


The Committee on Interior and Insular Affairs to whom was referred 
the bill (S. 1161) to abolish the Fossil Cycad National Monument, 
South Dakota, and for other purposes, having considered the same, 
he ph favorably thereon without amendment and recommend that the 
bill do pass. 

EXPLANATION OF 8S. 1161 


If enacted, S. 1161 would abolish the Fossil Cycad National Monu- 
ment, as recommended by the Department of the Interior. 

The monument, which comprises 320 acres, was created by Presi- 
dential proclamation in 1922. At the time of its establishment the 
area within the monument was thought to contain deposits of fernlike 
plant fossils identified as cycads. However, the Department of the 
Interior reports that a test exploration of the area in 1936 indicated 
that any specimens that may be present probably are overlain by 
massive hard sandstone and that additional exploratory excavations 
would not be warranted. The Department also points out that 
fossil cycads are found in various other localities and that collections 
of such fossils are preserved in museums throughout the country. 

If the Fossil Cycad National Monument is abolished. the lands 
contained therein will be administered thereafter as public lands in 
accordance with the public-land laws of the United States. 

The National Parks Association and the National Wildlife Federa- 
tion recommend the enactment of this legislation. 

No appropriations are authorized by this legislation. 
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ABOLISHING FOSSIL CYCAD MONUMENT, SOUTH DAKOTA 


DEPARTMENTAL REPORT 


The report of the Department of the Interior on a similar bill, 
H. R. 2099, introduced by Representative Berry of South Dakota, 
wherein it is reported that the Bureau of the Budget has no objection 
to this legislation, is set forth following. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 28, 1958. 
Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Inswar Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. EnGte: Your committee has requested a report on 
H. R. 2099, a bill to abolish the Fossil Cycad National Monument, 
South Dakota, and for other purposes. 

We recommend that H. R. 2099 be enacted. 

Fossil Cycad National Monument is situated in the southwest por- 
tion of South Dakota in the Black Hills region. The national manu- 
ment which comprises 320 acres, was created out of the public domain 
by proclamation of the President on October 21, 1922. At the time of 
its establishment, it purported to contain mesozoic deposits of fossil 
cycads and other characteristic examples of paleobotany having great 
scientific value and interest. While it was originally thought desirable 
to excavate a part of the cycad-bearing bed and to construct a small 
museum for exhibiting some of the cycad specimens, there is now no 
visible evidence of fossils within the area. The paleontological 
exhibit that was considered earlier has not been developed. A test 
exploration of the area in 1936 indicated that any specimens present 
probably are overlain by massive hard sandstone and that, therefore, 
the use of air drills and dynamite would be necessary to effect the 
excavations. For this reason we have concluded that additional 
exploratory excavations would not be warranted. 

Other considerations that point to the impracticability of further 
exploratory excavations in the monument are the presence of fossil 
cycads in various other localities and the preservation of collections of 
such fossils in museums throughout the country. For these reasons, 
it is our opinion that the national monument serves no useful purpose 
to the national park system and therefore should be abolished as pro- 
vided by this bill. 

We note that another bill to abolish the national monument, 
S. 1161, contains the following provision which we recommend be 
added to H. R. 2099: 

“That if any excavations on such lands for the recovery of fissionable 
materials or any other minerals should be undertaken, such fossil 
remains discovered shall become the property of the Federal Govern- 
ment.” 

If this national monument should be abolished as prescribed by this 

roposed legislation, due to the fact that there is no public domain 
Bite administered by this Department within the immediate vicinity 
of the national monument, we would proceed to dispose of these lands 
under the public land laws. The lands appear to have value for 
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grazing purposes with some value also for recreation, watershed, and 
wildlife purposes. 
The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends that 
S. 1161 be enacted. 
O 














Nei ign Rp Rs al 








lean seresaieiilid 
Lopenetnewes rasta eupescaite mum alt eR : " 
Mi wate _ aR AG 








841TH ConcRrEss f HOUSE OF REPRESENTATIVES Rerort 
2d Session No. 2723 





AMENDING PUBLIC LAW 551, CHAPTER 616, 
83D CONGRESS, 2D SESSION 





Juty 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ena tz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 3556] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 3556) to amend Public Law 551, chapter 616, 83d 
Congress, 2d session, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Enactment of this legislation would encourage irrigation districts 
and other water users’ organizations to take over operation and 
maintenance of Federal reclamation projects as soon as they are com- 
pleted. This legislation makes it clear that the Secretary of the 
Interior has authority to use appropriated funds for a project to acquire 
movable property for transfer to the organization when it assumes 
operation and maintenance of the project. The funds so used are 
reimbursable and would be repaid by the organization under its 
contract to repay project construction costs. 

Many irrigation districts would like to assume operation and 
maintenance of reclamation projects immediately upon completion 
thereof but, however, are not in position financially to do so because of 
the expense involved in purchasing movable equipment necessary to 
operate and maintain the projects. The alternative is for the Bureau 
of Reclamation to operate and maintain the projects initially, pur- 
chasing the necessary operation and maintenance equipment. This 
legislation would make it clear that the Secretary of the Interior has 
the authority to purchase this necessary equipment and transfer it 
to the organizations without having to first operate and maintain 
the projects. 
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EXECUTIVE COMMUNICATIONS 


Reports of the Department of the Interior and the Bureau of the 
Budget recommending enactment of this legislation follow: 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., June 28, 1956. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: A report has been requested from 
this Department on S. 3556, a bill to amend Public Law 551, chapter 
616, 83d Congress, 2d session. 

Public Law 551, 83d Congress, authorizes this Depattment to 
transfer to any irrigation district or water users’ organization which 
assumes operation and maintenance of irrigation works under the 
Federal reclamation laws the Government’s title to certain movable 
property. The requirements are that the property have been pur- 
chased with funds advanced by the organization or, if it has been 

urchased with appropriated funds, that it be found to be necessary 
or operation and maintenance of the transferred works and that its 
value be repaid under contract. The purpose of Public Law 551 was 
to simplify keeping of the Government’s property and accounting 
records. It deals with title problems and does not confer authority 
to expend appropriated funds for the single purpose of acquiring 
property to be transferred. 
he proposed amendment to Public Law 551 deals with the latter 
problem. Our judgment is that such an amendment is desirable. Its 
enactment atest fortify our efforts to encourage local organizations 
to take over the operation and maintenance of irrigation works. Such 
organizations are, in some cases, handicapped by a lack of ready cash 
to equip themselves properly for operation and maintenance activities. 
An amendment to Public Law 551 which would accomplish the purpose 
of S. 3556 would be helpful in such circumstances. 

We suggest, however, in the interest of clarity and with a view to 
the background of Public Law 551 outlined above, that the text of 
> 3556 after the enacting clause be revised to read along the following 

nes: 

“That the Act of July 29, 1954 (68 Stat. 580, 43 U.S. C., sec. 499a) 
is amended by adding thereto a new sentence reading as follows: ‘In 
order to encourage the assumption by irrigation districts and water 
users’ organizations of the operation and maintenance of irrigation 
works, the use of funds appropriated for the project involved to acquire 
movable property for transfer at the time operation and maintenance 
is assumed and under the terms and conditions hereinbefore provided 
is authorized.’ ”’ 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 
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EXeEcuTIve OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., June 26, 1956. 






























Hon. James E. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of April 4, 
1956, requesting the views of the Bureau of the Budget concerning 
S. 3556, a bill to amend Public Law 551, chapter 616, 83d Congress, 
2d session. 
The purpose of S. 3556 is to authorize the Secretary of the Interior 
to expend appropriated funds for the specific purpose of acquiring 
certain movable property to be transferred to irrigation districts or 
water users’ organizations which assume operation and maintenance 
of irrigation works under Federal reclamation laws. 
The Department of the Interior, in the favorable report it proposes 
to present to your committee, states that the purpose of the bill is 
desirable, and that its enactment would aid the Department’s effort 
to encourage local organizations to take over operation and mainte- 
nance of irrigation works. The Department suggests revision of S. 
3556 to specify such encouragement as a purpose of the bill. 
The Bureau of the Budget agrees with the proposed report of the 
Department of the Interior, and would have no objection to enactment 
of 3 3556 if amended as recommended by the Department. 
Sincerely yours, 

Rosert E. Merriam, 

Assistant to the Director. 


COMMITTEE’S RECOMMENDATION 


The committee concludes that this amendment to the act of July 
29, 1954, will serve a useful purpose in encouraging local organizations 
to relieve the Bureau of Reclamation of direct responsibility for opera- 
tion and maintenance of projects, or divisions or units of projects. 
The committee, therefore, recommends enactment of S. 3556. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
cubed: are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Juty 29, 1954 (68 Srat. 580, 43 U. S. C. 499a) 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, ‘That whenever an 
irrigation district or water users’ organization assumes operation and 
maintenance of irrigation works pursuant to a contract entered into 
with the United States in accordance with the Federal reclamation 
laws (Act of June 17, 1902, 32 Stat. 388, and Acts amendatory thereof 
or supplementary thereto), the Secretary of the Interior may transfer 
to said district or organization title to movable property which has 
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been purchased with funds advanced by the district or organization 
or which, in the case of property purchased with appropriated funds, 
is necessary to the operation and maintenance of such works and the 
value of which is to be repaid under a contract with the district or 
organization. Jn order to encourage the assumption by irrigation dis- 
tricts and water users’ organizations of the operation and maintenance 
of irrigation works, the Secretary is authorized to use appropriated 
funds available for the project involved to acquire movable property for 
transfer at the time operation and maintenance is assumed under the 
terms and conditions hereinbefore provided, 
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AMENDING THE ACT OF MAY 11, 1936 (52 STAT. 347), SO AS TO 
AUTHORIZE, BY AGREEMENT, THE SUBSURFACE STORAGE OF OIL 
OR GAS IN RESTRICTED INDIAN LANDS, TRIBAL OR ALLOTTED 





Juiy 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 3658] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 3658) to amend the act of May 11, 1936 (52 Stat. 
347), so as to authorize, by agreement, the subsurface storage of oil 
or gas in restricted Indian lands, tribal or allotted, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 3658 is to amend the act of May 11, 1938 (52 Stat. 
347), to authorize, by agreement, the subsurface storage of oil or gas 
in restricted Indian lands, tribal or allotted. 

Existing law does not permit subsurface storage of oil or gas on 
Indian land except during the term of a lease for actual production. 
However, such storage has proven feasible and important to the 
conservation of oil and gas. Section 5 of the act of August 8, 1946 
(60 Stat. 952, 30 U. S. C. 226e), authorizes leases of federally owned 
lands for the subsurface storage of oil and gas, and by the passage of 
this legislation, the same authority would be granted to the Secretary 
of the Interior with respect to Indian lands. S. 3658 will not only 
benefit the Indian landowners by affording them an income from the 
grant of storage rights but will conserve valuable natural resources 
and increase the available supply of oil and gas in the proximity of the 
storage project. 

The Seobantmndat of the Interior recommended several perfecting 


amendments to the bill as introduced, all of which were adopted by 
the Senate committee and are contained in the Senate-passed bill. 
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The favorable reports of the Department of the Interior and the 
Bureau of the Budget follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 22, 1956. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on S. 3658, a bill to amend the act of May 11, 1938 (52 Stat. 
347), so as to authorize, by agreement, the subsurface storage of oil 
or gas in restricted Indian lands, tribal or allotted. 

We recommend that the bill be enacted with the amendments 
suggested below. 

he bill will remedy a defect in the present laws that govern mining 
leases on Indian lands. Those laws do not permit leases for the sub- 
surface storage of oil and gas except during the term of a lease for 
actual production. Such storage has proven feasible and increasingly 
important to the conservation and handling of valuable natural 
resources. Gas utility companies have found that underground gas 
storage reservoirs strategically located can be invaluable in augmenting 
gas delivery capacity during seasonal periods, and in balancing gas 
supplies and demands. 

e authority that would be granted by this bill with respect to 
Indian lands has already been granted to the Secretary of the Interior 
with respect to the public domain. Section 5 of the act of August 8, 
1946 (60 Stat. 952, 30 U. S. C. 226e), authorizes leases of federally 
owned lands for the subsurface storage of oil and gas under substan- 
tially the same conditions that are provided in this bill for Indian lands. 

The enactment of the bill will benefit the Indian owners of the land. 
the ultimate consumers, and the general public. The Indian owners 
will receive an income from the grant of storage rights that will help 
offset the loss of royalty occasioned by the depletion of original oil 
and gas deposits where the production has taken place on Indian 
lands. Ultimate consumers in the proximity of the storage project 
will have the benefit of a larger, readily available supply, and better 
or cheaper distribution methods. The general public will benefit by 
the conservation of valuable natural resources. 

The following amendments to the bill are recommended in order 
that the bill will fully accomplish its purpose. The amendments are 
perfecting ones and do not alter the intended scope of the bill: 

1. On page 1, line 3, delete “section 4 of”. 

On page 1, line 5, delete “paragraph” and insert in lieu thereof 
“section 8”’. 

These two changes will place the new statutory authorization in a 
new section of the 1938 act, rather than in an existing section that 
deals with rules and regulations and unit agreements. The new 
—— is additional lease authority and it should be separately 
stated. 

2. On page 1, lines 9 and 10, delete “agreements made by authority 
of the tribal council or other authorized spokesmen for such Indians,” 
and insert in lieu thereof “leases of lands that are subject to lease 
under section 1 of this Act or the Act of March 3, 1909 (35 Stat. 783, 
25 U.S. C. 396),”’. 
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On page 2, lines 2 to 6, delete ‘in lands owned in whole or in part 
by any tribe, group, or band of Indians under Federal jurisdiction, 
except those specifically excepted from the provisions of this section 
by section 396f of this title’. 

These changes will make the bill apply both to tribal land that is 
subject to lease under the 1938 act and to individually owned allotted 
land that is subject to lease under the 1909 act. The present language 
of the bill is ambiguous because it refers in one place to lands owned 
by Indian tribes, groups, or bands, and in another place to restricted 
Indian lands, tribal or allotted. The authority to lease for subsurface 
storage purposes is needed for both categories of land. 

3. On page 2, lines 6 and 7, delete “effectuate such agreements,” 
and insert in lieu thereof “provide for the subsurface storage of oil 
or gas,’’. 

This change will conform the language to that used earlier in the 
bill, which is in terms of leases rather than agreements. 

4. On page 2, line 8, insert a comma after ‘‘any”’. 

5. On page 2, lines 9 and 10, delete “in whole or in part included 
in any such agreement,”. The language is surplusage in view of the 
preceding changes. 

6. On page 2, line 12, change “agreements” to “‘leases’’, 

7. On page 2, line 14, change “agreement” to “lease’’. 

8. On page 2, line 15, after “gas,” insert “or,”. The omission of 
this word is a typographical error. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Wesuey A. D’Ewart, 
Assistant Secretary of the Interior. 





Executive Orrick oF THE PRESIDENT, 
Bureau OF THE BupDGeET, 
Washington, D. C., May 18, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarraan: This will refer to your request for the 
views of this Bureau concerning S. 3658, a bill to amend the act of 
May 11, 1938 (52 Stat. 347), so as to authorize, by agreement, the 
subsurface storage of oil or gas in restricted Indian lands, tribal or 
allotted. 

Existing laws governing mining leases on Indian lands do not permit 
leases for subsurface storage of oil and gas except during the term of 
the lease for actual production. Subsurface storage has been proven 
feasible, and plays an important role in the conservation of our 
natural resources. Gas utility concerns have found underground 
storage facilities located at strategic points to be of substantial value 
in augmenting gas delivery capacity during seasonal periods, and in 
balancing supply and demand. ; 

This bill would provide authority covering Indian leases similar 
to that granted for public domain lands. (See 30 U.S. C. 226e.) 
Its enactment would benefit Indian owners, who would receive an 


























4 AMENDING THE ACT OF MAY 11, 1936 


income from the grant of storage rights which would offset, in part, 
the loss of royalty che depletion of original oil and gas deposits. 

In a report which the Department of the Interior will present to your 
committee, a number of amendments will be suggested with the 
— of having the measure so worded that its purposes will be 
fully accomplished. 

his Bureau recommends enactment of the bill if amended sub- 

stantially in accord with the Department’s proposals. 
Sincerely yours, 


Rosert E. Merriam, 
Assistant to the Director. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of S. 3658. 


CHANGES IN EXISTING LAW 





In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or May 11, 1938 (52 Strat. 347) 


Be it enacted by the Senate and House of Represeniatives of the 
United States of America in Congress assembled, That hereafter 
unallotted lands within any Indian reservation or lands owned by 
any tribe, group, or band of Indians under Federal jurisdiction. 
except those hereinafter specifically excepted from the provisions of 
this Act, may, with the approval of the Secretary of the Interior, be 
leased for mining purposes, by authority of the tribal council or 
other authorized spokesmen for such Indians, for terms not to 
exceed ten years and as long thereafter as minerals are produced 
in paying quantities. 

Ec. 2. That leases for oil- and/or -mining purposes covering 
such unallotted lands shall be offered for sale to the highest respon- 
sible qualified bidder, at public auction or on sealed bids, after notice 
and advertisement, upon such terms and subject to such conditions as 
the Secretary of the Interior may prescribe. Such advertisement shall 
reserve to the Secretary of the Interior the right to reject all bids 
whenever in his judgment the interest of the Indians will be served 
by so doing, and if no satisfactory bid is received, or the accepted 
bidder fails to complete the lease, or the Secretary of the Interior 
shall determine that it is unwise in the interest of the Indians to 
accept the highest bid, said Secretary may readvertise such lease for 
sale, or with the consent of the tribal council or other governing 
tribal authorities, a lease may be made by private negotiations: 
Provided, That the foregoing provisions shall in no manner restrict 
the right of tribes organized and incorporated under sections 16 and 
17 of the Act of June 18, 1934 (48 Stat. 984), to lease lands for 
mining purposes as therein provided and in accordance with the pro- 
visions of any constitution and charter adopted by any Indian tribe 
pursuant to the Act of June 18, 1934. : 

Sc. 3. That hereafter lessees of restricted Indian lands, tribal or 
allotted, for mining purposes, including oil and gas, shall furnish 
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corporate surety bonds, in amounts satisfactory to the Secret 

of the Interior, foeentering compliance with the terms of their 
leases: Provided, That personal surety bonds may be accepted where 
the sureties deposit as collateral with the said Secretary of the Interior 
any public-debt obligations of the United States guaranteed as to 
principal and interest by the United States equal to the full amount 
of such bonds, or other collateral satisfactory to the Secretary of the 
Interior, or show ownership to unencumbered real estate of a value 
equal to twice the amount of the bonds. 

Sec. 4. That all operations under any oil, gas, or other mineral 
lease issued pursuant to the terms of this or any other Act affecting 
restricted Indian lands shall be subject to the rules and regulations 
promulgated by the Secretary of the Interior. In the discretion 
of the said Secretary, any lease for oil or gas issued under the pro- 
visions of this Act shall be made subject to the terms of any reason- 
able cooperative unit or other plan approved or prescribed by said 
Secretary prior or subsequent to the issuance of any such lease which 
involves the development or production of oil or gas from land covered 
by such lease. 

Sec. 5. That the Secretary of the Interior may, in his discretion, 
authorize superintendents or other officials in the Indian Service to 
approve leases for oil, gas, or other mining purposes covering any 
restricted Indian lands, tribal or allotted. 

Sec. 6. Sections 1, 2, 3, and 4 of this Act shall not apply to the 
Papago Indian Reservation in Arizona, the Crow Reservation in 
Montana, the ceded lands of the Shoshone Reservation in Wyoming, 
the Osage Reservation in Oklahoma, nor to the coal and asphalt lands 
of the Choctaw and Chickasaw Tribes in Oklahoma. 

Sec. 7. All Acts or parts of Acts inconsistent herewith are hereby 
repealed. 

Sec. 8. The Secretary of the Interior, to avoid waste or to promote the 
conservation of natural resources or the welfare of the Indians, is hereby 
authorized in his discretion to approve leases of lands that are subject to 
lease under section 1 of this Act or the Act of March 3, 1909 (35 Stat. 783, 
25 U. S. C. 8396), for the subsurface storage of oil or gas, irrespective of 
the lands from which initially produced, and the Secretary is hereby au- 
thorized, in order to provide for the subsurface storage of oil or gas, to 
approve modifications, amendments, or extensions of the oil and gas or 
other mining lease(s), if any, in effect as to restricted Indian lands, 
tribal or allotted, and may promulgate rules and regulations consistent 
with such leases, modifications, amendments, and extensions, relating to 
the storage of oil or gas thereunder. Any such leases may provide for the 
payment of a storage fee or rental on such stored oil or gas or, in lieu of 
such fee or rental, for a royalty other than that prescribed in the lease 
when such stored oil or gas is produced in conjunction with oil or gas not 
previously produced. It may be provided that any oil and gas lease under 
which storage of oil or gas is so authorized shall be continued in effect at 
least for the period of such storage use and so long thereafter as oil or gas 
not previously produced is produced in paying quantities. 


oO 
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2d Session No. 2725 





AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
CHARGE FOR SPECIAL SERVICES TO PURCHASERS OF 
TIMBER FROM INDIAN LANDS 





Juuy 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enauez, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 3926] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 3926) to authorize the Secretary of the Interior to 
charge for special services to purchasers of timber from Indian lands, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 3926 is to authorize the Secretary of the Interior 
to charge purchasers of Indian timber for special services provided by 
Bureau of Indian Affairs personnel. A simibar bill, H, R. 12127, 
introduced by Congressman Haley, as the result of an executive 
communication from the Department of the Interior, was considered 
jointly with the reported bill. 

Contracts for saleb of timber from Indian trust or restricted lands 
are administered by civil-service employees of the Bureau of Indian 
Affairs. Such personnel are subject to the laws and regulations 
governing civil-service employment, including provisions for a normal 
40-hour workweek, the payment of overtime for additional hours of 
work, and the accrual of annual and sick leave benefits. These limita- 
tions make it difficult for timber purchasers to conduct their operations 
on an extended workweek or on a two-shift basis. Purchasers of 
timber have sometimes expressed a willingness to reimburse the 
Government for any cost involved in providing scaling, timber mark- 


ing, and other services in excess of those that can reasonably be made 
available. 
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The enactment of S. 3926 will authorize the Secretary of the Interior 
to charge for such special services when they are requested, and the 
funds collected will be deposited to the credit of the appropriation 
from which the services are provided. Similar authority has been 
given to the United States Forest Service (act of September 21, 1944, 
sec. 210, 58 Stat. 737; 16 U.S. C. 572a). 

The executive communication dated May 21, 1956, requesting the 
enactment of this legislation is set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 21, 1956. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, 
Washington 25, D. C. 


My Dear Mr. Presipent: Enclosed herewith is a draft of a pro- 
posed bill to authorize the Secretary of the Interior to charge for 
special services to purchasers of timber from Indian lands. 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

Contracts for sales of timber from Indian trust. or restricted lands 
are administered by civil-service employees of the Bureau of Indian 
Affairs. Such personnel are subject to the Jaws and regulations gov- 
erning civil-service employment, including provisions for a normal 
40-hour workweek, the payment of overtime for additional hours 0! 
work, and the accrual of annual and sick-leave benefits. These limita- 
tions, plus appropriation limitations on the number of persons who 
can be employed, frequently make it difficult for timber purchasers 
to conduct their operations on an extended workweek or on a two- 
shift basis. The purchasers of timber have sometimes expressed a 
willingness to reimburse the Government for any cost involved in 
providing scaling, timber marking, and other services in excess of 
those that can reasonably be made available. 

The legislation here recommended authorizes the Secretary of the 
Interior to charge for such special services when they are requested 
by the purchaser, and to deposit the funds collected to the credit of the 
appropriation from which the services are provided. Comparable 
authority has been given to the United States Forest Service (act of 
September 21, 1944, sec. 210, 58 Stat. 737; 16 U. S. C. 572a). Analo- 
gous authority has also been given to the Secretary of the Interior 
with respect to charges for furnishing copies of written documents in 
his custody (5 U.S. C. 488) and with respect to the production and 
sale on a reimbursable basis of aerial photographs, mosaics, and copies 
of records of the United States Geological Survey (43 U.S. C. 45). 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Wester A. D’Ewart, 
Assistant Secretary of the Interior. 

The Committee on Interior and Insular Affairs recommend enact- 

ment of S. 3926. 


O 





841H CONGRESS } HOUSE OF REPRESENTATIVES — { Report 
2d Session No. 2726 





SIMPLIFYING ACCOUNTING PROCEDURES AND FACILI- 
TATING PAYMENT OF GOVERNMENT OBLIGATIONS 





Jury 16, 1956.—Ordered to be printed _ 





Mr. Dawson of Illinois, from the committee of conference, submitted 
the following 


CONFERENCE REPORT 


(To accompany H. R. 9593] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 9593) to 
simplify accounting, facilitate the payment of obligations, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That (a) the account for each appropriation 
face for obligation for a definite period of time shall be closed as 
ollows: 

(1) On June 30 of the second full fiscal year following the fiscal year or 
 pobtha! which the appropriation is available for obligation, the obligated 

alance shall be ranslerred to an appropriation account of the agency or 
subdivision thereof responsible for the liquidation of the obligations, in 
which account shall be merged the amounts so transf-rred from all appro- 
priation accounts for the same general purposes; and 

(2) Upon the expiration of the period of availability for obligation, the 
unobligated balance shall be withdrawn and, if the appropriation was 
derived in whole or in part from the general fund, shall revert to such 
fund, but if the appropriation was derived solely from a special or trust 
fund, shall revert, unless otherwise provided by law, to the fund from which 
derived: Provided, That when it is determined necessary by the head of the 
agency concerned that a portion of the unobligated balance withdrawn is 
required to liquidate obligations and effect adjustments, such portion of the 
unobligated balance may be restored to the appropriate accounts: Provided 
further, That prior thereto the head of the agency concerned shall make 
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such report with respect to each such restoration as the Director of the 
Bureau of the Budget may require, and shall submit such report to the 

Director, the Comptroller General, the Speaker of the House of Repre- 

sentatives, and the President of the Senate. 

; age withdrawals required by subsection (a) (2) of this section shall 
e made— 

(1) not later than September 30 of the fiscal year immediately 
following the fiscal year in which the period of availability for obliga- 
tion expires, in the case of an appropriation available both for obliga- 
tion and disbursement on or after the date of approval of this Act; or 

(2) not later than September 30 of the fiscal year immediately 
following the fiscal year in which this Act is approved, in the case of 
an appropriation, which, on the date of approval of this Act, is 
available only for disbursement. 

(c) For the purposes of this Act, the obligated balance of an appropriation 
account as of the close of the fiscal year shall be the amount of unliquidated 
obligations applicable to such appropriation less the amount collectible as 
repayments to the appropriation; the unobligated balance shall represent 
the difference between the obligated balance reported pursuant to section 
1311 (6) of the Supplenantan Appropriation Act, 1955 (68 Stat. 830; 
31 U.S. C. 200 (b)), and the sid ineipented balance. Collections au- 
thorized to be credited to an appropriation but not received until after the 
transfer of the obligated appropriation balance as required by subsection 
(a) (1) of this Act, shall, unless otherwise authorized by law, be credited 
to the account into which the obligated balance has been transferred, except 
that any collection made by the General Accounting Office od other Govern- 
ment agencies may be deposited into the Treasury as miscellaneous receipts. 

(d) The withdrawals made pursuant to subsection (a) (2) of this section 
shall be accounted for and reported as of the fiscal year in which the appro- 
priations concerned expire for obligation. The withdrawals described in 
subsection (b) (2) of this section shall be accounted for and reported as of 
the fiscal year in which this Act is approved. 

Sec. 2. Each appropriation account established pursuant to this Act 
shall be accounted for as one fund and shall be available without fiscal 
year limitation for payment of obligations chargeable against any of the 
appropriations from which such account was derived. Subject to regula- 
tions to be prescribed by the Comptroller General of the United States, 
payment of such obligations may be made without prior action by the 
General Accounting Office, but nothing contained in this Act shall be 
construed to relieve the Comptroller General of the United States of his 
duty to render decisions upon requests made pursuant to law or to abridge 
the existing authority of the General Accounting Office to settle and adjust 
claims, demands, and accounts. 

Sec. 3. (a) Appropriation accounts established pursuant to this Act 
shall be reviewed periodically, but at least once each fiscal year, by each 
agency concerned. If the undisbursed balance in any account exceeds 
the obligated balance pertaining thereto, the amount of the excess shall be 
withdrawn in the manner provided by section 1 (a) (2) of this Act; 
but if the obligated balance exceeds the undisbursed balance, the amount 
of the excess, not to exceed the remaining unobligated balances of the 
itd eareve available for the same general oses, may be restored 
to such account. <A review shall be e as of the close of each fiscal year 
and the restorations or withdrawals required or authorized by this section 
accomplished not later than September 30 of the following fiscal year, but 
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the transactions shall be accounted for and reported as of the close of the 
fiscal year to which such review pertains. A review made as oy any 
other for which restorations or withdrawals are accomplishe after 
September 30 in any fiscal year shall be accounted for and reported as 
transactions of the fiscal year in which accomplished: Provided, That 
prior to any restoration under this subsection the head of the agency 
concerned 8. make such report with respect thereto as the Director 
of the Bureau of the Budget may —_ 

(6) In connection with his audit responsibilities, the Comptroller 
General of the United States shall report to the head of the agency con- 
cerned, to the Secretary of the Treasury, and to the Director of the Bureau 
of the Budget, se arg operations under this Act, including an appraisal 
of the unliquidated obligations under the appropriation accounts estab- 
lished by this Act. Within thirty days after receipt of such report, the 
agency concerned shall accomplish any actions required by subsection (a) 
of this section which such report shows to be necessary. 

Sec. 4. During the fiscal year in which this Act becomes effective, and 

under rules and regulations to be prescribed by the Comptroller General 
of the United States, the obligated balance of the appropriation account 
or payment of certified claims established pursuant to section 2 of the 
Act of July 6, 1949 (63 Stat. 407; 31 U.S. C. 712b), shall be transferred 
to the related ap opriation accounts established pursuant to this Act and 
the unobligate nee shall be withdrawn. 

Sec. 5. The obligated balances of appropriations made available for 
obligation for definite periods of time under discontinued appropriation 

ads may, upon the expiration of the second full fiscal year Faye ser the 
fiscal year or years for which such appropriations are available for obliga- 
tion, merged in the appropriation accounts provided for by section 1 
hereof, or in one or more other accounts to be established pursuant to this 
Act for discontinued appropriations of the agency or sihdisiélen thereof 
currently res ible for the liquidation of the obligations. 

Sec. 6. The unobligated balances of 6 sgh Arg which are not 
limited to a definite period of time shall be withdrawn in the manner 
provided in section 1 (a) (2) of this Act whenever the head of the agency 
concerned shall determine that the purposes for which the appropriation 
was made has been fulfilled; or in any event, whenever disbursements 
have not been made against the appropriation for two full consecutive 
fiscal years: Provided, That amounts of appropriations not limited to a 
definite period of time which are withdrawn pursuant to this section or 
were heretofore withdrawn from the appropriation account by adminis- 
trative action may be restored to the applicable appropriation account for 
the payment o piliaalione and for the settlement of accounts. 

Sec. 7. following provisions of law are hereby repealed: 

(a) The proviso under the heading ‘PAYMENT OF CERTIFIED CLAIMS” 
in the Act of April 25, 1945 (59 Stat. 90; 31 U. S. C. 690); 

(b) Section 2 of the Act of July 6, 1949 (63 Stat. 407; 31 U.S. C. 
712b), but the repeal of this section shall not be effective until June 30, 
1957; 

(c) The paragraph under the heading “PAYMENT OF CERTIFIED CLAIMS” 
in the Act ot dane 30, 1949 (63 Stat. 358; 31 U. S. C. 712c); 

(d) — 5 of the Act of March 3, 1875 (18 Stat. 418; 31 U.S. C. 
713a); a ; 

a Section 3691 of the Revised Statutes, as amended (81 U.S. C. 718). 

(f) Any provisions (eacept those contained in appropriation Acts 
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for the fiscal years 1956 and 1957) pawniiiine: an appropriation which is 

limited for obligation to a definite period of time to remain available for 

pe oe a ec more than the two pacts ing full fiscal years, but this 
section 8 not be effective until June 30, 1957. 

Sec. 8. The provisions of this Act shall not apply to the appropria- 
tions for the District of Columbia or appropriations to be disbursed by the 
Secretary of the Senate or the Clerk of the House of Representatives. 

Sec. 9. The inclusion in appropriation Aets of provisions excepting 
any appropriation or appropriations from the operation of the provisions 
of this Act and fixing the period for which such appropriation or appro- 
priations shall remain available for expenditure is hereby authorized. 

And the Senate agree to the same. 


Wituiam L. Dawson, 

Rost. E. Jonss, 

Jor M. Kiicore, 

Cruarence J. Brown, 

Cuarves R. Jonas, 
Managers on the Part of the House. 


JOHN KENNEDY, 

Tuomas F. Worrorp, 

Norris Corton, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendment of the Senate to 
the bill (H. R. 9593) to simplify accounting, facilitate the payment 
of obligations, and for other purposes, submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

The conference substitute is the same as the rill as it passed the 
House, except in two minor respects. The House report contained a 
provision that the head of the agency shall make a report with respect 
to restorations as the Director of the Budget may require. The corres- 
ponding provision of the Senate amendment required that such report 
be made to the chairmen of the Committees on Appropriations of the 
Senate and the House of Representatives and to the Comptroller 
General of the United States, and to the Director of the Bureau of the 
Budget. The conference substitute provides that such report be 
submitted to the Director of the Budget, the Comptroller General, 
the Speaker of the House of Representatives, and the President of the 
Senate. 

The House bill postponed the transfer of the obligated balances 
during the fiscal year following the fiscal year in which this act becomes 
effective. The conferences substitute provides that such transfer 
shall be made during the fiscal year in which the act becomes effective. 


Wituiam L. Dawson, 

Rost. E. Jongs, 

Jor M. Kincore, 

CLARENCE J. Brown, 

Crarves R. Jonas, 
Managers on the Part of the House. 


O 

















§4rH ConGREsSs } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2727 





DEVELOPING HOLDEN TROUT HATCHERY AT PITTS- 
FORD, VT. 





Juxy 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany §. 3998) 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 3998) to provide for the development of the Federal 
fish hatchery, known as the Holden trout hatchery, at Pittsford, Vt., 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of the bill is to authorize the Secretary of the Interior 
to reconstruct and maintain a fish hatchery at Pittsford, Vt. The 
original hatchery at that site was built in 1909 as an experimental 
hatchery. There is no other hatchery in the State of Vermont, and 
there is an increasing demand for large size trout to stock the waters 
of the Green Mountain National Forest and other streams in the 
State. The facilities presently in existence, having been designed 
only for experimental purposes, are wholly inadequate to produce the 
volume of fish presently required. 

The bill authorizes an appropriation of $220,000 for the work. In 
fiscal year 1956, $12,000 was appropriated to begin the reconstruction 
work, and in the 1957 budget, passed by the House, an additional 
$20,000 was provided. The additional $220,000 authorized herein 
will complete the work, probably at considerably less cost than the 
amount required by the piecemeal approach hitherto adopted. 

The committee is of the opinion that the bill is necessary, and recom- 
mends that it do : 

The report of ss Daciettistin of the Interior follows: 
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DEPARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington, D. C., July 18, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Bonner: We have received an informal request 
from your committee for a report on S. 3998, a bill to provide for the 
development of the Federal fish hatchery, known as the Holden trout 
hatchery, at Pittsford, Vt. 

We recommend that 8. 3998 be enacted. 

The Federal trout hatchery at Pittsford, Vt., is located within the 
boundaries of the Green Mountain National Forest. There are 438 
miles of streams and over 3,200 acres of reservoirs in this forest that 
require annual restocking with trout to replenish populations. Trout 
fishing plays an important part in the very popular recreational 
aspects of the Green Mountain National Forest, and the number of 
fishing licenses sold to out-of-State visitors has increased greatly in 
recent years. In addition, the stocking of farm ponds and waters in 
other sections of Vermont has assumed considerable importance and 
additional trout are needed for restocking purposes. 

A Federal fish hatchery was established at Pittsford in 1909 as an 
experimental hatchery and the rearing facilities were designed for 
holding and rearing small trout fingerlings. Present restocking re- 
quirements call for large numbers of legal-sized trout for the greatest 
return to the creel. Present rearing facilities should be modernized 
and expanded to conform with present stocking requirements. Facili- 
ties at the hatchery include a Crcery building, two residences (one 
new, and one acquired with the property in 1909), several small build- 
ings and a number of ponds and raceways. All of the facilities, except 
the new residence, are in very poor condition due to age and improper 
design. These structures should be replaced by new efficient rearing 
facilities and buildings. The present water supply is adequate to 
permit the expansion of rearing facilities at the nt alae, he esti- 
mated cost of a development program at the Pittsford fish hatchery is 
$220,000. This sum would be used for the construction of a combina- 
tion hatchery building (including hatching room, fish food preparation 
and storage rooms, office, equipment storage, and ship), conerete race- 
ways, water supply and drainage lines, residence for one permanent 
employee, modern fish-cultural equipment, and other necessary items. 
The present annual production of trout at the Pittsford hatchery is 
approximately 12,000 pounds. The anticipated annual production 
from this hatchery after it has been fully developed is estimated at 
50,000 pounds of trout. The present operating cost of the hatchery 
is approximately $18,000 and it is estimated that $55,000 will be re- 
—— annually to operate the hatchery after it has been fully 

eveloped. 

A technical amendment is desirable, we believe, in order to clarify 
the term’ and the effect of section 2 of the bill. We recommend that 
the text of this section be amended to read as follows: 

“There is hereby authorized to be appropriated the sum of $220,000 
to provide for such construction and equipment as may be necessary 
to carry out the provisions of this Act, together with the necessary 
funds for operation and maintenance of such hatchery.” 








DEVELOPING HOLDEN TROUT HATCHERY AT PITTSFORD, VT. 3 


This revision of section 2 is desirable because of the fact that the 
authorization will be needed for initial construction and development 
of the hatchery but would be insufficient for annual operating and 
maintenance expenses in future years. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 


There are no changes in existing law. 


O 
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2d Session No. 2728 





REGULATING HUNTING AND FISHING ON FEDERAL 
RESERVATIONS 





JuLty 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 8250) 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 8250) to require conformance with State and 
Territorial fish and game laws and ‘Heaeeing requirements on Federal 
lands not subject to such laws, having considered the same, report 
a thereon with amendments and recommend that the bill as 
amended do pass. 

The amendment is as follows: 


Page 2, line 4, delete the semicolon and the word “and’’ and insert 
the following: 


, except that members of the armed forces of the United 
States on active duty shall be permitted to hunt, trap or 
fish, provided that they have valid appropriate licenses 
from either the State in which the reservation is located, 
the State of domicile, or the State in which they are living 
pursuant to military orders; and 


The purpose of the bill is to secure uniformity in the administration 
and enforcement of game laws throughout the various States. Testi- 
mony before the committee indicated that enforcement of any regula- 
tions as to control of game on military reservations was solely at the 
discretion of the commander of the particular military installation. 
In many cases, testimony was to the effect that the commander 
offered complete cooperation with local fish and game commissions 
with respect to enforcement of local rules, but that in a number of 
other cases there was little or no cooperation, and that the local 
authorities were powerless to afford any protection to game on such 
reservations, In another case, it was testified that while the military 
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had insufficient manpower to compel observance of any rules where the 
reservation was in a standby status, nevertheless, the State was not 
permitted to send men to police the area, with the result that wholesale 
violations by military and civilians alike took place. 

The committee believes that there is no reason for two sometimes 
conflicting authorities to act in this field, and that the proper place 
for such control is in the States. There is no evidence that imposition 
of State regulations will place any burden on the military, but at the 
same time will prove most beneficial to the States to strengthen their 
regulatory powers. 

One of the objections raised by the Army on the hearing was that 
certain States required uniformed men to obtain nonresident licenses 
at substantially higher cost. ‘The various representatives of the States 
whe testified before the committee stated that their aim was to secure 
proper enforcement rather than to raise revenue, for which reason the 
committee adopted an amendment to provide that licenses valid either 
in the State of domicile, the State in which the man is stationed, or 
the State in which he is hunting or fishing, would be sufficient in the 
case of men in the armed services. In virtually every State the cost 
of a resident license is nominal, and it does not appear that this will 
place any appreciable burden on those in uniform who wish to fish or 
hunt. The committee is of the belief that enactment of this bill will 
remove a source of considerable irritation between the States and the 
military, and that it will benefit all of those who hunt, trap, or fish by 
providing uniformity in regulations. Your committee therefore rec- 
ommends that the bill do pass. 

The departmental reports are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 6, 1956. 
Hon. Hersert C. Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. Cuartrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 8253, 84th Congress, a bill to require that hunting 
and fishing on military reservations, when permitted, shall be in full 
compliance with the game and fish laws of the State or Territory 
wherein such military reservations are located; H. R. 8250, 84th Con- 
gress, a bill to require conformance with State and Territorial fish and 
game laws and licensing requirements on Federal lands not subject to 
such laws; and H. R. 8286, 84th Congress, a bill to require conform- 
ance with State and Territorial fish and game laws and licensing re- 
quirements on Federal lands not subject to such laws. The Secretary 
of Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 

These bills would in effect provide that on any military reservation 
which is not subject to the fish and game laws of the State or Terri- 
tory in which such military reservation is located, hunting, fishing, 
catching, killing, or trapping will not be permitted except in accord- 
ance with such laws, and upon payment of license fees that may be 
Hair by the laws of States wherein such military reservation is 
ocated. 

The Department of the Army on behalf of the Department of De- 
fense is opposed to the above-mentioned bills. 
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In general, the only lands of the United States which are not subject 
to State fish and game laws are those lands over which a State has 
ceded exclusive jurisdiction to the United States. As to those lands, 
the Assimilative Crimes Act (18 U. S. C. 13) makes State laws, the 
violation of which would be punishable if done within the jurisdiction 
of the State, applicable to Federal lands as Federal law, and makes 
such violation subject to the same punishment under Federal law as 
is provided by State law. It is the policy of the military departments 
under that act to require the observance on military reservations of 
State fish and game laws even though such reservations may be under 
the exclusive jurisdiction of the United States. This fact is clearly 
expressed in the enclosed copies of Army Regulations 210-480 and 
Air Force Regulations 93-14. 
In order to enforce the hunting and fishing regulations announced 
by local commanders, military personnel have been designated to per- 
form functions similar to State game wardens. Their duties are to 
apprehend all persons who violate installation and State hunting and 
fishing regulations, to prevent illegal hunting, and to maintain daily 
supervision over the fish and wildlife conservation programs whic 
have been initiated on the reservation in question. 
H. R. 8253, H. R. 8250, and H. R. 8286, would follow the broad 
nig ere of the Assimilative Crimes Act but their application would 
e limited to one particular type of State law, namely that relating to 
the control of hunting, trapping, and fishing. 

Inasmuch as licensing provisions do not fall within the purview of 

the Assimilative Crimes Act, it is the view of the Department that 
military personnel are not required to purchase State hunting and 
fishing licenses in order to hunt or fish on military reservations under 
the exclusive jurisdiction of the United States, although many instal- 
lation commanders, by locally issued instructions, make this a pre- 
requisite to issuance of a post hunting and fishing license. Generally, 
such a requirement exists on those installations where there is only 
a caretaker detachment, or where there are insufficient personnel to 
organize and maintain sporting or rod and reel clubs dedicated to the 
fulfillment of objectives and interests similar to those of State wildlife 
conservation agencies and officers. 
On the larger or on permanent installations, where there are greater 
numbers of individuals assigned, military personnel have formed 
sporting clubs and rod and reel, or fish and game clubs. In close 
cooperation with the Fish and Wildlife Service of the United States 
Department of Interior, these clubs have functioned very effectively, 
and dues contributed by members are used for the purpose of stocking 
fish and game, providing feed and cover, and in other wildlife con- 
servation and management activities on the reservation in question. 
These activities not only provide better hunting and fishing, but also 
prevent undue reduction in the fish and wildlife population, and is a 
part of the long-range planning and development program to capitalize 
on the wildlife potential in such areas. 

The Department considers that it has an essential obligation to 
support and maintain a program designed to provide morale, welfare, 
and recreational opportunities for military personnel in training, and 
during periods of conflict, at rehabilitation or rest centers. Among 
the most important of these are hunting and fishing on military 
reservations, and in such rest camps and hospital areas. Such activi- 


90015°—57 H. Rept., 84-2, vol. 4-100 
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ties have traditionally been supported by the military services, not 
only because of their beneficial aitects upon the individuals concerned, 
but also because of the benefits indirectly gained by the Government 
due to the nature of these sporting activities. 

To require military personnel to purchase licenses to hunt or fish 
on a military reservation under the exclusive jurisdiction of the United 
States, particularly where nonresident license fees are involved, would 
in fact make it prohibitive for the vast majority of such personnel to 
take advantage of this form of activity and would have an extremely 
adverse effect upon the morale of the serviceman concerned. 

The Department believes that current policies and regulations as 
implemented by administrative instructions of the various military de- 
partments and local command action, provide a fair and equitable 
program for the preservation, conservation, and protection of wildlife 
resources on military reservations, without the need for legislation 
such as H. R. 8253, H. R. 8250, and H. R. 8286. 

In addition, section 1 (3) of H. R. 8250 and H. R. 8286 is of doubtful 
validity so far as it purports to delegate to department or agency heads 
the legislative power to prescribe penalties for violation of ek Sommers 
ing regulations. 

In view of the foregoing, the Department of the Army on behalf of 
the 3 eeiataareay recommends that the above-mentioned bills not be 
enacted. 

The fiscal effects of H. R. 8253, H. R. 8250, and H. R. 8286 are not 
known to the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be expe- 
dited, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the te ram of the Presi- 
dent. As soon as such advice is received it will be forwarded to your 
committee. 

Sincerely yours, 
Wiiser M. Brucker, 
Secretary of the Army. 


*AR 210-480 
ARMY er DEPARTMENT OF THE ARMY, 
No. 210—480 Wasuineton, D.C., 17 August 1950. 


INSTALLATIONS 


DEVELOPMENT AND CONSERVATION OF WILDLIFE ON MILITARY RESERVATIONS 


Paragraph 
SONI i 6 ois Oe ci nen on eek dat kia bn a aalinsnd 4 sae ah heme ind ean 1 
BEGGS Ty GN MEMS CARS os aa cece eee Ut ei ule each osess 2 
Duties. of commancing officers... tai ek Se sae Ce 3 
Military reservations made part of the forest reserve. ................---. 4 


1. General.—The Migratory Bird Treaty Act (40 Stat. 755; 16 
U. S. C. 703-711), as amended, will be operative on all genet 
reservations, and the Alaska Game Law (43 Stat. 739; 48 U.S. C. 
191-213) will be applicable on military reservations in Alaska. Sec- 


*These regulations supersede AR 210-480, 16 December 1949.J 
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tions 7 (3) and 13 of title 18 U. S. C. are published below for the 
information and guidance of all concerned. 
7. Special Maritime and Territorial Jurisdiction of the United 
States Defined. 
The term “special maritime and territorial jurisdiction of the 
United States,” as used in this Title, includes: 

(3) Any lands reserved or acquired for the use of the United 
States, and under the exclusive or concurrent jurisdic- 
tion thereof, or any place purchased or otherwise ac- 
quired by the United States by consent of the legisla- 
ture of the State in which the same shall be, for the 
erection of a fort, magazine, arsenal, dockyard, or other 
needful building. 

13. Laws of states adopted for areas within federal jurisdiction. 
Whoever within or upon any of the places now existing or 
hereafter reserved or acquired as provided in section 7 of this 
title, is guilty of any act or omission which, although not made 
unishable by any enactment of Congress, would be punishable 
if committed or omitted within the jurisdiction of the State, 
Territory, Possession, or District in which such place is situated, 
by the laws thereof in force at the time of such act or omission, 
shall be — of a like offense and subject to a like punishment. 

2. State fish and game laws.—a. On military reservations over which 
exclusive jurisdiction has been obtained, the penal laws of a State 
relative to fish and game are operative as Federal laws and are en- 
cy ag by Federal officials. State officials are without authority 
thereon. 

b. On military reservations over which concurrent jurisdiction has 
been obtained, the penal laws of a State relative to fish and game are 
operative as Federal laws and are enforceable by Federal officials. 
In addition, the State laws are also operative as State laws and are 
enforceable by State officials. On these reservations, the Federal and 
State Governments occupy an equal status with regard to jurisdiction 
and the one first apprehending a violator may prosecute and punish. 

c. On military reservations over which no jurisdiction has been ob- 
tained the State laws are operative as State ve and are enforceable 
by State officials. 

8. Duties of commanding officers.—a. The commanding officer will 
keep his command informed as to Federal and State laws. A summary 
of the season laws may be obtained upon application to The Adjutant 
General. 

b. All permits to hunt, catch, trap, or kill any kind of game animal, 
game or nongame bird, or to fish on a military reservation or the 
waters thereof will be issued by the commanding officer. 

c. When any species of birds or animals become seriously injurious 
to agriculture or other interests, the commanding officer will determine 
the nature and extent of the injury being done and make appropriate 
report and recommendation to The Adjutant General. 


ads Military reservations made part of the forest reserve-—OQn those 
ilitary reservations which have been designated as a part of the 
forest reserve under the control of the Department of Agriculture, the 
following acts are prohibited except when authorized by the Secretary 
of Agriculture: 
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a. Hunting, trapping, catching, disturbing, or killing any kind of 
game animal, or game or nongame bird, or taking the nests or eggs 
of any such bird. 

b. Taking or disturbing any kind of fish or the eggs thereof. 

r eee dogs to run at large, or having in possession dogs not 
in leash. 


{AG 680.2 (31 Jul 50)] 


By ORDER OF THE SECRETARY OF THE ARMY. 


OFFICIAL: J. Lawton Co..ins, 


Epwarp F. Wirsett, Chief of Staff, United States Army. 
Major General, USA, 
The Adjutant General. 


DIsTRIBUTION: 


*AFR 93-14 
14 


Arr Force Reeutation|) DrpartTMENt OF THE Arr Force, 
No. 93-14 Washington, April 30, 1954. 


INSTALLATIONS—CONTROL PROCEDURES 


Game Law ENFORCEMENT AND WILDLIFE CONSERVATION ON AIR ForcE 


INSTALLATIONS 

Paragraph 
SRO NG ON Se ae Ck akan mmboenebbabaseatamue 1 
POU DSS OS Ss OS Pe eto Pw 2 
ReapaneibGite. 260 53 oi ial Wee sue eA emsh Mab beeen cc 3 
Piet GMC TO a sks os ini i tattle aim nienicl ants whim np dai wes ee 4 
gh SSRI SIS etic stot stg Rea eentad athecgniar ep rc a a Rt yet ga ere ny ir AA 5 
CORRIRS WONNCEN MONDE Set ree ere et en ee ave acces 6 
Recreational and Wildlife Management Programs___...............-...--.- 7 


1. Purpose and Scope.—This Regulation establishes policy and fixes 
responsibility with regard to fish and game laws, and the develop- 
ment and conservation of wildlife at installations under jurisdiction 
of the Air Force. 

2. Policy —The policy of the Air Force is to conserve wildlife on 
Air Force installations in accordance with Federal and State fish and 
game laws; o1 in the case of oversea installations in accordance with the 
applicable fish and game laws of the nation, or political subdivision 
thereof, in which the installation is located. Consistent with such 
laws, the Air Force will encourage hunting, trapping, and fishing on 
Air Force installations as a recreational activity for Air Force 
personnel. 

8. Responsibility Cooperation with civilian officials in the admin- 
istration and enforcement of applicable Federal, State, or local fish 
and game laws and regulations is a command responsibility. 

a. Commanders of major air commands will insure that all con- 
cerned are familiar with Federal, State, or local fish and game laws. 

b. Installation commanders will establish working relationships with 
the officials of State or local agencies responsible for administering fish 


*This Regulation supersedes AFR 93-14, 11 December 1950. 
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and game laws and will solicit their cooperation in their enforcement 
within the installation. 

(1) Installation commanders are authorized to permit or pro- 
hibit hunting, trapping, or fishing on their installations. They 
will issue permits in compliance with State and local requirements 
when such action is necessary. 

(2) Installation commanders, in cases of violation involving a 
civilian, may eject and exclude the offender from the installation. 
Where the offense occurs under conditions of exclusive or con- 
current Federal jurisdiction, the offender may be prosecuted 
before a United States Commissioner. 


4. Applicable Federal Statutes.— 


a. The Migratory Bird Treaty Act (40 Stat. 755; 16 U.S. C. 
703-711), as amended, and regulations adopted pursuant thereto are 
applicable to all Air Force installations. The Alaska Game Law (57 
Stat. 301; 48 U.S. C. 192-211), as amended, and regulations adopted 

ursuant thereto, are applicable to Air Force installations in Alaska. 
epulations adopted pursuant to the above-mentioned Acts are availa- 
ble upon request from the Director, Fish and Wildlife Service, Depart- 
ment of Interior, Washington, D. C., or from the Office of the Regional! 
pe oma Fish and Wildlife Service, Department of Interior, Juneau, 
Alaska. 

b. Sections 7 (3) and 13 of Title 18, U.S. C., are published below for 
information and guidance: 

18 U.S. C. 7: “SpectaL MARITIME AND TERRITORIAL JURISDIC- 
TION OF THE UNITED STATES DEFINED. ‘The term ‘special maritime 
and territorial jurisdiction of the United States’ as used in this 
Title, includes: 

* * a x * « * 


(3) Any lands reserved or acquired for the use of the 
United States, and under the exclusive or concurrent jurisdic- 
tion thereof, or any place purchased or otherwise acquired by 
the United States by consent of the legislature of the State in 
which the same shall be, for the erection of a fort, magazine, 
arsenal, dock-yard, or other needful building.” 

+ * * * ~ a © 


18 U.S. C. 13: “Laws OF STATES ADOPTED FOR AREAS WITHIN 
FEDERAL JURISDICTION. Whoever within or upon any of the 
laces now existing os hereafter reserved or acquired as provided 
in Section 7 of this Title, is guilty of any act or omission which 
although not made punishable by any enactment of Congress, 
would Ge punishable if committed or omitted within the jurisdic- 
tion of the State, territory, possession, or district in which such 
place is situated, by the laws thereof in force at the time of such 
act or omission, shall be guilty of a like offense and subject to a 
like punishment.” 


5. State Laws.— 


a. Where exclusive Federal jurisdiction exists, State officials have 
no enforcement authority and State hunting or fishing licenses are not 
required. Under 18 U.S. C. 13, cited in paragraph 4, the provisions 
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of State fish and game laws and implementing regulations fixin 
seasons, bag limits, size limits, methods and times of capture, an 
similar limitations, will be observed as Federal law and may be en- 
forced as such by Federal civilian officials. 

b. Where concurrent Federal jurisdiction exists, the State ma 
7 possession of a license. State laws may be enforced by officials 
of both State and Federal governments. 

c. Except as provided in d below, at installations where neither 
exclusive nor concurrent Federal jurisdiction exists the State fish and 
game laws will govern and State and local officials should be afforded 
every opportunity to enforce the fish and game laws and regulations. 

d. At classified installations located on lands where neither ex- 
clusive nor concurrent Federal jurisdiction exists, current security 
regulations will take precedence over State or local fish and game laws. 

e. State-owned lands occupied by the Air Force under lease, license, 
or other permit are subject to State fish and game laws. 

6. Other Federal Lands.—Lands under the jurisdiction of the United 
States Departments of Agriculture and Interior used by the Air Force 
as bombing or gunnery ranges will be managed and maintained in 
accordance with regulations governing hunting, trapping, and fishing 
as prescribed by those Departments. 

7. Recreational and Wildlife Management Programs.—Appropriate 
programs for the development aad conservation of wildlife will be 
included in all installations land-management programs prepared in 
accordance with paragraph 9 AFR 90-1, 14 December 1950. 


By ORDER OF THE SECRETARY OF THE AIR ForceE: 


OFFICIAL: N. F. Twintna, 
Chief of Staff, United States Air Force. 
K. E. Turesavp, 


Colonel, USAF. 
Air Adjutant General. 


DisTRIBUTION: 


. 
? 





DeEPARTMENT OF THE ARMY, 
Orrick OF THE SECRETARY OF THE ARMY, 
Washington, D. C., June 26, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CuairMan: Reference is made to the letter of June 6, 
1956, from the Secretary of the Army to you, expressing the views of 
the Department of Defense with respect to H. R. 8250, 84th Congress, 
a bill to require conformance with State and Territorial fish and game 
laws and licensing requirements on Federal lands not subject to such 
laws; H. R. 8253, 84th Congress, a bill to require that hunting and 
fishing on military reservation, when permitted, shall be in full com- 
pliance with the game and fish laws of the State or Territory wherein 
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such military reservations are located; and H. R. 8286, 84th Congress, 
a bill to require conformance with State and Territorial fish and game 
= and licensing requirements on Federal lands not subject to such 
aws. 

Inasmuch as the committee had requested that action be expedited, 
the report was submitted to the committee without a determination 
by the Bureau of the Budget as to whether it conformed to the program 
of the President. 

This is to inform you that the Bureau of the Budget, on June 25, 
1956, advised the Department of the Army that it had no objection to 
the report submitted to you on June 6, 1956. 

Sincerely, 
C. J. Hauck, Jr., 
Brigadier General, General Staff, 
Chief of Legislative Liaison. 





Tue Secretary OF DEFENSE, 
Washington, June 28, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. Bonner: It has been recently brought to my attention 
that your committee is considering legislation involving the problem of 
hunting and fishing on military reservations over which the Federal 
Government has exclusive jurisdiction. It is my understanding that 
these problems do not exist in those areas where the Federal Govern- 
ment has concurrent jurisdiction with the States. 

Upon examining this problem, I find that the Department of Defense 
position can be made consistent with what I understand your com- 
mittee is seeking to provide by legislation. At the outset I want to 
assure your committee that | will take vigorous action to eliminate 
any abuses to the regulations on hunting and fishing which are in 
effect for all military personnel on military reservations. As you 
know, the Department of Defense has traditionally held that hunting 
and fishing on military reservations which are under exclusive Federal 
legislative jurisdiction should not also come under State control. 
However, as to such areas, the Department of Defense regulations 
provide that local, State, and Federal hunting and fishing regulations 
concerning sex, bag limits, seasons, and similar requirements will be 
adhered to. As you know, in areas where the States have jurisdiction, 
the State laws apply in all respects. In such cases, the hunting and 
fishing regulations are concurrently policed by State and local officials 
as well as military personnel. 

One of the main problems which has arisen in some of the States 
and the military reservations located therein has been that of licensing. 
It is true that in many States military personnel have been treated 
as residents of the State with regard to hunting and fishing licenses. 
On the other hand, some States have not extended this courtesy to 
military personnel and have treated them as out-of-State residents. 
The result is that hunting for such individuals is in effect prohibited 
because of high nonresident licensing fees which run as high as $75. 

Upon review of this entire problem, it is evident to me that the policy 
of the Department of Defense and that of the local and State authori- 
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ties with respect to the preservation and protection of fish and wildlife 
are one and the same. 

In carrying out these objectives, I can assure you that the Depart- 
ment of Defense will continue to adhere to and comply with local and 
State game laws concerning sex, bag limits, and seasons. Violators 
will be vigorously prosecuted. It is my view that policing both in 
areas of exclusive and concurrent jurisdiction can be worked out to 
the satisfaction of all parties concerned. I am convinced, however, 
that military personnel deserve and should receive equitable treat- 
ment with respect to licensing fees. Members of the Armed Forces 
who are assigned to various installations throughout the country do 
not in many instances have adequate opportunity to comply with 
residency requirements prior to commencement of hunting seasons. 
In some States these residency requirements run as high as 1 vear 
before an individual under State law is entitled to purchase a resident 
hunting license. For morale purposes. military personnel should 
receive equality of treatment as local residents with respect to licensing 
fees. In States where a specific residency period is required, special 
consideration in the form of waivers should be granted. 

I can assure you that the legislation which is under consideration 
by your committee is of great concern to the Department of Defense, 
and I am hopeful that the views which I have presented will assist you 
in the resolution of this problem to the satisfaction of all concerned. 
I appreciate the opportunity to be able to express the views of the 
Department of Defense on this problem and I stand ready to supply 
you with such other information as your committee may require. 

Sincerely yours, 
(Signed) C. E. Wiuson. 


There are no changes in existing law. 


O 
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ESTABLISHING A NATIONAL KEY DEER REFUGE IN THE 
STATE OF FLORIDA 





Juty 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Boyrktn, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany H. R. 10332) 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 10332) to preserve the Key deer and other wild- 
life resources in the Florida Keys by the establishment of a National 
Key Deer Refuge in the State of Florida. having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill as amended do pass. 

The amendment is as follows: 

Page 3, line 6, following the period insert the following: 


The Secretary shall not utilize more than $35,000 from a 
pro riated funds for the acquisition of land and interests in 
and. For the purposes of the immediately preceding 
sentence, the exchange by the Secretary of lands and interests 
therein shall not be considered an expenditure from appro- 
priated funds. 


The purpose of the bill is to provide protection for one of the fast 
disappearing species of wildlife in the country. The Key deer is 
the smallest variety in the United States, mature specimens being 
about the size of a setter dog. They are found only on the lower keys 
in Florida, and the rapid development of highways in that area, 
together with a real-estate boom, has made their survival most 
doubtful in the absence of a suitable sanctuary. The Fish and Wild- 
life Service, under temporary authority contained in various chy 

riation acts, is presently maintaining a refuge area on a lease basis. 

ile the program has been effective, its future is endangered by the 

pressure of real-estate developments, which dictate short-term can- 
cellation clauses in the leases. 
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The only method to preserve the species, in the opinion of the com- 
mittee, is that set forth in this bill—the establishment of a permanent 
refuge and sanctuary. ‘The committee believes that the acquisition 
of 1,000 acres of land as provided in the bill, for the maintenance of 
this species, is most desirable and accordingly recommends that the 
bill do pass. The committee amended the bill as introduced to 
provide a ceiling of $35,000 for land acquisition, exclusive of the 
value of such exchanges of land that might be effected in connection 
with the establishment of the sanctuary. 

The Departmental report is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 31, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Bonner: Your committee has requested a report on 
H. R. 10332, a bill to preserve the Key deer and other wildlife resources 
in the Florida Keys by the establishment of a National Key Deer 
Refuge in the State of Florida. This bill would authorize the Secre- 
tary of the Interior to acquire not to exceed 1,000 acres of land in 
Monroe County, Fla., for establishment of the National Key Deer 
Refuge. 

We recommend that H. R. 10332 be enacted. 

Protection for the almost extinct Key deer, as well as other wildlife 
in the area to which this bill refers, is highly desirable. The unique 
Key deer, the smallest of all of the deer of the United States, once 
ranged in plentiful numbers over most of the keys between Key 
Largo and Key West. Development and use of the Florida Keys for 
sport, recreation, and agricultural use gradually has deprived the deer 
of much of its habitat. Another factor contributing to near extinction 
of the Key deer is the hunting practices of some of the tourists, 
fishermen, and others now frequenting the various keys. Unfor- 
tunately for the wildlife of the region, most of the keys now are 
readily accessible from U. S. No. 1 Overseas Highway connecting 
the mainland to Key West. Because the enforcement of wildlife 

rotection laws in this region is difficult, and for other reasons, we 
st ei the only hope of saving the deer lies in the establishment of an 
adequate sanctuary where both natural habitat and adequate pro- 
tection can be assured to the species. 

This Department is now administering, on a temporary basis, 
ponent to authority granted by various appropriation acts, a wild- 
ife refuge area in Florida for the preservation of the Key deer. We 
have been unable, however, to establish a federally owned refuge 
area pursuant to our temporary authomty, although we have been 
able to give the Key deer some degree of protection by entering into 
leases with respect to certain lands in the region. ‘These leases carry 
a 90-day cancellation clause and our experience has shown that such a 
program is ineffective against the pressure of real-estate developments. 
A wildlife refuge cannot be operated satisfactorily in this manner. 
Enactment of legislation, such as the present bill, would establish the 
refuge area on a permanent basis. This would permit orderly develop- 
ment and management of the area, thereby giving protection to a 
unique species that is threatened with extinction, 
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Preservation of wildlife habitat, such as would be possible under 
this bill, also would benefit a number of resident bird species, several 
of which have been in almost as precarious a situation as the Key deer. 
Among these species is the roeate spoonbill, frequently referred to as 
the pink curlew. In the early days, this beautiful bird was abundant 
over the greater part of southern Florida; now its breeding places are 
restricted to a few isolated keys in Florida Bay and southward. Other 
bird species in this area include the reddish egret and the white- 
crowned pigeon. 

A minor correction in the bill is desirable, as follows: 

— page 2, line 12, strike out ‘668’’ and insert in lieu thereof 
“666b.”’. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 
There are no changes in existing law. 


O 
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RETENTION OF LANDS AROUND JIM WOODRUFF 
RESERVOIR 





Jury 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


{To accompany H. R. 11197] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 11197) to provide for the retention in public 
ownership of certain lands around the Jim Woodruff Reservoir, Fla. 
and Ga., being administered by the Florida Game and Fresh Water 
‘ish Commission having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 9, after the words “United States’’, strike out the 
words ‘‘so long as they are used’’. 

On page 2, lines 1 and 2, insert a period after the word “‘purposes” 
and strike out the words “‘by the Florida Game and Fresh Water Fish 
Commission”’. 

The purpose of the bill is to retain in public ownership approxi- 
mately 4,790 acres of land adjoining the Jim Woodruff Reservoir in 
Georgia and Florida. The land in question was acquired by the 
United States in connection with the construction of the reservoir and 
is Feely being used under agreement by the State of Florida for 
wildlife purposes. The necessity for this bill arises from the fact that 
the Department of the Army has revised its policy of land acquisition 
on such improvements and now takes only such rights as it requires 
instead of fee title. Under Public Law 300 of the 84th Congress, it 
is empowered to adjust its interests in previously acquired property 
to conform with the new policy. The law referred to authorizes the 
return of the fee title to property previously acquired where such title 
is not required for public use ak the Department of the Army has 
interpreted this provision as excluding use for wildlife protection 
purposes, hence this bill. 
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The bill as introduced authorized their retention by the United 
States so long as the lands are used by the Florida Game and Fresh 
Water Fish Commission. The amendment adopted by the com- 
mittee provides for their retention for fish and wildlife and recreational 
purposes without limitation as to time. 

ere is no change in existing law. 





Jury 10, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. CuatrmMan: Reference is made to the letter of June 26, 
1956 from the Secretary of the Army to you, expressing the views of 
the Department of Defense with respect to H. R. 11197, 84th —— 
a bill to provide for the retention in public ownership of certain lands 
around the Jim Woodruff Reservoir, Fla. and Ga., being administered 
by the Florida Game and Fresh Water Fish Commission. 

Inasmuch as the committee had requested that action be expedited, 
the report was submitted to the committee without a determination 
by the Bureau of the Budget as to whether it conformed to the program 
of the President. 

This is to inform you that the Bureau of the Budget, on this date, 
advised the Department of the Army that it had no objection to the 
report submitted to you on June 26, 1956. 

Sincerely yours, 
J. E. Bastion, Jr. 
Brigadier General, GS, Deputy Chief for Operations. 
(For and in the absence of C. J. Hauck, Jr., Brigadier General, GS, 
Chief of Legislative Liaison). 





DEPARTMENT OF THE ARMY, 
Washington, D. C., June 26, 1956. 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries. 
House of Representatives. 


Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 11197, 
84th Congress, a bill to provide for the retention in public ownership 
of certain lands around the Jim Woodruff Reservoir, Fla. and Ga., 
being administered by the Florida Game and Fresh Water Fish 
Commission. 

The purpose of the bill 1s to require the United States to retain its 
ownership of certain lands at the Jim Woodruff Reservoir project for 
such period as those lands are used for fish and wildlife and recrea- 
tional purposes by the State of Florida. 

a epartment of the Army is not opposed to the above-mentioned 

The Department of the Army is nearing the pti of its ac- 
quisition of approximately 66,635 acres of land in the States of Georgia 


and Florida for the Jim Woodruff Dam and Reservoir project on the 
Apalachicola, Chattahoochee, and Flint Rivers, as authorized by the 
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act of Congress approved March 2, 1945 (59 Stat. 17). During the 
course of acquisition for this project, the Department of the Army re- 
vised its overall land acquisition policy for dam and reservoir projects 
so as to place greater emphasis on the acquisition of flowage easements 
instead of fee title and there restrict to a minimum the land owner- 
ship requirements. This policy is being applied in the completion of 
land acquisition requirements for the Jim Woodruff Reservoir. Action 
is being taken to amend pending condemnation proceedings as author- 
ized by the act of Congress approved October 21, 1942 (56 Stat. 797), 
to provide for the taking of such lesser estate as would conform to the 
revised policy and be compatible with project requirements. The act 
of August 9, 1955 (Public Law 300, 84th Cong.; 69 Stat. 591) author- 
izes the Secretary of the Army to adjust in a similar manner the acre- 
age or title interest in land acquired through purchase transactions 
and completed condemnation proceedings by reconveying land or 
interests in land to former owners. 

While Congress was considering legislation to authorize the Secre- 
tary of the Army to make adjustments of lands or interests in land 
acquired through direct purchase, the Secretary of the Interior, the 
Secretary of the Army, and the Director of the Game and Fresh Water 
Fish Commission of the State of Florida agreed upon a general plan for 
the use of lands at the Jim Woodruff Dam and Reservoir project for 
wildlife conservation and management in accordance with the act of 
August 14, 1946 (60 Stat. 1080). In conformity with that general 
plan, a license was issued by the Department of the Army to the Game 
and Fresh Water Fish Commission of the State of Florida, for the 25- 
year period starting March 1. 1955, to use and occupy approximately 
7,273 acres of land and water areas in the Jim Woodruff Dam and 
Reservoir Area for the purpose of restoring, managing, and controlling 
wildlife and fishery resources. Because of the active consideration 
of the adjustment of land interests, the license provided, among other 
things, as follows: 

“That in the event the lands or any portion thereof licensed herein 
are required to comply with the mandate of Congress contained in 
future legislation, the Government reserves the right to withdraw the 
lands or such portions thereof so affected.”’ 

It has been determined, in accordance with the act of August 9, 
1955, that an adjustment of lands or interests in land acquired for the 
Jim Woodruff Reservoir and made available to the State of Florida 
is feasible and that project requirements can be met without retaining 
ownership of that area. H.R. 11197 would require the United States 
to retain approximately 4,790 acres of those lands so long as they are 
used for fish and wildlife and recreational purposes by the Florida 
Fresh Water Fish and Game Commission. 

Since the proposed legislation is concerned with wildlife conserva- 
tion and management, it is suggested that the committee may desire 
to obtain the views of the Secretary of the Interior. If enactment of 
this measure is favorably considered, it is suggested that the descrip- 
tion starting on line 3, page 2, and ending on line 12, page 3 be deleted 
and that the enclosed, more detailed description of the same lands, 
be substituted therefor. 

The enactment of this legislation will cause no apparent increase in 
the budgetary requirements of the Department of the Army. 

Inasmuch as the committee has requested that the report be 
expedited, it is submitted without a determination by the Bureau of 
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the Budget as to whether or not it conforms to the pro of the 
President. However, as soon as such advice is pa mh g it will be 
forwarded to your committee. 
Sincerely yours, 
Wiser M. Brecker, 
Secretary of the Army, 
DESCRIPTION 


Township 5 north, range 7 west: 

All of section 32. 

All of section 29 except the area east of the county road in the 
northeast quarter of the northeast quarter; 

The southwest quarter of the southwest quarter and all that 
part west of the county road in the southeast quarter of the 
southeast quarter of section 20; 

The east half of the southeast quarter, the northwest quarter 
of the southeast quarter, the northeast quarter of the southwest 
quarter, and the southeast quarter of the northwest quarter of 
section 19; 

The southeast quarter, the south half of the northeast quarter, 
the northeast quarter of the northeast quarter, the southeast 
quarter of the northwest quarter of the northeast quarter, and 
the east half of the southwest quarter of the northwest quarter 
of the northeast quarter of section 30; 

The southeast quarter, the south half of the northeast quarter. 
the northeast quarter of the northeast quarter, the east quarter 
of the northwest quarter of the northeast quarter, the west half 
of the northeast quarter of the northwest quarter of the northeast 
quarter, the south 165 feet of the west three quarters of the 
northwest quarter of the northeast quarter, the south 165 feet 
of the northeast quarter of the northwest quarter, the north half 
of the southeast quarter of the northwest quarter, and the south- 
east quarter of the southwest quarter of section 31. 

Township 5 north, range 8 west: 
The south half of the southeast quarter of section 36. 
Township 4 north, range 8 west: 

Four acres in the diagonal northeast corner of the northwest 
quarter of the northeast quarter, the east quarter jess the south 
426 feet of the west 400 feet of the southwest cuarter of the 
southeast quarter of the southeast quarter of section 1; 

The northeast quarter of the northeast quarter except the 
cemetery and excepting the north 228 feet of the west 400 feet 
of the northwest quarter of the northeast quarter of the northeast 
quarter of section 12. 

Township 4 north, range 7 west: 

All of sections 5, 6, and 8, and the northeast quarter, the east 
half of the northwest quarter, the northwest quarter of the 
northwest quarter, the northeast quarter of the southeast quarter, 

| the north half of the northwest quarter of the southeast quarter, 

ee the north half of the northeast quarter of the southwest quarter 

| in section 7; 

es The northwest quarter of the northwest quarter, and the 
northeast quarter of the southwest quarter of the northwest 
quarter of section 17. 
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ESTABLISHING A FISH HATCHERY IN VICINITY OF 
PAINT BANK, VA. 





Juty 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Boykrn, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


{To accompany H. R. 11548] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 11548) to provide for the establishment of a 
new fish hatchery in the vicinity of Paint Bank, Va., having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of this bill is to authorize the Secretary of the Interior 
to construct and operate a fish hatchery near Paint Bank, Va. The 
increasing pressure on sport fishing facilities throughout the United 
States emphasizes the necessity for additional hatchery facilities in 
many parts of the United States. Fish and Wildlife Service has de- 
termined that there is a need for a new hatchery in the vicinity of 
Paint Bank, and has determined upon a suitable site. 

The committee is aware of the value of sport fishing, both from the 
viewpoint of recreation and the viewpoint of revenue. It therefore 
recognizes the need for the construction of hatcheries such as this to 
maintain production of fish to keep pace with the expansion of the 
demand. 

The report from the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 16, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 
My Dear Mr. Bonner: Your committee has requested a report on 
H. R. 11548, a bill to provide for the establishment of a new fish 
hatchery in the vicinity of Paint Bank, Va. 
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2 FISH HATCHERY IN VICINITY OF PAINT BANK, VA. 


We recommend the enactment of H. R. 11548. 

A great many people visit the national forests in the western part 
of Virginia every year. Recreational angling in the waters of the 
area is exceptionally heavy and large numbers of legal-sized trout are 
required for maintaining trout populations. There is an increasing 
demand for both trout and warm-water fish to restock waters in the 
southeastern part of West Virginia. The thousands of miles of streams 
contained in the areas provide exceptional management possibilities 
for recreational angling, particularly since they are in a region of 
the United States where the population is relatively dense. Produc- 
tion of trout and warm-water fish at existing hatcheries at Uetown 
and White Sulphur Springs, W. Va. is inadequate to restock properly 
the waters of the area, especially in the Thomas Jefferson, George 
Washington, and Monongahela National Forests, and in farm ponds 
outside the forest areas. 

A suitable site for a combination trout and warm-water hatchery is 
available near Paint Bank, Va. <A good supply of spring water at a 
favorable temperature is available at this site and, in addition, supple- 
mental creek water is available. The site, which is presently in private 
ownership, is near a bard-surfaced State highway (311 and 18 junc- 
tion). It is centrally located to serve all parts of the distribution area. 

We estimate that the cost of constructing the proposed combination 
trout and warm-water fish hatchery would be $746,000. These funds 
would be used for land purchase, easements, the construction of con- 
crete raceways, earthen rearing ponds, water-supply and drainage 
es oom a combination hatchery building (including hatching room, 
cold storage and fish-food preparation rooms, storage area, shop and 
office), quarters for permanent employees, service roads, fences, initial 
equipment and other necessary items. We estimate that the proposed 
hatchery would produce approximately 125,000 pounds of fish an- 
nually at an estimated annual operating cost of $112,000. 

We have been advised by the Bureau of the Budget that there will 
be no objection to submission of this report to your committee. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 
There are no changes in existing law. 
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DEPARTMENT OF AGRICULTURE ORGANIC ACT 





Jury 16, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo.ery, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 11682] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 11682) to facilitate the control and eradication of certain 
animal diseases, to facilitate the carrying out of agricultural an 
related programs, to facilitate the agricultural attaché program, to 
facilitate the operations of the Farmers’ Home Administration, the 
Federal Crop Insurance Corporation, and the Forest Service, and for 
other purposes, having considered the same. report favorably thereon 
with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 19, after “District of Columbia” insert “, Puerto Rico,”. 

Page §, line 3, strike out the numeral 14 and insert the numeral 13. 


GENERAL STATEMENT 


The Organic Act of the Department of Agriculture, enacted May 
15, 1862 (sec. 520 Rev. Stat; 5 U.S. C. 511), provides that the general 
design and duties of the Department of Agriculture shall be to acquire 
and diffuse among the people useful information on subjects connected 
with agriculture “in the most general and comprehensive sense of that 
word.”” Many of the appropriations for the Department of Agricul- 
ture are supported by this organic law. However, from time to time 
there have been included in the appropriation acts a number of pro- 
visions legislative in character, some of which have been substantive 
and others, perhaps the majority, have been of a facilitating or 
incidental nature. 

In 1944, this committee reviewed the Department of Agriculture 
Appropriation Act and proposed, and there was enacted into law, the 
Department of Agriculture Organic Act of 1944 (58 Stat. 734), to pro- 
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vide basic authority for the provisions concerned. Since that time a 
number of facilitating provisions important to the effective operation 
of the Department’s programs have been inserted in the annual 
appropriation acts. Recognizing that these additional legislative 
provisions may be necessary, the committee has scrutinized the ap- 
propriation acts for the Department of Agriculture with a view to 
providing such permanent legislative authorities as are needed, 
adopting for this purpose the approach taken when the Department of 
Agriculture Organic Act of 1944 was enacted. Most of the provisions 
in the bill H.-R. 11682 relate to authorities which appear in the De- 
partment of Agriculture and Farm Credit Appropriation Act, 1957, 
and will provide legislative authority without change for provisions 
which have appeared in the appropriation act. Three of the items 
proposed—sections 8, 12, and 13—do not appear in the 1957 Appro- 
priation Act. However, they fall within the general scope of the sub- 
ject matter of the bill and have therefore been included. 


ANALYSIS OF THE BILL 
Section I. Short title 


Section I provides that the act may be cited as ‘‘The Department of 
Agriculture Organic Act of 1956.” 


Section 2. Eradication and control of diseases of animals and poultry 

Existing basic authority (act of May 29, 1884, as amended) provides 
for payment of claims for the destruction of animals and poultry affected 
by or exposed to diseases, but makes no provision of payment for the 
destruction of material affected by or exposed to such diseases. The 
appropriation act includes authority for the payment of claims grow- 
ing out of destruction of such materials. 

Section 2 of the bill amends the basic 1884 act to authorize payment 
for such materials. Section 2 also revises slightly the language of 
section 11 of the 1884 act for editorial clarity. 


Section 8. Extension of facilitating authorities for animal disease eradica- 
tion activities 

The act of February 28, 1947 (21 U.S. C. 114 b-d), relating to foot- 
and-mouth eradication and control work in Mexico, provides author- 
ity for facilitating such work. The principal authorities involved are: 
(1) Expenditures for printing and binding at places other than the 
Government Printing Office, (2) the purchase or hire of passenger 
motor vehicles and aircraft to meet emergencies without reference to 
existing limitations, and (3) the construction and operation of research 
laboratories, quarantine stations, and other buildings and facilities. 
The appropriation act extends these facilitating authorities to certain 
animal disease control and eradication activities conducted under sec- 
tion 11 of the act of May 29, 1884, as amended. 

Section 3 of the bill amends the 1947 act to make these facilitating 
authorities available in the conduct of programs relating to diseases 
which, in the opinion of the Secretary, constitute an emergency and 
threaten the livestock industry of the country. 


Section 4. Expenses of advisory committees 


Appropriation acts for several years have authorized the Forest 
Service to pay the travel expenses of advisory councils or similar 
groups. ‘This provision was inserted in appropriation acts to enable 
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the Forest Service to pay the expenses of advisory committees or 
councils which advised the Forest Service on the administration of 
national forest lands. There is need from time to time for similar 
authority for other agencies of the Department. Section 4 of the 
bill provides that funds of the Department shall be available for 
expenses of advisory committees, including traveling expenses. This 
section overcomes the provisions of the act of March 4, 1909 (39 
U.S. C. 673), prohibiting the payment of expenses of committees. 


Section 5, Subsistence to employees under emergency conditions 

Appropriation acts for several years have authorized the Soil Con- 
servation Service to furnish subsistence to employees without reim- 
bursement or consideration of the value of such subsistence in fixing 
the employee’s salary. This authority in the appropriation acts has 
been used in the Soil Conservation Service in connection with its 
snow surveys. Shelters are stocked with foods that may be used 
in the event that emergency conditions prevent employees from 
returning to headquarters. 

Section 5 of the bill provides basic authority which will enable the 
Department to furnish subsistence to employees, without deduction 
from their pay, where warranted by emergency conditions connected 
with the work, under such regulations as the Secretary may prescribe. 
This would not change the normal procedures under the act of March 
5, 1928 (5 U.S. C. 75a), under which the value of quarters and sub- 
sistence furnished emplovees is deducted from their pay or considered 
in fixing their compensation. 


Section 6 (a). Payment on certificate of claimant under the agricultural 
conservation program 

The appropriation acts for many years have included authority for 
payments to a farmer on his certification that he has carried out the 
conservation practices and has complied with all other requirements 
for such payment. This provision varies the procedure prescribed in 
the certifying officers statute. Section 6 (a) of the bill amends section 
14 of the So:l Conservation and Domestic Allotment Act (16 U.S. C. 
590n) so as to make this authority permanent legislation. 


Section 6 (b). State committee approval of agricultural conservation 
practices 

Section 8 (d) of the Soil Conservation and Domestic Allotment Act 
(16 U. 8S. C. 590h (d)) provides that agricultural conservation pay- 
ments shall be conditioned upon utilization of land in conformity with 
farming practices which the Secretary of Agriculture determines to 
ate eg any one or more of the purposes set forth in section 7 (a) of 
the act. 

Since 1945, the appropriation acts have provided that the payments 
shall be conditioned upon the utilization of land in accordance with 
practices determined and approved by the State committees appointed 
pursuant to sectien 8 (b) of the act. Under this provision of the ap- 
propriation act, the State committee selects those practices in its State 
from those provided in the national program as the committee deems 
to be best adapted to local conditions. Thus the appropriation pro- 
vision places in the State committees authority placed by substantive 
law in the Secretary. Section 6 (b) of the bill makes this appropriation 
provision permanent legislation. 
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Section 6(c). Allotments to other agencies for technical services in the 
agricultural conservation program 

Section 6 (c) of the bill amends section 11 of the Soil Conservation 
and Domestic Allotment Act to authorize transfer of funds to local 
public agencies in addition to the transfer to Federal or State agencies 
as presently authorized. It also provides that transfer of funds 
for services of technicians in formulating and carrying out agricultural 
programs from allotments for agricultural conservation payments 
within the State shall be subject to such limitations and conditions as 
may be provided in the appropriation or other law. Furthermore, 
this amendment provides that transferred funds may be placed in a 
single account for each State. These provisions are intended to make 
permanent the provisions of the 1957 Appropriation Act and to 
authorize the insertion in appropriation acts of such limitations and 
conditions on the transfer of funds for services of technicians as may 
from time to time be deemed by the Congress to be necessary. At 
present the appropriation act requires that transfers of funds be made 
on recommendation of the locally elected county committee and on the 
approval of the State committee. 


Section 7. Administrative expense limitation for the National and State 
offices under the agricultural adjusiment programs 


— 


Section 7 authorizes appropriations for administrative expenses of 
National and State offices under section 392 of the Agricultural 
Adjustment Act of 1938 as may be provided by the appropriation act 
or other law. In view of the fact that the nature of the programs 
carried out changes from time to time, it is necessary to provide for 
more flexibility in the consideration of the budget for these programs. 
The bill authorizes the Appropriations Committee to report and the 
Congress to pass such sums as may be necessary. The need for this 
legislation is demonstrated by the 1957 appropriation for this item 
which is in excess of the existing percentage limitation specified in the 
basic law. 


Section 8. Representation allowances 


Section 8 of the bill amends section 606 of title VI of the Agriculture 
Act of 1954 (7 U.S. C. 1766) relating to agricultural attachés to permit 
the use of funds available for the purpose of that act to be used for 
extending courtesies to representatives of foreign countries as pro- 
vided in appropriations or other law. This language would extend 
to a limited number of top officials in the Department in the United 
States the same type of authority which is presently available to 
agriculture attachés stationed in foreign countries and which is 
presently available to several agencies of the Government; that is, 
the authority to use funds for the payment of expenses of necessary 
official entertainment and other courtesies to representatives of 
foreign countries in the United States. 


Section 9 (a). Allocation of farm-ownership loans to States 


Section 4 of the Farmers’ Home Administration Act of 1946 (7 
U.S. C. 1004) requires the distribution of farm-ownership loans to be 
based on farm population and prevalence of tenancy in each State, 
except that there may be distributed to each State such amounts as 
are necessary to meet the needs of veterans. 
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Since 1951 appropriation acts have provided that not to exceed 
certain stated amounts may be distributed to States without regard 
to the basic formula for loans in reclamation projects and to entrymen 
on unpatented public land. Section 9 (a) of the bill incorporates in 
permanent law the provision authorizing the distribution of funds, in 
addition to the amount otherwise distributed, for loans in reclamation 
projects and to entrymen on unpatented public lands in such amounts 
as may be provided in meds hae appropriations. 


Section 9 (b). Single account for Farmers’ Home Administration Admin- 
istrative fu 

Appropriation acts for several years have authorized, in the interest 
of simplifying operations, the transfer of specific amounts from the 
farm tenant mortgage insurance fund to the appropriation for salaries 
and expenses for the Farmers’ Home Administration, thus making 
available for expenses in connection with all programs administered 
under the appropriation “Salaries and expenses, Farmers’ Home 
Administration’? moneys which by basic law are available only for 
expenses in connection with the mortgage insurance program. Since 
as a practical matter these funds are not sufficient for administrative 
expenses of administering the mortgage insurance program, the change 
is to simplify budget and accounting operations. Section 9 (b) of the 
bill provides for the placing of all funds of the Farmers’ Home Admin- 
istration available for administrative expenses in a single account when 
authorized by appropriation or other law, thus providing legislative 
support for the present appropriation act language. 


Section 10. Definition of administrative expenses of Federal Crop Insur- 
ance Corporation and payment from premium income 

Section 10 of the bill amends section 516 of the Federal Crop In- 
surance Act (7 U.S. C. 1516 (a)) by adding to the list of costs which 
may be considered as nonadministrative or nonoperating, the direct 
cost of loss adjusters for crop inspections and loss adjustment. It also 
amends section 516 (a) by authorizing the use of premium income for 
administrative and operating costs within limits prescribed by the 
applicable appropriation. Similar provisions have been carried in 
the appropriation acts. 

Direct costs of loss adjustment are generally considered to be non- 
administrative expenses and are usually paid from premium income. 
The proposal to use a portion of premium income for administrative 
expenses is desirable in order to have sufficient flexibility in funds 
needed to cover sales costs. The cost of new sales is extremely variable 
since it is difficult to estimate in advance just what the volume of 
business will be. Thus, the proposed section would provide the needed 
flexibility and permit more effective operations. 

Section 11 (a). Acquisition of land 

Section 11 (a) authorizes the Department to acquire land by pur- 
chase, exchange, or otherwise when so provided in the applicable 
appropriation or other law. Some agencies of the Department have 
basic authority to acquire land when required in the conduct of their 
programs. From time to time it is necessary for other agencies to 
acquire land, particularly in connection with research activities. For 
instance, the 1957 Appropriation Act contains authority for the 
Agricultural Research Service to acquire land. The proposed section 
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"ace ig not affect in any way existing authorities for the acquisition of 
nd. 


Section 11 (6). Options to acquire land 

Section 11 (b) authorizes the Department to use appropriations 
available for purchase of land for the payment of options for land 
purchases at not to exceed $1 for each option. The annual appropria- 
tion act has included such authority for many years. The Comptroller 
Gencral has held that funds are not available for the cost of options in 
the absence of specific statutory authority. Provision is also made 
for paying more than $1 for an option when authorized by appropria- 
tion or other law. 


Section 12. Travel expenses of personnel engaged in inspection, classing, 
and grading of agricultural commodities 

This section authorizes the Secretary of Agriculture to provide for 
payment of travel expenses of persons appointed for temporary or 
seasonal services in the inspection, classing, and grading of agricultural 
commodities in situations where travel expenses may not be paid by 
the Government under existing law. This authority is needed to 
continue the effectiveness and integrity of the service and to meet 
heavy, seasonal, or temporary demands. Authority for payment for 
travel between places of recruitment and places of duty and return, 
as well as travel and per diem at places of duty, is needed in order to 
continue to provide effective inspection, grading, and classing services 
on a seasonal temporary basis. Employees are, in many instances, 
recruited at distant points and official headquarters and duty stations 
are frequently changed. Because of distances involved and the short 
duration of employment, many refuse employment if required to pay 
their own travel expenses in traveling to the place of seasonal or 
temporary employment, in maining a second residence, or in com- 
muting substantial distances while working on a temporary or seasonal 
basis away from home, and in returaing home when the assignment 
has been completed. 


Section 13. Working capital fund, Forest Service 


Section 13 of the bill establishes a working capital fund to be avail- 
able without fisca!-year limitation for furnishing supply and equipment 
services in support of the programs of the Forest Service. The Secre- 
tary of Agriculture is authorized to transfer to the fund without 
reimbursement and to capitalize in the fund such assets as he may 
determine but such capitalization shall not exceed $25 million. This 
method of capitalization provides for the establishment of the fund 
without the necessity of an appropriation therefor. The fund will 
be credited with advance payments and reimbursements from appro- 
priations of the Forest Service, other departments and agencies, and 
otherwise as is authorized by law for services and supplies furnished 
at rates approximately equal to the cost of furnishing the facilities 
and services. The fund is to be available for such supplies and services 
as the Forest Service is authorized to obtain by its various appropria- 
tions. In this connection the committee deemed it desirable to limit 
the cost of buildings and improvements to the amount provided in 
the yearly appropriations for the Forest Service. It is intended that 
this fund shall be available for any items of expense for which the 
appropriation seeking the service, supply, or equipment would other- 
wise be available. 
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There is a definite need for this fund principally to provide an 
efficient and orderly method of financing and accounting for the : 
various service operations serving many programs concurrently. Fire 
protection, timber utilization, construction and maintenance of roads, 
ns and other programs, conservation and research, cooperative assistance 
nd to States, farmers, and forest-land owners, are in a brief list of the 
ia- numerous activities for which centralized funding would be desirable. 
ler This funding would permit an orderly stocking of supplies without 
in the necessity of making large purchases for’a particular program and 
de the subsequent disposal of the supplies when such a program termi- 
a- nates. Certain fire fighting and other specialized program equipment 

may not generally be obtained on a rental basis. Also, there are 

seasonal and periodic uses of motorized and other program equipment 
9 which more efficiently could be provided on a common-use basis. 

Most of the services are now financed initially from one appropria- 
or tion somewhat arbitrarily selected, with the resultant creation of diffi- 
on culties in accounting for the use of such funds. 





bY CHANGES IN EXISTING LAW 


et In compliance with clause 3 of rule XIII of the Rules of the House 
or of Representatives, changes in existing law made by the bill are shown 
n, as follows (existing law proposed to be omitted is enclosed in black 
Lo brackets, new matter is printed in italic, and existing law in which no 
es change is proposed is shown in roman): 

g, Section 11 of the Act of May 29, 1884, as added September 21, 1944 
1s (58 Stat. 334), and amended October 30, 1951 (65 Stat. 693), and 
rt August 8, 1953 (67 Stat. 493) (21 U.S. C. 114a), as amended by pro- 
y posed section 2: 

The Secretary of Agriculture, either independently or in 

' cooperation with States or political subdivisions thereof, 
farmers’ associations and similar organizations, and indi- 
viduals, is authorized to control and eradicate tuberculosis 
and paratuberculosis of animals, avian tuberculosis, brucel- 
losis of domestic animals, southern cattle ticks, hog cholera 

4 and related swine diseases, scabies in sheep and cattle, 

t dourine in horses, scrapie and blue tongue in sheep, incipient 

1 or potentially serious minor outbreaks of diseases of animals, 

t and contagious or infectious diseases of animals (such as 

V foot-and-mouth disease, rinderpest, and contagious pleuro- 

8 pneumonia) which in the opinion of the Secretary constitute 

d an emergency and threaten the livestock industry of the 

i country, including the [purchase and destruction of diseased 

. or exposed animals (including poultry), or the destruction of 
such animals and the payment of indemnities therefor,] 
payment of claims growing out of destruction of animals 
(including poultry), and of materials, affected by or exposed 

to any ats disease, in accordance with such regulations 


i 


as the Secretary may prescribe. As used in this section, 
the term “State” includes the District of Columbia, Puerto 
Rico, and the Territories and possessions of the United 
States. 


wor ev ft 
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Section 2 of the Act of February 28, 1947 (61 Stat. 7), as amended 
September 12, 1950; title III, section 301 (85) (64 Stat. 843) (21 


U.S. C. 114c) as amended by proposed section 3: 


For purposes of this Act and section 11 of the Act of May 29, 
1884, as added by the Act of September 21, 1944, insofar as said 
Act relates to diseases which tn the opinion of the Secretary con- 
stitute an emergency and threaten the livestock industry of the 
country, funds appropriated pursuant thereto may also be 
used for the purchase or hire of passenger motor vehicles and 
aircraft, for printing and binding without regard to section 87 
of the Act of January 12, 1895, or section 11 of the Act of 
March 1, 1919 (U.S. C., title 44, sec. 111), for personnel 
services in the District of Columbia and elsewhere, including 
the employment of civilian nationals of Mexico, and for the 
construction and operation of research laboratories, quaran- 
tine stations, and other buildings and facilities. 


Section 14 of the Soil Conservation and Domestic Allotment Act 
as added by the Act of February 29, 1936 (49 Stat. 1151) (16 U.S.C. 
590n), as amended by proposed section 6 (a): 


The facts constituting the bases for any payment or grant 
or the amount thereof authorized to be made under section 7 
or 8 hereof, when officially determined in conformity with 
rules or regulations prescribed by the Secretary of Agricul- 
ture, shall be reviewable only by the Secretary of Agriculture. 
Payments to claimants under sections 7 to 17, inclusive, of this 
Act may be made upon the certificate of the claimant, which cer- 
tificate shal be in such form as the Secretary of Agriculture may 
prescribe, that he has carried out the conservation practice or 
practices and has complied with all other requirements as con- 
ditions for such payments and that the statements and informa- 
tion contained in the application for payment are correct and 
true, to the best of his knowledge and belief, under the penalties 
of title 18, United States Code. 


Section 11 of the Soil Conservation and Domestic Allotment Act as 
added by the Act of February 29, 1936 (49 Stat. 1150), and amended 
June 24, 1936 (49 Stat. 1915) (16 U. S. C. 590k ), as amended by 
proposed section 6 (ce): 


All funds available for carrying out this Act shall be avail- 
able for allotment to the bureaus and offices of the Depart- 
ment of Agriculture and for transfer to such other agencies 
of the Federal or State Governments, or to local public 
agencies, as the Secretary may request to cooperate or assist 
in carrying out this Act and for payments to committees or 
associations of producers ir any region or regions to cover the 
estimated administrative ex»enses to be incurred by any 
such committee or association in cooperating in carrying out 
this Act: Provided, That the Secretary may prescribe that 
all or part of such estinsated expenses of any such committee 
or association may be deducted pro rata from the payments 
or grants made to the members thereof: [And] Provided 
further, That the Secretary may make such payments in ad- 
vance of determination of performance: Provided further, 
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That the transfer of funds for services of technicians in for- 
preeiae and carrying out agricultural conservation programs, 
from allotments for agricultural conservation payments within 
a State, shall be subject to such limitations and conditions as may 
be provided in appropriation or other law. Funds so traas- 
Serred may be placed in a single account for each State. 








Section 392 (b) of the Agricultural Adjustment Act of 1938 (52 


Stat. 69) as amended January 31, 1942 (56 Stat. 41) (7 U.S. C. 


1392 (b)), as amended by proposed section 7: 


(65 Stat. 197) (7 


TITLE ITT—LOANS, PARITY PAYMENTS, CONSUM- 
ER SAFEGUARDS AND MARKETING QUOTAS 


In the administration of this title and sections 7 to 17, 
inclusive, of the Soil Conservation and Domestic Allotment 
Act, as amended, the aggregate amount expended in any 
fiscal year, beginning with the fiscal year ending June 30, 
1942, for administrative expenses in the District of Columbia, 
including regional offices, and in the several States (not 
including the expenses of county and local committees) 
shall not exceed 3 per centum of the total amount available 
for such fiscal year for carrying out the purposes of this title 
and such Act, unless otherwise provided by appropriation or 
other law. In the administration of section 32 of the Act 
entitled “An Act to amend the Agricultural Adjustment 
Act, and for other purposes,” approved August 24, 1935 
(49 Stat. 774), as amended, and the Agricultural Marketing 
Agreement Act of 1937, as amended, and those sections of 
the Agricultural Adjustment Act (of 1933), as amended, 
which were reenacted and amended by the Agricultural 
Marketing Agreement Act of 1937, as amended, the aggregate 
amount expended in any fiscal year, beginning with the 
fiscal year ending June 30, 1942, for administrative expenses 
in the District of Columbia, including regional offices, and 
in the several States (not including the expenses of county 
and local committees) shall not exceed 4 per centum of the 
total amount available for such fiscal year for carrying out 
the purposes of said Acts, unless otherwise provided by 
appropriation or other law. In the event any administrative 
expenses of any county or local committee are deducted in 
any fiscal year, beginning with the fiscal year ending June 
30, 1939, from Soil Conservation Act payments, parity 
payments, or loans, each farmer receiving benefits under 
such provisions shall be apprised of the amount or percentage 
deducted from such benefit payment or loan on account of 
such administrative expenses. The names and addresses 
of the members and employees of any county or local 
committee, and the amount of such compensation received 
by each of them, shall be posted annually in a conspicuous 
pleas in the area within which they are employed. 


Section 4, title I, of the Bankhead-Jones Farm Tenant Act (50 Stat. 
524) as amended puree. 14, 1946 (60 Stat. 1075), and August 23, 1951 


9 (a): 





S. C. 1004), as amended by proposed section 
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TITLE I—TENANT PURCHASE LOANS AND MORT- 
GAGE INSURANCE 


In making loans under this title, the amount which is 
devoted to such purposes during any fiscal vear shall be 
distributed equitably among the several States and Terri- 
tories on the basis of farm population and the prevalence of 
tenancy as determined by the Secretary: Provided, That 
there may be distributed to each State such amounts as are 
necessary to finance loans pursuant to all bona fide applica- 
tions from veterans qualified under section 1 hereof: Pro- 
vided further, That there may be disbursed in any fiscal year 
to each State or Territory such amount not in excess of 
$100,000 as is determined by the Secretary to be necessary 
to finance loans in such State or Territory under this title: 
Provided further, That there may be distributed to States and 
Territories such amounts as may be provided in applicable 
appropriations, in addition to the amount otherwise distributed 
thereto, for loans in reclamation projects and to entrymen on 
unpatented public lands. 


Section 516 (a) of the Federal Crop Insurance Act (52 Stat. 77) as 
amended June 21, 1941 (55 Stat. 255, 256) (7 U.S. C. 1516 (@)), as 
amended by proposed section 10: 


There are hereby authorized to be appropriated such sums, 
not in excess of $12,000,000 for each fiscal year beginning 
after June 30, 1938, as may be necessary to cover the oper- 
ating and administrative costs of the Corporation, which shall 
be allotted to the Corporation in such amounts and at such 
time or times as the Secretary of Agriculture may deter- 
mine: Provided, That expenses in connection with the pur- 
chase, transportation, handling, or sale of the agricultural 
commodity and the direct cost of loss adjusters for crop inspec- 
tions and loss adjustments may be considered by the Corpora- 
tion as being nonadministrative or nonoperating expenses. 
The Corporation is authorized to use premium income for ad- 
ministrative and operating costs within limiis prescribed in 
applicabie appropriations. For the fiscal year ending June 30, 
1939, the appropriation authorized under this subsection is 
authorized to be made only out of the unexpended balances 
for the fiscal year ending June 30, 1938, of the sums appro- 

riated pursuant to section 15 of the Soil Conservation and 
Dunsastin Allotment Act, as amended. 


_The following statutes, while not directly amended by the pro- 
visions of H. R. 11682, are affected by such provisions: 


Statute Arrecrep BY PrRoposep Section 4 


No part of the public moneys, or of any appropriation made by 
Congress, shall be used for the payment of compensation or expenses 
of any commission, council, board, or other similar body, or any 
members thereof, or for expenses in connection with any work or the 
results of any work or action of any commission, council, board, or 
other similar body, unless the creation of the same shall be or shall 
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have been authorized by law; nor shall there be employed by detail, 
hereafter or heretofore made, or otherwise personal services from any 
executive department or other Government establishment in connec- 
tion with any such commission, council, board, or other similar body. 
(Mar. 4, 1909, 31 U.S. C. 673.) 

After January 1, 1945, no part of any appropriation or fund made 
available by this or any other Act shall be allotted or made available 
to, or used to pay the expenses of, any agency or instrumentality 
including those established by Executive order after such agency or 
instrumentality has been in existence for more than one year, if the 
Congress has not appropriated any money specifically for such agency 
or instrumentality or specifically authorized the expenditure of funds 
by it. 

* * * * 7 + * 


(June 27, 1944, 31 U.S. C. 696.) 
Statute Arrectep BY PRopPosED SECTION 5 


The head of an executive department, or independent establishment, 
where, in his judgment, conditions of employment require it, may 
continue to furnish civilians employed in the field service with quarters, 
heat, light, household equipment, subsistence, and laundry service; 
and appropriations of the character used before March 5, 1928, for 
such purposes are made available therefor: Provided, That the 
reasonable value of such allowances shall be determined and considered 
as part of the compensation in fixing the salary rate of such civilians, 
(Mar. 5, 1928, 5 U.S. C. 75a.) 


Statute Atso Arrectep BY Prorosep SECTION 6A 


Notwithstanding the provisions of section 82 of this title. and section 
4 of Executive Order Numbered 6166, dated June 10, 1933, disbursing 
officers under the executive branch of the Government shall (1) 
disburse moneys only upon, and in strict accordance with, vouchers 
duly certified by the head of the department, establishment, or 
agency concerned, or by an officer or employee thereof duly authorized 
in writing by such head to certify such vouchers; (2) make such 
examination of vouchers as may be necessary to ascertain whether 
they are in proper form, duly certified and approved, and correctly 
computed on the basis of the facts certified; and (3) be held account- 
able accordingly. (Dec. 29, 1941, 31 U.S. C. 82b.) 


SratuTtse AFFEcTED BY PROPOSED SECTION 6B 


Any payment or grant of aid made under subsection (b) shall be 
conditioned upon the utilization of the land, with respect to which 
such payment is made, in conformity with farming practices which the 
Secretary finds tend to effectuate any one or more of the purposes 
specified in clause (1), (2), (3), (4), or (5) of section 7 (a). (See. 8 (d) 
of the Soil Conservation and Domestic Allotment Act 16 U. S. C. 
590h (d).) 

Srarute AFFECTED BY ProposEeD SECTION 9B 


The Secretary shall require the mortgagor or 1.ortgagee of such 
initial fees for inspection, appraisal, and other charges as he finds 





; 
| 
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necessary * * *, The proceeds of such fees shall be deposited in 
the Treasury for use for administrative expenses as provided in sub- 
section (e) (2) of this section. 

(1) The Secretary shall collect from the mortgagor for mortgage 
insurance an annual charge at the rate of one per centum of the out- 
standing principal obligation of the mortgage; * * *. (2) One-half 
of the amount paid as charges in pursuance of this subsection shall be 
the premium for insurance and shall be deposited in the fund! and 
may be used only for purposes to which the fund may be devoted. 
The other half of the amounts so paid shall be deposited in the 
Treasury to the credit of the Secretary and shall be available only for 
administrative expenses to carry out the provisions of sections 1-5, 
12-14 of this title, relating to mortgage insurance. (Sec. 12 (d), (e) of 
title 1, Bankhead-Jones Farm Tenant Act, 7 U.S. C. 1005b (d) (e).) 

One-half of all insurance charges ? shall become a part of the Fund 
and one-half shall be deposited in the Treasury of the United States 
and shall be available for administrative expenses in connection with 
the insurance program authorized by sections 3-10 of this title. 
(Sec. 10 (c), the Act of August 28, 1937, as added by the Act of Au- 
gust 17, 1954, 16 U. S. C. 590x-3 (c), Supp. III.) 


Sratutre AFFECTED BY PROPOSED SECTION 114 


No land shall be purchased on account of the United States except 
under a law authorizing such purchase. (41 U.S. C. 14.) 


Sratruts AFFECTED BY PROPOSED SECTION 11B 


No advance of public money shall be made in any case unless 
authorized by the appropriation concerned or other law. And in all 
cases of contracts for the performance of any service, or the delivery 
of articles of any description, for the use of the United States, payment 
shall not exceed the value of the service rendered, or of the articles 
delivered previously to such payment * * * (Act of Aug. 2, 1946, 
31 U.S. C. 529.) 


Statute Arrectep By Prorosep Section 14 


No funds made available by this or any other Act shall be withdrawn 
from one appropriation account for credit to another, or to a working 
fund, except as authorized by law: Provided, That, except as otherwise 
specifically provided by law, any funds so withdrawn and credited 
shall be available for the same purposes, and subject to the same 
limitations, conditions, and restrictions, as provided by the Act appro- 
priating such funds: Provided further, That any such withdrawal and 
eredit shall be made, without warrant action, by check: Provided 
further, That no funds withdrawn and credited pursuant to section 601 
of the Act of June 30. 1932, as amended (47 Stat. 417: 31 U.S. C. 686), 
shall be available for any period beyond that provided by the Act 
appropriating such funds. (64 Stat. 765.) 


‘ Farm tenant-mortgage insurance fund. 
* Insurance of loans for facilities for water storage and utilization. 


O 
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EXPRESSING THE SENSE OF CONGRESS AGAINST ADMIS- 
SION OF THE COMMUNIST REGIME IN CHINA AS THE 
REPRESENTATIVE OF CHINA IN THE UNITED NATIONS 





Jury 16, 1956.—Referred to the House Calendar and ordered to be printed 





Mrs. Ketry of New York, from the Committee on Foreign Affairs, 
submitted the following 


REPORT 


(To accompany H. Con. Res. 265] 


The Committee on Foreign Affairs, to whom was referred the 
concurrent resolution (H. Con. Res. 265), expressing the sense of 
Congress against admission of the Communist regime in China as the 
representative of China in the United Nations, having considered the 
same, report favorably thereon without amendment and recommend 
that the concurrent resolution do pass. 


COMMITTEE ACTION 


House Concurrent Resolution 265 was introduced by the Hon. 
Edna F. Kelly and referred to the Committee on Foreign Affairs on 
July 13, 1956. On that date the committee considered the resolution 
in executive session and unanimously ordered it reported. 


PURPOSE 


The resolution does two things: First, it expresses the sense of the 
Congress that its previous expressions should be and are reemphasized 
that the Communist regime in China should not be admitted to mem- 
bership in the United Nations or any of its specialized agencies as a 
representative of China; secondly, the Congress expresses its convic- 
tion that such admission would gravely injure the United Nations and 
impair that organization’s effective functioning in accordance with 
the aims, principles, and provisions of the United Nations Charter. 
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PREVIOUS EXPRESSIONS BY THE HOUSE AND COMMITTEE 


This resolution is not only in keeping with previous congressional 
statements and resolutions but is intended to reemphasize and but- 
tress those statements and expressions. 
the committee that this matter is so essential and vital that the over- 
whelming sentiment of the American people through its Congress 
should be again stated in certain and positive terms. 

For the benefit of the House, there follow previous expressions by 


the House and the Committee on Foreign Affairs on this subject: 


1948: Strategy and Tactics of World Communism. Supple- 
ment I1I—Communism in China (report of Foreign 
Affairs Subcommittee on National and International 
Movements, Hon. Frances P. Bolton, cha'rman) 

Chinese communism is regular communism, Its doctines 
follow those of Lenin and Stalin. Its leaders are Moscow 
trained. Its policies and action, its strategy and tactics, are 
Communist. The Chinese Communists have followed faith- 
fully every zigzag of the Kremlin’s line for a generation. 


January 19, 1951: House Resolution 77, 82d Congress, 1st 
session 


Resolved, That it is the sense of the House of Representa- 
tives that the United Nations should immediately act and 
declare the Chinese Communist authorities an aggressor in 
Korea. 


May 15, 1951: House Resolution 96, 82d Congress, 1st session 
Resolved, That it is the sense of the House of Representa- 

tives that the Chinese Communist authorities shall not be 

permitted to represent China in the United Nations. 


July 21, 1953: Amendment to Departments of State, Justice, 
and Commerce Appropriation Act, 1954 
Sec. 111. It is the sense of the Congress that the Commu- 
nist Chinese Government should not be admitted to member- 
ship in the United Nations as the representative of China. 


July 10, 1958: Extracts from House Report 768 (838d Cong., 1st 
sess.) accompanying House Concurrent Resolution 129 

China has been a member of the United Nations since the 
beginning of that organization. Its seat has always been, 
and is, occupied by a representative of the National Govern- 
ment of the Republic of China, now on Formosa. The issue 
is whether the single seat assigned to China—1 of the 5 per- 
manent members of the Security Council— sould continue 
to be held by the representative of the National Government 
of the Republic of China or whether that representative 
should be unseated and a representative of the Chinese Com- 
munists who have seized the mainland given that seat. ‘The 
attitude of Congress is an unequivocal expression of opposi- 
tion to the latter alternative. 

The legal issues involved in determining whether the 
Chinese Communists should be seated in place of the repre- 
sentative from Nationalist China have n exhaustively 








It was the strong view of 





REPRESENTATIVE OF CHINA IN THE UNITED NATIONS 


debated in the organs of the United Nations. In its resolu- 
tion of December 14, 1950, the General Assembly recom- 
mended that in cases where “more than one authority claims 
to be the government entitled to represent a member 
state * * * the question should be considered in the light 
of the purposes and principles of the charter and the circum- 
stances of each case.” 

An examination of those portions of the charter strength- 
ens the committee’s conviction that the Chinese Communists 
have no basis upon which to lay claim to representation in 
the United Nations. The preamble of the charter states the 
ennai motivated the establishment of that organization, 
namely: 

“To reaffirm faith in fundamental human rights, in the 
dignity and worth of the human person, in the equal rights 
of men and women and of nations large and small; and 

“To establish conditions under which justice and respect 
for the obligations arising from treaties and other sources of 
international law can be maintained; and 

“To promote social progress and better standards of life, 
in larger freedom; and for these ends to practice tolerance 
= live together in peace with one another as good neighbors; 
an 

“To unite our strength to maintain international peace 
and security; and 

“To insure, by the acceptance of principles and the insti- 
tution of methods, that armed forces shall not be used, save 
in the common interests; and 

“To employ international machinery for the promotion of 
the economic and social advancement of all peoples; have 
resolved to combine our efforts to accomplish these aims.” 

Article 1 spells out the purposes for which the United 
Nations has been organized— 

“To maintain international peace and security, and to that 
end: to take effective collective measures for the prevention 
and removal of threats to the peace, and for the suppression 
of acts of aggression or other breaches of the peace, and to 
bring about by peaceful means, and in conformity with the 
principles of justice and international law, adjustment or 
settlement of international disputes or situations which 
might lead to a breach of the peace; 

“To develop friendly relations among nations based on 
respect for the principle of equal rights and self-determina- 
tion of peoples, and to take other appropriate measures to 
strengthen universal peace; 

“To achieve international cooperation in solving inter- 
national problems of an economic, social, cultural, or hu- 
manitarian character, and in promoting and encouraging 
respect for human rights and for fundamental freedoms for 
fer distinction as to race, sex, language, or religion; 
an 

“To be a center for harmonizing the actions of nations in 
the attainment of these common ends.” 

Article 2 imposes rules of conduct upon the members: 
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“The organization is based on the principle of the soverign 
equality of all its members. 

‘All members, in order to insure to all of them the rights 
and benefits resulting from membership, shall fulfill in good 
faith the obligations assumed by them in accordance with 
the present charter. 

“All members shall settle their international disputes by 
peaceful means in such a manner that international peace 
and security, and justice, are not endangered. 

“All members shall refrain in their international relations 
from the threat or use of force against the territorial integrity 
or political independence of any state, or in any other manner 
inconsistent with the purposes of the United Nations. 

“‘All members shall give the United Nations every assist- 
ance in any action it takes in accordance with the present 
charter, and shall refrain from giving assistance to any state 
against which the United Nations is taking preventive or 
enforcement action.” 

Measured against the criteria laid down in the charter, the 
Chinese Communists do not meet the standards prescribed for 
membership in the United Nations. They have shown a 
consistent disregard for fundamental human rights, they 
have degraded the dignity of persons, and they have obliter- 
ated the rights of individuals. Freedom has been sitfled; 
intolerance has been substituted for tolerance. 

In the international field the Chinese Communists have not 
only refused to assist the United Nations in its action taken 
in accordance with the charter against aggression in Korea; 
they have participated in the aggression. This is not alone 
the judgment of the United States. It is the considered con- 
clusion reached by an overwhelming majority of the General 
Assembly. A regime that has been held to have violated the 
charter cannot plead that it meets the standards necessary to 
hold a seat in an organization pledged to support that very 
charter. Indeed, to seat the Chinese Communists would only 
qualify them for expulsion. Article 6 states that ‘a member 
of the United Nations which has persistently violated the 
principles contained in the present charter may be expelled 
from the organization * * *.” To accord representation to 
a regime that is unable or unwilling to discharge its inter- 
national responsibilities would make a mockery of the very 
principles that led to the creation of the United Nations. 
It would violate both the letter and the spirit of the charter. 

The moral and legal issues involved in this question are not 
in conflict with the practical issues. The United States and 
the United Nations are engaged in hostilities against the 
Chinese Communists. To give them a permanent seat on 
the Security Council, equal in weight to that of the United 
States and the other permanent members would enhance 
their prestige, give courage to their sympathizers, and weaken 
those in other countries who are resisting Communist 
aggression from without and Communist subjugation from 
within. It would imply an acceptance of their permanent 
conquest of China and give them an air of respectability. 
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All of this is in contradiction to the judgment already 
ressed by the members. 
he psychological consequences of seating the Chinese 
Communists would be disastrous. It would be a reward to 
the enemies of the United Nations and of the United States. 
The ——, the organization would suffer irreparably no 
less than that of the members who are fighting to uphold 
its principles. 
In the course of the present truce negotiations, our Gov- 
ernment has taken an adamant position that it will not turn 
over to the Chinese Communists some 15,000 Chinese 
prisoners who are opposed to the Communist regime. The 
committee believes that the American people will not accept 
for 450 million people what it rejects for 15,000. 
For these reasons our Government should actively oppose 
anting representation to the Chinese Communists in the 
nited Nations or in any of the specialized agencies. Should 
the Chinese Communists delegate, nevertheless, be seated 
over our opposition, the Congress, representing the over- 
whelming sentiment of the American people on this matter, 
would properly insist upon a reexamination of our participa- 
tion in the United Nations or any of the specialized agencies. 


August 26, 1954: Extract from section 101 of the Mutual 
ve Act of 1954 (Public Law 665, 83d Cong., 2d 
sess. 


The Congress hereby reiterates its opposition to the 
seating in the United Nations of the Communist China 
regime as the representative of China. In the event of 
the seating of representatives of the Chinese Communist 
regime in the Security Council or General Assembly of the 
United Nations, the President is requested to inform the 
Congress, insofar as is compatible with the requirements of 
national security, of the implications of this action upon 
the foreign gost! of the United States and our forei 
relationships, including that created by membership in the 
United Nations, together with any recommendations which 
he may have with respect to the matter. 


July 8, 1955: Section 12 of the Mutual Security Act of 1956 
(Public Law 138, 84th Cong., 1st sess.) 

It is hereby declared to be the continuing sense of the 
Congress that the Communist regime in China has not 
demonstrated its willingness to fulfill the obligations con- 
tained in the charter of the United Nations and should not 
be recognized to represent China in the United Nations. 
May 10, 1956: Extract from House Report 2147 (84th Cong., 2d 

sess.), Report of the Special Study Mission to the Middle 
East, South and S t Asia, and the Western Pacific 
(pp. 203, 204) 

* * * the United States must steadfastly refuse to recog- 
nize the Communist regime in China and must resist its 
admission to the United Nations. 

The study mission was unable to discover any benefit that 
recognition could bring to us or to any other nation in the 
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REPRESENTATIVE OF CHINA IN THE UNITED NATIONS 


free world. This is not a matter of speculation. What bene- 
fits have been gained by any of the countries that have recog- 
nized Communist China? 

There are solid grounds for opposing Communist China’s 
admission to the United Nations and other international 
organizations. 

(1) Legally, such admission would make a mockery of the 
U. N. Charter itself, which restricts admission to “ peace- 
loving” nations. Communist China cannot qualify for ad- 
mission until it proves it has changed its character and objec- 
tives by supporting the U. N. against ression, instead of 
supporting aggression against the U.N. It cannot change its 
character and objectives until it ceases to be Communist. 
And the more the world accepts it, the less reason there is for 
it to shed its communism. 

(2) Politically, admission to the U. N. would be a smashing 
victory for onl communism and a smashing defeat for the 
forces of freedom. It would give the Communist dictatorship 
in China legitimacy and respectability, enormously increase 
its prestige, influence, and power. It would give Communists 
control of Chinese embassies and consulates in scores of coun- 
tries, including some which have never recognized the Soviet 
Union. Every consulate would become a center of Commu- 
nist espionsge, sabotage, and propaganda. This would be 
especially disastrous in Southeast Asia where the free peoples 
are already fighting a life-and-death struggle to halt Com- 
munist advances and subversion. 

(3) Morally, it would be an equally devastating defeat for 
the free world. Admission would not be mere acceptance of 
a powerful band of gangsters on the basis of expediency or 
so-called realism; rather, it would be abandonment of 450 
million people to Communist enslavement. It would be 
regarded by all as an attempt to buy peace for ourselves by 
sacrificing our own moral principles and other peoples’ free- 
dom. If anyone imagines the peoples of Asia will resist a 
Communist,China which the Western World embraces, he is 
deceiving no one but himself. History proves that there is 
no peace in appeasement. 

If we are to defeat the avowed purpose of armed commu- 
nism to conquer the world, the first step is to prevent its 
gaining any more victories—territorial, military, economic, 
diplomatic. Free Asia will crumble once it believes the Com- 
munists are winning. Recognition by the United States or 
admission to the United Nations would mean to Asia, as it 
should mean to us, that the Communists have already won. 


June 20, 1956: Section 110 of the Department of State Appro- 
priation Act, 1957 (Title I of Public Law 608, 84th Cong., 
2d sess.) 

It is the sense of the Congress that the Communist Chinese 

Government should not be admitted to membership in the 

United Nations as the representative of China. 
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July 14, 1956: Section 107 of H. R. 12130, 84th Congress, 2d 
session, Mutual Security Appropriation Act, 1957, as 
reported by the Senate Appropriations Committee 

The Congress hereby reiterates its opposition to the seating 
in the United Nations of the Communist China regime as the 
representative of China, and it is hereby declared to be the 

a ey Ses of the Congress that the Communist regime 

in China has not demonstrated its willingness to fulfill the 

obligations contained in the charter of the United Nations 
and should not be recognized to represent China in the 

United Nations. In the event of the seating of representa- 

tives of the Chinese Communist regime in the Security 

Council or General Assembly of the United Nations, the 

President is requested to inform the Congress insofar as is 

compatible with the requirements of national security, of the 

implications of this action upon the foreign policy of the 

United States and our foreign relationships, including that 

created by membership in the United Nations, together with 

any recommendations which he may have with respect to the 
matter. 
CONCLUSION 


The members of the Communist regime in China are exerting con- 
tinuous effort to gain admission into the United Nations and its special- 
ized agencies as the representatives of China. At a time when these 
efforts are being intensified by the Communist bloc and supported by 
some others, it is particularly important to restate and reemphasize the 
overwhelming sentiment of the United States as expressed by its 
people, by its Congress, and by its President. 

istory has some vivid examples of grave consequences flowing from 
actions taken by governments which misjudged American opinion on a 
iven issue. It would be tragic if anyone abroad failed to understand 
ow deep and determined is the feeling of the American people on the 
issue involved in this resolution. By the very nature of their office, 
Members of Congress know and reflect accurately the views and deep 
feelings of the American people, whom they represent. That is what 
gives extraordinary significance to the repeated unanimous votes of 
the Congress against the admission of Communist China to the 
United Nations. Anyone who might be inclined to support the admis- 
sion of the Communist regime in China into the United Nations as 
the representative of China should seriously weigh in advance the 
loss to the United Nations which would result from this disregard of 
the principles of the United Nations and of United States public 
opinion which to date has so fully supported the United Nations. 

The adoption of this resolution will serve notice to all that the 
admission of the Communist regime to membership in the United 
Nations or any of its specialized agencies as a representative of China 
will be regarded as a serious matter by our Nation. At the same 
time, its adoption will reassure the peoples and governments of the 
free world that the United States position on this question is firm 
and resolute. 
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2d Session No. 2734 





IMPROVING GOVERNMENTAL BUDGETING AND 
ACCOUNTING METHODS AND PROCEDURES 





Juxy 16, 1956.—Ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Oper- 
ations, submitted the following 


REPORT 


[To accompany H. R. 11526] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 11526) to improve governmental budgeting and ac- 
counting procedures and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 6, after the word “amended” strike out all down to 
and including “‘(1);” on line 7. 

Page 1, line 8, strike out “(1)” and insert in lieu thereof ‘(a)”’. 

Page 1, line 9, strike “(2) at such times as may be practicable,” 
and insert in lieu thereof “(b) to the extent deemed desirable and 
practicable by the President, and at such times and in such manner 
as he may determine,”’. 

Page 1, line 10, strike “‘subsec-”’. 

Page 2, line 1, strike “tions’”’ and insert in lieu thereof the word 
“subparagraphs”. 

Page 2, line 1, strike “(3)” and insert in lieu thereof ‘(c)”’. 

Page 2, line 1, strike “(11)” and insert in lieu thereof “(k)”’. 

Page 2, line 2, strike “respectively; and by adding the following 
new subsections:” and insert “respectively.”’. 

Page 2, beginning with line 3, strike out all of the language through 
page 3, line 16. 

Page 3, line 21, after the word “shall,” insert “‘to the extend deemed 
desirable and practicable by the President, and”’. 

Page 3, line 22, after the word “as’’, insert “he’’. 

Page 3, line 22, after the word “may” delete “be determined by 
the President,” and insert “‘determine”’. 
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Page 3, line 24, after the word “operations,” insert “including 
administrative subdivisions of funds,”’. 

Page 3, line 25, after the word “by” delete the word “all’’. 

Page 4, line 1, after the word “establishments” insert the word 
“concerned”’. 

Page 4, line 1, after the word “subordinate”’ delete the following: 


units. Administrative subdivisions of appropriations or 
funds shall be made on the basis of such cost-based budgets. 


Page 4, line 17, strike “by organizational units”’. 

Page 4, line 22, after the word “agency” insert the word ‘“con- 
cerned’’. 

Page 5, line 2, after the word “of” add the word “such”. 

Page 5, line 2, after the word “as” strike “‘re-”’. 

Page 5, line 2, strike “quired by’ and insert “may be developed 
pursuant to”’. 

Page 5, line 12, after the word “to” strike “have’’. 

Page 5, line 13, strike “a simplified system for’ and insert in lieu 
thereof “achieve simplification in’’. 

Page 5, line 15, after the word “operating’’ strike “unit, at the 
highest’’. 

age 5, line 16, strike “practical level, from not more than one” 

and add the words “unit through mmimum”’, 

Page 5, line 16, after the word “administrative” strike “sub-’’. 

Page 5, line 17, strike the word “division” and add in lieu thereof 
“subdivisions consistent with operational requirements’’. 

The bill, as amended, follows: 


[H. R. 11526, 84th Cong., 2d sess.] 


A BILL To improve governmental budgeting and accounting methods 
and procedures, and for other purposes 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, 


AMENDMENTS TO THE BUDGET AND ACCOUNTING ACT, 1921 


Section 1. (a) Section 201 of the Budget and Accounting 
Act, 1921, as amended (31 U.S. C. 11), is further amended 
by adding after subparagraph (a) a new subparagraph “‘(b) to 
the extent deemed desirable and practicable by the President, 
and at such times and in such manner as he may determine, 
information on program costs and accomplishments”; by 
changing subparagraphs (b) through (j) to subparagraphs (c) 
through (k), respectively. 

(b) Section 216 of such Act, as amended (31 U.S. C. 24), 
is further amended by inserting “(a)” after the words 
“Src. 216.” and by adding the following new subsections: 

“(b) The requests of the departments and establishments 
for appropriations shall, to the extent deemed desirable and 
practicable by the President, and in such manner and at such 
times as he may determine, be developed from cost-based 
budgets. 

“(c) For purposes of administration and operation, in- 
cluding administrative subdivisions of funds, such cost-based 
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budgets shall be used by departments and establishments 
concerned and their subordinate units.” 


AMENDMENTS TO THE BUDGET AND ACCOUNTING PROCEDURES 
ACT OF 1950 


Sxc. 2. (a) The Budget and Accounting Procedures Act 
of 1950 is amended by inserting after section 105 thereof the 
following new section: 


“ACCOUNTING AND BUDGET CLASSIFICATION 


“Src. 106. The head of each executive agency shall, in 
consultation with the Director of the Bureau of the Budget, 
take whatever action may be necessary to achieve, insofar as 
is possible, (1) consistency on accounting and budget classifi- 
cations, (2) synchronization between accounting and budget 
classifications and organizational structure, and (3) support 
of the budget justifications by information on performance 
and program costs.” 

(b) Section 113 of such Act (31 U.S. C. 66a) is amended 
by adding at the end thereof the following new subsection: 

“(e) As soon as practicable after the date of enactment of 
this subsection, the head of each executive agency con- 
cerned shall, in accordance with principles and standards 
prescribed by the Comptroller General, cause the accounts of 
such agency to be maintained on an accrual basis to show 
the resources, liabilities, and costs of operations of such 
agency with a view to facilitating the preparation of such 
cost-based budgets as may be developed pursuant to section 
216 of the Budget and Accounting Act, 1921, as amended. 
The accounting system required by this subsection shall 
include adequate monetary property accounting records as 
an integral part of the system.” 

(c) Section 118 of such Act is amended by inserting 
113 (c)” after the words “section 111”. 


SIMPLIFICATION OF SYSTEM FOR SUBDIVIDING FUNDS 


Src. 3. Section 3679 (g), Revised Statutes, as amended 
(31 U. S. C. 665 (g)), is further amended by adding at 
the end thereof the following sentence: “In order to achieve 
simplification in the administrative subdivision of appro- 
priations or funds, each agency shall work toward the 
objective of financing each operating unit through minimum 
administrative subdivisions consistent with operational re- 
quirements for each appropriation or fund affecting such 
unit. 


SuMMARY OF PROVISIONS 


The bill amends the Budget and Accounting Act of 1921 and the 
Budgeting and Accounting Procedures Act of 1950 to enable the 
President to include in the annual budget information on program 
costs and accomplishments. The departments and establishments 
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would be required to develop their oe for appropriations, to the 
extent deemed desirable and practicable by the President, from cost- 
based budgets. It further provides that for purposes of administra- 
tion and operation, including administrative subdivisions of funds, 
such cost-based budgets shall be used by departments and establish- 
ments concerned and their subordinate units. 

The bill authorizes the head of each agency in consultation with 
the Director of the Bureau of the Budget to act to achieve consistency 
in accounting and budget classifications, synchronization between these 
classifications and organizational structure and support of budget 
justifications by information on performance and program costs. 

e shall cause the accounts of eds agency to be maintained on an 
accrual basis and include adequate monetary property accounting 
records. 

The bill seeks to achieve simplification in the administrative 
subdivision of appropriations or funds by requiring each agency to 
work toward the objective of financing each operating unit through 
minimum administrative subdivisions consistent with operational 
requirements for each appropriation or fund. 


GENERAL STATEMENT 


By this action, the Committee on Government Operations seeks to 
improve the system of budgeting and accounting in the Federal 
Government and to authorize new procedures such as the cost based 
budget where necessary to achieve this end. This action is partly 
the result of the recommendations of the Hoover Commission on the 
Organization of the Executive Branch of the Government, develop- 
ments under the joint accounting program, and the committee’s own 
continuing study and review. The bill seeks not only to promote 
simplification in reporting of the complex financial operations of the 
Government but also to obtain greater congressional control over and 
knowledge of appropriated funds. It is believed that the provisions of 
this bill may contribute to reducing the large carryover of funds from 
year to year which has reached tremendous proportions and about 
which many complaints have been made. 

The bill as originally introduced contained a provision instituting 
the submission of budgetary requests for appropriations on an annual 
accrued expenditure basis. The committee heard strong testimony 
from the chairman of the Committee on Appropriations of the House 
and the ranking minority member of that committee objecting to the 
accrued expenditure device primarily on the ground that it would 
necessarily lead to contract authority for programs which extend 
beyond 1 fiscal year. It was felt that contract authority weakened 
congressional control, and it would not realize the benefits claimed. 
On the basis of these objections and the committee’s own study, the 
provision for appropriations on an annual accrued expenditure basis 
was deleted from the bill. 

The other changes in the original bill were made to give clarity of 
expression and to refine the objectives and were not intended to make 
substantive alterations in the basic provisions. 

The committee believes that the changes in budgeting and account- 
ing provided by this bill have merit and should be adopted. The 
committee was not, however, impressed by the claims of the Hoover 
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Commission and its task force that $4 billion could be saved by 
carrying out the Hoover Commission recommendations. In fact, 
neither the representatives of the Hoover Commission, the Bureau 
of the Budget, the Comptroller General, nor any other officials were 
able to state how the $4 billion figure was arrived at or in what way 
this saving could be made. We must conclude, therefore, that the 
figure of $4 billion is a myth. The committee is not prepared to 
endorse any figure, large or small, that represents any saving that 
could be accomplished by enactment of the Hoover Commission 
recommendations. 

The committee is, however convinced that the enactment of this 
legislation will eliminate the confusion that has resulted from a differ- 
ence between accounting and budget classifications and will require a 
realistic estimate of costs in support of budget requests. It will 
reaffirm the constitutional right of Congress to control over and 
knowledge of appropriated funds. No other justification of this 
legislation is necessary. 

The committee had under consideration a number of bills to carry 
out the recommendations of the Hoover Commission. H. R. 9402, 
introduced by Congressman Lipscomb, contained nearly all of the 
Hoover Commission recommendations that seemed to require legis- 
lative action. Extensive hearings were held on all of these measures 
at which testimony was taken from many authorities. The commit- 
tee concluded that H. R. 11526, as amended, represented the com- 
mittee’s best judgment as to what changes should be put into effect 
at the present time. 


SECTION-BY-SECTION ANALYysis ! 


Section 1 (a): This section is designed to implement recommenda- 
tion No. 4 of the Hoover Commission Budget and Accounting Report 
which provides: 


(4) That the executive budget continue to be based upon 
functions, activities, and projects adequately supported by 
information on program costs and accomplishment, and by 
a review of performance by organizational units where these 
do not coincide with performance budget classifications. 


Section 201 (a) of the Budget and Accounting Act, 1921, would 
require the President to set forth in the budget, at such times as may 
be practicable, information on program costs and accomplishments. 
Such information should permit the Congress to give consideration 
to both relative size of programs and the question of economy and 
efficiency, as proposed in the first part of the Hoover Commission 
recommendation No, 4. The latter part of this recommendation is 
implemented by the addition of section 106 to the Budget and Ac- 
onan Procedures Act of 1950, as contained in section 2 (a) of the 

Section 1 (b): This section is designed to implement recommenda- 
tions Nos. 3 and 6 of the Hoover Commission Budget and Accounting 
Report which provide: 


(3) That for yey ooo purposes, cost based operating 
budgets be used to determine fund allocations within the 


1 ‘The section numbers of the Budget and Accounting Act of 1921 and the Budget and Accounting Pro- 
cedures Act of 1950 refer to the new provisions found in the legislation herewith reported. 
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agencies, such budgets to be supplemented by periodic 
reports on performance, 

(6) That executive agency budgets be formulated and 
administered on a cost basis. 


Section 216 (b) of the Budget and Accounting Act, 1921, would 
authorize the President to require the departments and agencies to 
develop their requests for appropriations from cost-based budgets. 
Section 216 (c) would require such cost-based budgets to be died by 
all departments and establishments and their subordinate units for 
purposes of administration and operation including the administra- 
tive subdivisions of appropriations or funds. 

Section 2 (a): This section is designed to carry out the latter part 
of Hoover Commission recommendation No. 4, referred to above 
under section 1 (a), and recommendation No. 5, which provides: 


(5) That the agencies take further steps to synchronize 
their organization structures, budget classifications, and ac- 
counting systems. 


Section 106 of the Budget and Accounting Procedures Act of 1950 
is intended to achieve, insofar as possible, three objectives: (1) con- 
sistency in accounting and budget classifications; (2) synchronization 
between such accounting and budget classifications and organiza- 
tional structure; and (3) support of the executive budget by infor- 
mation on performance and program costs by orga”izational units. 
Information would thus be available to the Congress for review of 
performance and program costs of each organizational unit including 
those which do not coincide with performance budget classifications. 
Objectives (1) and (2) are included in Hoover Commission recom- 
mendation No. 5 and objective (3) in the latter part of recommenda- 
tion No. 4. 

Section 2 (b): This section is designed to implement recommenda- 
tions Nos. 14 and 16 which provide: 


(14) That Government accounts be kept on the accrual 
basis to show currently, completely, and clearly all resources 
and liabilities, and the costs of operations. Furthermore, 
agency budgeting and financial reporting should be developed 
from such accrual accounting. 

(16) That the executive agencies accelerate the installa- 
tion of adequate monetary property accounting records as 
an integral part of their accounting systems. 


Section 113 (c) of the Budget and Accounting Procedures Act. of 
1950 would require the head of each executive agency, as soon as 
practicable, to cause the accounts of such agency to be maintained on 
an accrual basis and to maintain adequate monetary property account- 
ing records as an integral part of the accounting system. Only when 
this is done would it be possible for executive management or the 
Congress to determine at any given time the fiscal status of such 
agency, as contemplated by recommendations Nos. 14 and 16. The 
committee felt that if at some time in the future the Congress may 
deem it wise to authorize appropriations on an annual accrued ex- 
penciaany basis, the proper and necessary accounting foundation will 

ave been laid by this section. 
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Section 2 (c): This section amends the definition of the term 
“executive agency” in section 118 of the Budget and Accounting 
Procedures Act of 1950 to include the Post Office Department within 
the meaning of that term as used in section 113 (c) of that act. 

Section 3: This section merely states legislatively recommendation 
No. 13 which provides: 


(13) That the allotment system be greatly simplified. As 
an objective each operating unit should be financed from 
a single allotment for each appropriation involved in its 
= operations. 


The making of numerous allotments which are further divided and 
suballotted to lower levels leads to much confusion and inflexibility in 
the financial control of appropriations or funds as well as numerous 
minor violations of section 3679, Revised Statutes, as amended (the 
Antideficiency Act). 





aa O Re 
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Hoover Commission CoMMENTs ON Cost-Basep BupDGETING 


(From the report of the Commission on Organization of the 
Executive Branch of the Government on Budget and 
Accounting, p. 13) 


At the present time most budgets are prepared on the basis 
~ of estimated obligations to be incurred during the budget 
f year. Obligations are orders placed, contracts awarded, 
services received and similar transactions during a given 
‘ eriod requiring future payment of money. Obligations to 
; i incurred during the year do not necessarily have any 
relation to costs to be incurred during the year. 

The task force states: 

(a) Such a budget presentation fails to take into account 
inventories and other working capital carried over and avail- 
able at the beginning of the year which may be consumed 
in the programs of the budget year. 

(b) It excludes materials which may become available 
during the budget year on the basis of prior year obligations, 
or resources en ok are estimated to be carried over to the 
following year. Obviously, such inventories and materials 
should be considered in establishing the level of funds 
required to accomplish a program. 

(ec) The accounting data required in formulating and 
controlling agency budgets is that which reflects the costs of 
goods and services to be consumed in carrying out budget 

rograms, in other words, estimated “costs incurred.” The 
important thing in budgeting is the work or service to be 
accomplished and what that work or service will cost. Cur- 
rent Government practice, concerned primarily with incurring 
obligations, does not contribute to a determination of the 
costs of work or services to be paid for in the period under 
review. It fails to relate planned operations to past and 
projected costs. 

(d) Cost based budgeting which is generally found in in- 
dustry has been used successfully to finance the operating 
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expenses of the Atomic Energy Commission and the con- 
struction projects in the Bureau of Reclamation in the De- 

artment of the Interior, and is also used in the business-type 
udgets submitted by most Government corporations. It 
shea be used also in developing internal operating budgets 
as well as for the President’s budget submitted to the Coe 
gress. The Bureau of the Budget in August 1954 issued in- 
structions to the agencies to use cost based budget data 
“wherever the information was available from an integrated 
accounting system.” Such systems are the exception, and 
their installation should be expedited as a preliminary to 
budgeting on a cost basis. 


ApvVANTAGES OF Cost-BASED BuDGETING 





In his report to the committee on H. R. 11526, the Comptroller 


General detailed the advantages of cost-based budgeting as follows: 


1. Cost data (based on man-days worked, materials used, 
etc.) can be directly related to work accomplished in prior 
periods and offers a basis for comparison with proposed plans. 

2. A proposed work plan (budget) stated in terms of costs 
(total resources to be consumed) can be realistically eval- 
uated against new money requirements by taking into con- 
sideration inventories and other resources on order and on 
hand at the beginning and those resources to be carried 
over for use in subsequent periods. 

3. Cost data can be related to the responsibilities of each 
segment of the organization and its accomplishments. 

4. Cost budgeting permits maximum opportunity for 
exercise of management initiative and precludes need for 
rigid fund control (on a detailed basis) with its deadening 
influences. 

The primary advantage of budgeting on a cost basis to both 
management and the Congress is that total resources to be 
used (on hand, on order, and to be procured) are reviewed 
rather than limiting the budget review processes to new 
money in the form of an appropriation request. In terms 
of numbers of activities or appropriations, there is a rela- 
tively close relationship between obligations, expenditures, 
and costs in those many operations primarily concerned 
with personal services. On the other hand, dollar-wise, the 

reatest significance attaches to those appropriations relatively 
Few in number but which provide for operations involving 
vast quantities of materials and physical assets. Major 
procurement, construction, and research and development 
ordinarily fall in the latter category and it is in these areas 
that budgeting on a cost basis would produce major savings, 
although its adoption would improve financial management 
in many other areas to a lesser degree. 
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If cost-based budgets were used for management purposes 
in making administrative subdivisions of appropriations or 
funds within the departments and establishments as pro- 
posed by section 216 (c), the information submitted by the 
departments and establishments to the Bureau of the 
Budget for budgetary purposes would be substantially 
more meaningful. This would permit periodic reports on 
accomplishments or performance to be related to budgets in 
terms of costs. 

It should be noted that agency budgets can be formulated 
and administered on a cost basis under present practices of 
stating appropriation authorizations on an obligation basis. 
This is currently being done in some cases, but the cost 
presentation is confined to the justification material in the 
greater number of such instances. 


DEFINITION oF A Cost-Typre BupGEetT 


A cost type budget is one which identifies, in terms of the goods and 
services consumed by each activity, the costs of the program planned 
by the agency. It discloses the balances of the goods and services on 
hand that have been obtained through use of prior appropriations, 
and the extent to which such available resources are planned to be 
used in the proposed program. Such resources generally consist of 
inventories of supplies and materials, and orders recorded as obliga- 
tions for goods and services not yet received. Finally, a cost-type 
budget shows the obligating authority required to place orders for 
additional goods and services needed to accomplish the planned pro- 
gram and maintain the resources on hand at a level appropriate to the 
agency’s operating requirements. 


COMPARISON BY THE BuREAU OF THE BUDGET OF THE OBLIGATION 
BupGet AND THE Cost-TyreEe BupGeT 


A cost-type budget is more useful for review purposes than an 
obligation budget because, in addition to bringing out the obligation 
requirements under each appropriation, it develops data on— 

the cost of what is planned to be done; 

the proposed use of what the agency has on hand to do it with; 
the value of what is carried over for use on subsequent-year 
programs. 

The obligation budget shows only the financing (obligation require- 
ments) needed to place orders for goods or services in the budget year. 
This is shown by activity and in total. The cost budget shows the 
costs of goods and services to be actually used for each activity in the 
budget year. This is a better indicator of the size of the planned 
program and is a more meaningful measure of work and performance. 

The obligation budget does not reflect the inventories on hand which 
are available for use by the agencies. The cost budget brings out the 


value of all resources of this type by showing, for example, the balances 
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of inventories on hand for future use, and the amounts of orders placed 
but undelivered—which will ultimately nee goods and services 
for agency use. These are pertinent data because they provide 
indicators of the amount of resources available beyond the obligation 
needs being requested. 

In summary, the obligation budget highlights the financing that is 
needed to carry out a proposed program. This, however, is only the 
beginning of the financial process. ‘The cost budget, in contrast, shows 
the financing and available resources and indicates the results of use of 
these two factors in terms of the end costs of the program. It thus 
brings out for review the complete financial cycle—from ordering the 
necessary goods and services to their application for program purposes. 








An EXAMPLE OF AN OPERATING APPROPRIATION 


PRESENT BASIS 
Operating expenses, Coast Guard 


PROGRAM AND FINANCING 

















1955 actual | 1956 estimate | 1957 estimate 

Program by activities: 
1. Vessel operations.............-..... $42, 666,260 | $44, 214, 795 $44, 654, 272 
2. Aviation operations... .............- 13, 953, 945 15, 477, 086 16, 844, 687 
3. Shore stations and aids operations._ 34, 431, 049 35, 578, 710 36, 387, 611 
4. Repair and supply facilities... ...................--...- 14, 074, 989 16, 563, 394 16, 166, 086 
5. Training and recruiting facilities... ...................- 7, 627, 524 , 134, 328 8, 358, 528 
6. Administration and operational control................ 19, 378, 047 20, 097, 810 20, 178, 441 
7. Other military personnel expenses_............--.--...- 14, 534, 260 14, 454, 701 15, $42, 199 
S. OI POTN on nei isbn ccd eewwbeskesin. 8, 130, 594 6, 918, 176 6, 918, 176 
OMA GMNMND oii icccchdnchotaisididetcussinvenaaucdon 154, 796, 668 | 161, 439, 000 165, 350, 000 

Snes: 

Unobligated balance no longer available_................. Ey Antes aucnaresdsoenilbeg-wntcnibinipininns 
Appropriation (adjusted) ............................-.. 155, 311,986 | 160, 750, 000 165, 350, 000 
Proposed supplemental due to pay increases_............|.....-...-...- I GOP Eotnewenenecens 














Nore.—From p., 924 of the 1957 budget. 
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An EXAMPLE oF AN OPERATING APPROPRIATION 





























COST BASIS SIGNIFICANT POINTS 
Operating Expenses, Coast Guard 
Shows the cost of goods ond serv- 
vostro dh eve = ices used in performing the work - 
Proeram by sctiviien: cilia sinsiinet)aieniail the most accurate financial measure 
: eee ] s0Raae| Mare] ated of ishment for comparison 
: t and reeling - ‘Shaws| ‘asmet| ‘Ramasr with load data. 
1. Other inilitary personnel expenses] terete | leimen| inane 
pT. — EE coven ti” ¢| Meibebeetnedl Wettctrebend B 
Tote) CORRS. ..ce--<enceeeseeesneeees 100, 901,333 | 164.308 996 | 167, 048, 208 Shows the planned ond actual use 
of este te bint: (A of resources on hand, al op- 
Scat costs. ne Cwetention | aces] -n0mee| -conse bol per for, or 20g "Uys 
Total obligations... .....0..<e-ee--n- 154, 796 648 | 161, 498,000 | 168, 390, con dup of resources re use. 
U balance no longer evaitabie S18 318 
Dprepriation abéd 158, 313, 086 140, 730, 000 148, 380, 000 
Pima repniomen bs © my por 

















RELATION OF COSTS TO OBLIGATIONS C Shows total obligations and ap- 
a  -. mo propriction as at present. 


resources 
eteel actual estimate eatimate 
Stores unconsumed by 
proeeal bb vies oe <aineictne 040, 23, 279 996,090,168 $35,091. 821 $28, 448, O71 
)... S255 3,401,460 28,79 2.688, 790 


. S865, 57 1,506,015 1,450,000 1,450,000 D 
Shows a breakdown of resources on 

Gad dckssodees-eecapecdess 17,1485 5) (12,445,988 13,093,397 = 14, 100, 088 

66,904,147 55,502,882 83,623,968 51, 487, 740 | hand as of each June 30th - inven- 














Nedast, colested respusese ot start of tories of lies, advances to con- 
perme i ee omar. ARE SR tractors, endelivered orders, etc. 
to prior years..........  cnccccecece 3,376,003 ........... crensnes oy 
Net transfers in (—) and out without 
charge....... edie <éde 2as ° susegewacen 2,120,508 ~080.302 ~—468,000 * 
Pvailable tor futere epplicstion te E Shows, where applicable, the net 
activity costs. 5,704,065 ~2,040,395 ~—2, 508, 208 ar of ond cules 
which the appropriation acquires 
without charge from other accounts, 
or gives to them without charge. 


90015°—57 H. Rept., 84-2. vol. 4——108 
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CHANGES IN Existine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Bupcetr anp Accountine Act, 1921, as AMENDED BY THE BupGet 
anp Accountine Procepures Act oF 1950 


* * * * * * * 


Sec. 201. (a) The President shall transmit to Congress, during the 
first fifteen days of each regular session, the Budget, which shall set 
forth his Budget message, summary data, and text, and supporting 
detail. The Budget shall set forth in such form and detail as the 
President may determine— 

[a] (1) functions and activities of the Government; 

(2) at such times as may be practicable, information on program 
costs and accomplishments; 

(3) any other desirable classifications of data; 
c} (4) a reconcilation of the summary data on expenditures 
with proposed appropriations; 

[d] (6) estimated expenditures and proposed appropriations 
necessary in his judgment for the support of the Government for 
the ensuing fiscal year, except that estimated expenditures and 
proposed appropriations for such year for the legislative branch 
of the Government and the Supreme Court of the United States 
shall be transmitted to the President on or before October 15 of 
each year, and shall be included by him in the Budget without 
revision ; 

[e] (6) estimate receipts of the Government during the 
ensuing fiscal year, under (1) laws existing at the time the Budget 
is transmitted and also (2) under the revenue proposals, if any, 
contained in the Budget; 

[f] (7) actual appropriations, expenditures, and receipts of 
the Government during the last completed fiscal year; 

[g] (8) estimated expenditures and receipts, and actual or 
proposed appropriations of the Government during the fiscal year 
in progress; 

[hb] (9) balanced statements of (1) the condition of the Treasury 
at the end of the last completed fiscal year, (2) the estimated 
condition of the Treasury at the end of the fiscal year in progress, 
and (3) the estimated condition of the Treasury at the end of the 
ensuing fiscal year if the financial proposals contained in the 
Budget are adopted; 

cI (10) all essential facts regarding the bonded and other 
indebtedness of the Government; and 

[j] (71) such other financial statements and data as in his 
opinion are necessary or desirable in order to make known in all 
practicable detail the financial condition of the Government. 

(b) 7 he amounts of proposed appropriations referred to in sections 
201 (a) and 208 of this Act shall, to the maximum extent deemed desirable 
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and practicable by the President, be determined on an annual accrued 
‘iture basis. 

“Annual accrued expenditures’’ shall relate to goods and services to be 
received in a fiscal year, ce pt nah progress payments, and such 
other payments as are authorized by law to be made in such fiscal year. 

This subsection shall not apply to epprenenmens made specifically 
for the payment of claims certified by the Comptroller General and of 
judgments; rid the shorty for the refund of Federal tares and of other 
moneys erroneously received and covered into the Treasury of the United 
States; appropriations made by private relief Acts of Congress; appro- 
priations for the payment of interest on trust funds; revolving funds 
or ae age thereto; nigh vga: for the payment to former 
members of the armed forces, their dependents and beneficiaries, of any 
benefits to which they are entitled by reason of military service; appro- 
priations for the payment of pensions and annuities; appropriations for 
the payment of any obligation of the United States for which liability is 
fired b by treaty; and other appropriations or funds analogous to the fore- 

oing. 
: (c) The conversion to the use of annual accrued expenditures for stating 
proposed appropriations in accordance with section 201 (b) of this Act 
rhall | be accomplished in such manner and at such times as may be deter- 
mined by the President. 

(d) As ot the end of each fiscal year, the excess of any appropriation 
or fund made on an annual accrued expenditure basis over the accrued 
expenditures under such appropriation or fund shall lapse, unless there- 
after provided otherwise in an appropriation act or other law. Any 
remaining balances of each such appropriation or fund shall be merged 
with any appropriation or fund made for the same general purpose for 
the ensuing fiscal Fo and shall constitute a single account. 

Sec. 216. (a) Requests for regular, supplemental, or deficiency ap- 
propriations which are submitted to the Bureau by the head of any 
department or establishment shall be prepared and submitted as the 
President may determine in accordance with the provisions of section 
201. 

(6) The requests of the departments and establishments for oneree- 
ations shall, in such manner and at such times as may be determined by 
the President, be developed from cost-based budgets. 

(c) For purposes of ministration and operation, such cost-based 
budgets shall be used by all departments and establishments and their 
subordinate units. Administrative subdivisions of appropriations or 
funds shall be made on the basis of such cost-based budgets. 


BupGet AND AccouNTING Procepures Act or 1950 
ACCOUNTING AND BUDGET CLASSIFICATIONS 


Sec. 106. The head of each executive agency shall, in consultation 
with the Director of the Bureau of the Budget, take whatever action may 
be necessary to achieve, insofar as is possible, (1) consistency in accounting 
and et classifications, (2) synchronization between accounting and 
budget sifications and organizational structure, and (8) support of 
the budget justifications by information on performance and program 
costs by organizational units. 
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Sec. 113. (a) The head of each executive agency shall establish 
and maintain systems of accounting and internal control designed to 
provide— 

(1) full disclosure of the financial results of the agency’s 
activities; 

(2) adequate financial information needed for the agency’s 
management purposes; 

(3) effective control over and accountability for all funds, 
property, and other assets for which the agency is responsible, 
in — caution internal audit; 

(4) reliable accounting results to serve as the basis for prepara- 
tion and support of the agency’s budget requests, for controlling 
the execution of its budget, and for providing financial in- 
formation required by the Bureau of the Budget under section 
213 of the Budget and Accounting Act, 1921 (42 Stat. 23); 

(5) suitable integration of the accounting of the agency with 
the accounting of the Treasury Department in connection with 
the central accounting and reporting responsibilities imposed on 
the Secretary of the Treas y section 114 of this part. 

(b) The accounting systems of executive agencies conform to 
the principles, standards, and related requirements prescribed by the 
Comptroller General pursuant to section 112 (a) of this part. 

(ce) As soon as practicable after the date of enactment of this subsection, 
the head of each executive agency shall, in accordance with principles and 
standards prescribed by the Comptroller General, cause accounts of 
such agency to be maintained on an accrual basis to show the resources, 
liabilities, and costs of operations of such agency with a view to facilitating 
the preparation of cost-based ets as required by section 216 of the 
Budget and Accounting Act, 1921, as amended. accounting system 
required by this subsection shall include adequate monetary property 
accounting records as an integral part of the system. 

Sc. 118. As used in this part, the term “executive agency” means 
any executive department or independent establishment in the execu- 
tive branch of the Government but (a) except for the purposes of sec- 
tions 114, 116, and 119 shall not include any Government corporation 
or agency subject to the Government Corporation Control Act (59 
Stat. 597), and (b) except for the pur of sections 111, 113 (c), 114, 
and 116 shall not include the Post Office Department. 


Section 3679, Revisep Sratures (Anti-Dericiency Act) 


(g) Any appropriation which is apportioned or reapportioned pur- 
suant to this section may be divided and subdivided administratively 
within the limits of such apportionments or reapportionments. The 
officer having administrative control of any such appropriation avail- 
able to the legislative branch, the judiciary, or the District of Colum- 
bia, and the head of each agency, subject to the ag her of the 
Director of the Bureau of the Budget, shall prescribe, by regulation, 


a system of administrative control (not inconsistent with any account- 
ing procedures prescribed by or pursuant to law) which shall be 
designed to (A) restrict obligations or expenditures against each appro- 
priation to the amount of apportionments or reapportionments made 
for each such appropriation, and (B) enable such officer or agency 
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head to fix responsibility for the ereanon of any obligation or the 
making of any expenditure in excess of an apportionment or reappor- 
tionment. Jn order to have a ag tp system for the administrative 
subdivision of appropriations or f each agency shall work toward 


the objective of financing each operating unit, at the highest practical level, 
not more than one administrative subdivision for each appropriation 
or fund affecting such unit. 


O 
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PROVIDING FOR HOSPITALIZATION AND CARE OF THE 
MENTALLY ILL OF ALASKA 





Juty 17, 1956.—Ordered to be printed 





Mr. O’Brien of New York, from the committee of conference, sub- 
mitted the following 


CONFERENCE REPORT 


(To accompany H. R. 6376} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6376) to 
provide for the hospitalization and care of the mentally ill of Alaska, 
and for other purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the House recede from its disagreement to the amendments of 
the Senate and agree to the same with a further amendment as follows: 

Amend the first sentence of section 302 (a) so as to read: 

Sec. 302. (a) Within two hundred and ten days after the date of en- 
actment of this Act, the Secretary of the Interior, with the concurrence of 
the Governor of Alaska, may either (i) assign all of his rights and duties 
under contract numbered 14-04-001-81, entered into on June 18, 1953 
between the Secretary of the Interior on behalf of the United States, and 
the Sanitarium Company of Portland, Oregon, to the Territory of Alaska, 
such assignment to become effective on the two hundred and tenth day 
after the of enactment of this Act, or (ii) terminate the said contraci 
in accordance with the terms thereof. 
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And the Senate agree to the same. 





: Leo W. O’Brien, 


Ep Epmonpson, 

Epira GREEN, 

ee! Joun R. Pixon, 
Managers on the Part of the House. 


Henry M. Jackson, 

Aan BIBuz, 

Wiuiam R. Larrp III, 

Tuomas H. Kucuet, 

Barry GOLDWATER, 
Managers on the Part of the Senate. 

















STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


_The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on amendments of the Senate to 
the bill (H. R. 6376) to provide for the hospitalization and care of the 
mentally ill of Alaska, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the coon om te conference report. 

H. R. 6376, as “in poh: by the House, contained three titles. Title 
I contained detailed hospitalization and commitment procedures, title 
If contained the land and monetary grants necessary to implement 
the act, and title ITI contained miscellaneous provisions pertaining to 
the existing contract and appropriation of funds. 

H. R. 6376, in title I, as reported by the Senate, gives authority to 
the Territory of Alaska to enact such laws on the subject of mental 
health as it may deem a ae This action would vest in the 
people of Alaska responsibility in the field of mental health com- 
parable to that of the several States and the other Territories of the 
United States. In conference, the Senate version of title I was 
onene in the anticipation that the Legislature of the Territory of 
Alaska will act to modify existing commitment, hospitalization, and 
treatment procedures for Alaska’s mentally ill. 

Both versions of title II of H. R. 6376 are identical in substance 
but with a minor change in wording. The House-passed bill provided 
that the monetary returns realized from the land grants would be 
administered by the Territory of Alaska as a public trust for the 
hospitalization and care of the mentally ill in Alaska. The Senate- 
reported bill specifies that these returns shall be applied to meet the 
necessary expenses of the mental-health program in Alaska. The 
managers on the part of the House accepted this Senate amendment 
which broadens the use of the revenues for use of the Alaska mental- 
health program rather than for the hospitalization and care of the 
mentally ill in Alaska. 

Title III of H. R. 6376, as reported by the House, is considerably 
different in section 301 (b), in wording, but not in context from the 
Senate-reported bill. The Senate language recognized the desir- 
ability of providing a limited transition period between the effective 
date of the act and the time when the Territory must assume full 
responsibility for the implementation of the Alaska mental-health 
program. In recognition of this possibility, and to allow time for the 
Alaska Legislature to amend existing law governing care and treat- 
ment of Alaska insane, the Senate version fixes the mandatory transfer 
date on the 210th day after enactment of H. R. 6376. The House 
managers—particularly in view of agreement to delete the commit- 
ment provisions—have agreed to this Senate amendment to the 
House-passed bill ie 

Section 302 (a) of the Senate-passed bill deals with the existing 
contract between the Secretary of the Interior and the Sanitarium 
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Co. of Portland, Oreg., in which the mentally ill of Alaska are now 
being treated at Federal expense. This section provided that the 
Secretary shall, within 30 days after the enactment of the bill, either 
assign the contract to the Governor of Alaska with his concurrence, 
or terminate the contract in accordance with its terms. Assignment 
would take effect on the 210th day after the effective date of the act. 
The existing contract provides for termination upon 6 months’ notice. 
The conferees amended section 302 (a) to extend the time that the 
Secretary shall assign the contract to the Governor of Alaska or to 
terminate it from 30 to 210 days. This extension of time will permit 
the arrangement of the necessary transfer details. Prior to the ac- 
ceptance of this amendment, letters of approval were obtained from 
the Department of the Interior and Health, Education, and Welfare. 
These reports are included as appendixes to this statement of managers. 

Section 302 (b) of the Senate-reported bill provides that 210 days 
after the date of the enactment of this act the unexpended balances 
of appropriations available to the Department of the Interior for the 
care of the Alaska insane shall be transferred to the Governor of 
Alaska to be used primarily in the administration of all laws pertaining 
to the Alaska insane. It also provides that for the remainder of the 
fiseal year ending June 30, 1957, additional funds are authorized to 
be appropriated to the Secretary of the Interior for transfer to the 
Governor of Alaska as are necessary for the care of the Alaska insane. 
Since the House conferees saw the importance of this amendment in 
order to be assured that the mentally ill would be properly cared for 
during fiscal 1957, they agreed to this Senate amendment. 

Subsection 302 (c) provides that costs of transporting patients to a 
hospital outside of Alaska shall continue to be paid by the Depart- 
ment of Justice until July 1, 1957. The House conferees agreed to 
accept subsection 302 (c) which provides this transportation. 

Finally, the House managers agreed to and accepted the amendment 
wheendy the Senate substituted new language for the title of the bill 
as IOLOWS: 


An Act to confer upon Alaska autonomy in the field of 
mental health, transfer from the Federal Government to the 
Territory the fiscal and functional responsibility for the 
hospitalization of committed mental patients, and for other 
purposes. 


In all other respects the conference committee agreed to the minor 
changes adopted in the Senate-passed bill. 
Leo W. O’Brien, 


Ep Epmonpson, 
Epita GREEN, 
Joun R. Pitiion, 


Managers on the Part of the House. 
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APPENDIX 





DepartMEeNT OF Heatru, Epucation, AND WeELFarr, 
July 11, 1956. 
Hon. Henry M. Jackson, 
hairman, Territories Subcommittee, 
Committee on Interior and Insular A ffairs, 
United States Senate, Washington, D. C. 


Dear Mr. Cuatrman: This is in response to your letter of July 2, 
1956, advising us of the conference agreement on H. R. 6376, the 
Alaska mental health bill, subject to the concurrence of this Depart- 
ment and the Department of the Interior concerning two amend- 
ments to section 302 (a) of the bill agreed to by the conferees. 

Section 302 (a) of the bill, which would be amended by the con- 
ference amendments, relates to the authority of the Secretary of the 
Interior to assign to the Territory or to terminate the existing contract 
with Morningside Hospital for the care and treatment of mental 

atients committed from Alaska. Inasmuch as this, so far as the 

ederal Government is concerned, is entrusted solely to the Secretary 
of the Interior, we would defer to the views of the Interior Department 
as to the acceptability and workability of the conference amendments. 
We understand that that Department has no objection to the amend- 
ments and we therefore likewise concur. 

We are gratified to know that this will make unnecessary another 
meeting of the conferees and will thus expedite passage of the bill 
which is very much needed by the people of Alaska. 

Time has not permitted us to obtain the advice of the Bureau of the 
Budget in connection with this report. 

Sincerely yours, 
M. B. Fousom, Secretary. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRWTARY. 
Washington, D. C., July 12, 1956. 
Hon. Henry M. Jackson, 


Chairman, Territories Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Jackson: This will — to your letter of 
July 2, in which you request the comments of this Department on 
the proposed action of the conferees with respect to H. R. 6376, the 
Alaska mental health bill. The conferees have agreed to the Senate 
amendment, except that section 302 (a), the section which as reported 
by the committee would have required the Secretary of this Depart- 
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ment either to assign or terminate the current hospital contract 
within 30 days, would be amended to authorize such an assignment 
or termination within 210 days. 

This Department has on objection to the proposed action of the 
conferees. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 


O 
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AUTHORIZING THE SECRETARY OF THE ARMY TO 
CONVEY LAND AT FORT BELVOIR, VA. 





Juny 17, 1956.—-Committed to the Committee of the Whole House and ordered 
to be printed 





Mr. Kixpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


‘To accompany H. R. 9679] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 9679), to authorize the Secretary of the Army to dispose of a 
certain parcel of land, a part of Fort Belvoir Accotink Dam site mili- 
tary reservation, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 19, strike ‘31 minutes,” and insert “41 minutes,”’. 

Page 3, line 6, strike the language following the colon and all of 
lines 7 through 12 and insert in lieu thereof the following language: 
“Reserving to the United States, however,”’. 

Page 4, line 20, strike the semicolon and insert a period. 

Page 4, lines 20 and 21, strike “said easement being for the following 
purposes:” and strike all of lines 22 through 25 and on page 5, strike 
all of lines 1 through 7. 

Page 6, line 11, strike the comma and insert a period. 

Page 6, line 11, strike ‘‘said easement being for the following pur- 
pose:’” and all of lines 12 through 16. 


EXPLANATION OF THE AMENDMENTS 


The first amendment, page 2, line 19, merely corrects one of the 
elements of the description of the project. 

The amendments on pages 3, 4, 5, and 6 eliminate language which 
is unnecessary since the matter covered by the deleted language will 
be appropriately dealt with through reservations of easements in the 
deed of conveyance. 
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PURPOSE OF THE BILL 


The purpose of the bill is to direct the Secretary of the Army to 
convey to the Crestwood Construction Corp., for a fair value to be 
determined by the Secretary, 2.9178 acres of Government-owned land 
in Fairfax County, Va. The bill also provides that the United States 
will reserve a temporary easement for a roadway over 0.3096 acre of 
the land to be conveyed and a perpetual easement for a roadway over 
0.2096 acre of the land to be conveyed. 


BACKGROUND OF THE BIL 


The Department of the Army on behalf of the Department of 
Defense has considered the above-mentioned bill. In 1943-44, the 
War Department acquired approximately 250 acres of land on Acco- 
tink Creek north of Fort Belvoir in Fairfax County, Va., and con- 
structed a dam to provide for the impoundment of an adequate water 
supply for Fort Belvoir. A segment of an abandoned railroad right-of- 
way 80 feet wide belonging to the Southern Railway Co. embracing 
9.70 acres forms the southwestern boundary of the reservoir area. 
The 2.9178 acres described in H. R. 9679 is a part of a connecting 
segment of the same right-of-way comprising 11.57 acres lying outside 
the reservoir area which was acquired to provide a portion of the 
land required for an access road between State Route 617 and Accotink 
Dam. The two tracts belonging to the Southern Railway Co. 
containing in the aggregate 21.27 acres were purchased for $650. In 
providing the connecting link between the eastern terminus of the 
right-of-way acquired from the Southern Railway Co. and State 
Route 617, the War Department acquired a 50-foot right-of-way 
eastment over privately owned lands at a cost totaling $3,120. The 
access road constructed by the War Department has a gravel surface. 


DEVELOPMENT IN THE AREA 


Since 1950 there has been a marked development of farm and wood- 
lands near the reservoir and access road for residential and related 
purposes. In developing Springfield, the Crestwood Construction 
Corp. subdivided lands adjoining the access road and constructed 
roads and streets which have been dedicated for public use. One of 
the streets, Highland Avenue, parallels the Government’s 50-foot 
right-of-way from its terminus on State Route 617 to the 2.9178 acres 
described in the bill and parallels it for a short distance. Highland 
Avenue from its terminus on State Route 617 to a point near its junc- 
ture with the former railroad right-of-way has been dedicated for 

ublic-road purposes. The proposed dedication of the portion of 
ighland Avenue which adjoins and is parallel to the land described 
in the bill has been delayed because the right-of-way at that point is 
insufficient in width to meet State requirements. Hi hland Avenue 


is paved and has been used by the Department of the Army for access 
between State Route 617 and that portion of the Department’s access 
road constructed on the former railroad right-of-way. The Crest- 
wood Construction Corp. has granted the Department of the Army 
an easement to use the portion of Highland Avenue which has not 
been dedicated for public use, the easement to terminate simul- 
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taneously with the dedication of this portion of Highland Avenue for 
public-road purposes. 


NONUSE OF RIGHT-OF-WAY 


In view of the circumstances related above, the 50-foot right-of-way 
is not being used and a portion thereof has been conveyed to the owner 
of the underlying fee at its current fair market value in accordance 
with the Federal Property and Administrative Services Act of 1949, 
as amended. The remaining portion of the 50-foot right-of-way, 
embracing 2.63 acres, is now excess to the needs of the Department of 
Defense. In addition, all of the land described in the bill is excess to 
the needs of the Department of Defense subject, however, to the 
reservation by the United States of a perpetual easement over a small 
portion required to provide access from Highland Avenue to the 
portion of the access road located on the former railroad right-of-way 
for which there is a permanent requirement, and a temporary easement 
over that portion which the corporation needs in order to widen 
Highland Avenue sufficiently to permit its dedication for public-road 
purposes. The temporary easement would expire as soon as this 
segment of the avenue is dedicated to public use. 


VALUES OF LANDS INVOLVED 


The current fair market value of the 2.9178 acres described in the 
bill is estimated at $5,800. The value of the perpetual easement over 
this property which the Department of the Army must retain is esti- 
mated at $200 and the required temporary easement is valued at $36 
per annum. 

SUMMARY 


The committee is aware that a precise visualization of the proposed 
conveyance and reservations is difficult without simultaneous refer- 
ence to a map of the areas involved. The bill, however, in essence, 
merely authorizes the conveyance of fee title to slightly less than 3 
acres of land at fair market value which is estimated to be in the order 
of $5,800. At the time of conveyance, the United States would re- 
serve to itself a temporary easement over three-tenths of an acre and 
a perpetual easement over two-tenths of an acre. The property, with 
the exception of the temporary and permanent easement areas, is ex- 
cess to the needs of the Department of Defense. ‘The land would have 
no real or proper value to persons other than the owners of abutting 
alee and equity sha? therefore, dictate that the property not 

e permitted to fall into other hands. 


FISCAL DATA 


Enactment of this measure will not involve the expenditure of any 
Federal funds and will cause an amount approximating $5,800 to be 
deposited in the Treasury of the United States. 


DEPARTMENTAL DATA 


Neither the Department of the Army, on behalf of the Department 
of Defense, nor the Bureau of the Budget has any objection to H. R. 
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9679 as is evidenced by letter dated July 9, 1956, from Secretary of 


the Army Brucker which is set out below and made a part of this 
rep ort. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 9, 1956. 
Hon. Cari Vinson, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H, R. 9679, 84th Congress, a bill to authorize the Secretary 
of the Army to dispose of a certain parcel of land, a part of Fort 
Belvoir Accotink Dam site military reservation. The Secretary of 
Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 

The purpose of the bill is to authorize and direct the Secretary of the 
Army to convey to the Crestwood Construction Corp., a Virginia 
corporation, for a fair value to be determined by the Secretary, 2.9178 
acres of Government-owned land in Fairfax County, Va., provided, 
however, that simultaneously with the conveyance of such land the 
corporation shall grant to the United States without cost (1) a tempo- 
rary easement for a roadway over 0.3096 acre of the land to be conveyed 
to the corporation and (2) a perpetual easement for a roadway over 
0.2096 acres of the land to be conveyed to the corporation. 

The Department of the Army on behalf of the Department of De- 
fense has considered the above-mentioned bill. In 1943-44, the War 
Department acquired approximately 250 acres of land on Accotink 
Creek, north of Fort Belvoir in Fairfax County, Va., and constructed 
a dam to provide for the impoundment of an adequate water supply 
for Fort Belvoir. A segment of an abandoned railroad right-of-way 
80 feet wide belonging to the Southern Railway Co. embracing 9.70 
acres forms the southwestern boundary of the reservoir area. The 
2.9178 acres described in H. R. 9679 is a part of a connecting segment 
of the same right-of-way comprising 11.57 acres lying outside the 
reservoir area which was acquired to provide a portion of the land 
required for an access road between State Route 617 and Accotink 
Dam. The two tracts belonging to the Southern Railway Co. con- 
taining in the aggregate 21.27 acres were purchased for $650. In 
providing the connecting link between the eastern terminus of the 
right-of-way acquired from the Southern Railway Co. and State 
Route 617, the War Department acquired a 50-foot right-of-way 
easement over privately owned lands at a cost totaling $3,120. The 
access road constructed by the War Department has a gravel surface. 

Since 1950 there has been a marked development of farm and wood- 
lands near the reservoir and access road for residential and related 
purposes. In developing Springfield, the Crestwood Construction 
Corp. subdivided lands adjoining the access road and constructed 
roads and streets which have been dedicated for public use. One of 
the streets, Highland Avenue, parallels the Government’s 50-foot 
right-of-way from its terminus on State Route 617 to the 2.9178 acres 
described in the bill and parallels it for a short distance. Highland 
Avenue from its terminus on State Route 617 to a point near its 
juncture with the former railroad right-of-way has been dedicated 
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for “cme road purposes. The proposed dedication of the portion 
of Highland Avenue which adjoins and is parallel to the land described 
in the bill has been delayed because the right-of-way at that point 
is insufficient in width to meet State requirements. Highland Avenue 
is paved and has been used by the Department of the Army for access 
between State Route 617 and that portion of the Department’s access 
road constructed on the former railroad right-of-way. The Crestwood 
Construction Corp. has granted the Department of the Army an 
easement to use the portion of Highland Avenue which has not been 
dedicated for public use, the easement to terminate simultaneously 
with the dedication of this portion of Highland Avenue for public-road 
purposes. 

In view of the circumstances related above, the 50-foot right-of-way 
is not being used and a portion thereof has been conveyed to the owner 
of the underlying fee at its current fair market value in accordance 
with the Federal Property and Administrative Services Act of 1949, as 
amended. The remaining portion of the 50-foot right-of-way, embrac- 
ing 2.63 acres, is now excess to the needs of the Department of Defense. 
In addition, all of the land described in the bill is excess to the needs 
of the Department of Defense subject, however, to the reservation 
by the United States of a perpetual easement over a small portion 
required to provide access from Highland Avenue to the portion of the 
access road located on the former railroad right-of-way for which there 
is &@ permanent requirement, and a temporary easement over that 
portion which the corporation needs in order to widen Highland 
Avenue sufficiently to permit its dedication for public road purposes. 
The temporary easement would expire as soon as this segment of the 
avenue is dedicated to public use. 

The current fair market value of the 2.9178 acres described in the 
bill is estimated at $5,800. The value of the perpetual easement 
over this property which the Department of the Army must retain is 
estimated at $200 and the required temporary easement is valued at 
$36 per annum. Inasmuch as the 2.9178 acres owned in fee and the 
2.63 acres in the 50-foot right-of-way are excess to the needs of the 
Department of Defense, existing procedures contemplate the reporting 
of the property to the General Services Administration as excess 

roperty, subject to the reservation of the above-mentioned easements 
or which there is a continuing requirement. The 2.9178 acres 
adjoins property of the Crestwood Construction Corp. and the 
N. B. C. Construction Corp. Enactment of this bill would provide 
for the negotiated sale of the 2.9178 acres of excess property to the 
Crestwood Construction Corp. As the | prac in question is 
surplus to the needs of the Department of Defense, its sale would 
normally be within the cognizance of the General Services Adminis- 
tration. For that reason and as that Administration had the authority 
prior to June 30, 1955, to enter into negotiated sales of surplus prop- 
erty, the committee may desire to obtain the views of the General 
Services Administration on the sale proposed in this bill. 

The purpose of providing for the simultaneous conveyance to the 
United States of interests in the lands to be conveyed to the Crestwood 
Construction Corp. in fee is not clear to this Department. In the 
event the enactment of this measure is favorably considered, it is 
recommended that the bill be amended to provide for the reservation 
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of the easements for which the Department of the Army has a con- 
tinuing requirement. 

The enactment of this measure will not involve the expenditure of 
wa, Department of Defense funds. 

his report has been coordinated within the Department of Defense 

in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report, 
' Sincerely yours, 





; Wiser M. Brucker, 
; Secretary of the Army. 
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GRANTING LEAVES OF ABSENCE TO HOMESTEAD ENTRYMEN 
AND TO PERMIT SUSPENSION OF CULTIVATION AND IMPROVE- 
MENT OPERATIONS ON HOMESTEAD AND DESERT LAND 
ENTRIES 





Juty 17, 1956.—Committed to the Committee of the Whole House.on the State 
of the Union and ordered to be printed 





Mr. Eneuz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany 8S. 3458] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3458) to grant leaves of absence to homestead 
entrymen and to permit suspension of cultivation and improvement 
operations on homestead and desert land entries, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the Bill do pass. 


INTRODUCTORY REMARKS 


S. 3458, as introduced, was identical to H. R. 9953, introduced by 
Representative Budge, of Idaho. On June 15, 1956, the Department 
of the Interior submitted identical reports on the measures, wherein a 
number of amendments were suggested. S. 3458, as it was passed by 
the Senate, contains all of the amendments recommended by the 
Department. 

he explanation and justification which follows parallels the report 
of the Senate Interior Committee. 

No appropriation of Federal funds is authorized by this legislation. 


EXPLANATION OF S8. 3458 


If enacted, S. 3458 would provide temporary relief for many families 
that have staked their money and future on making a home on desert 
lands; such individuals, under the homestead and desert land laws, 
have only a a opportunity to enter — lands for homesteading 
purposes e face of the current farm situation, many of them 


are finding difficulty in meeting the requirements of the law on land 
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that is potentially valuable for agriculture and will be needed someday 
to produce food for the Nation. 
he Desert Land Act, the act of March 3, 1877 (43 U.S. C., ch. 9), 
as amended and ea and the homestead law, the act of May 
20, 1862 (43 U.S. C., ch. 7), as amended and eet ¢ require 
that an entryman, during a maximum 4-year period, expend time and 
money to prepare his land for cultivation. These same laws require 
that an entryman must cultivate the land and produce crops before 
the Government may issue the title to the land to him. 
The objectives sought to be accomplished by the enactment of this 
legislation are described in the following language taken from the 
report submitted on the bill by the Assistant Secretary of the Interior: 


We perceive two objectives in this legislation. The first of 
these is to ameliorate the situation arising from the fact that 
the dultivation requirements of the homestead and desert 
land laws force the cultivation of new lands at the same 
time that an effort is being made to reduce the total acreage 
under cultivation. It is true that the effect of this culti- 
vation under the homestead and desert land laws upon the 
whole problem of crop surpluses is not great, for only a 
relatively small acreage is involved. At the present time 
we assume that any factor tending to reduce the surplus 
problem would be welcomed. 

The second objective also is related to the existing farm 
problem. Many entrymen are experiencing difficulty in 
securing adequate financing. Many entries require the 
development of sidecatianiel water supplies and consider- 
able grading, ditching, and other work of a similar natures 
All of these are expensive undertakings, and in present con- 
dition of farm prices, it is often difficult for a man to obtain 
financing for projects which enjoyed a more favorable out- 
look when they were first undertaken. We have been 
informed that many entrymen and applicants are in danger 
of losing their investments in research, surveys, develop- 
ment activities, and the like because of their inability to 
continue their work as a result of the failure to obtain financ- 
ing. The enactment of S. 3458 would not provide a final 
solution of this problem, but it would at least permit a 
3-year suspension of activity during which there may be an 
improvement in the financing situation. 


S. 3458, if enacted, would extend for 3 years from March 1, 1956, 
the requirement that the entryman must reclaim and continue to 
reclaim the land and put it in shape to produce crops. The bill gives 
to the entryman the right to elect to take a leave of absence from the 
basic requirements of the law. It does not, however, alter in anyway 
these basic requirements. S. 3458 would permit any person who had 
a valid homestead or desert land law application which is subsequently 
allowable to suspend entry on the land: until March 1, 1959. The bill 
preserves the status quo of applicants in the same manner as entrymen. 

Those entrymen electing under section 1 to benefit by the provisions 
of that section, are not irrevocably committed to the leave of absence 
for the 3-year period. Reentry may be made at any time if the 
requirements of notice are first met. 
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DEPARTMENTAL REPORT 


The favorable report of the Department of the Interior on H. R. 
9953, an identical bill, wherein it is reported that the Bureau of the 
Budget has no objection to this legislation, is set forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFice OF THE SECRETARY, 
Washington, D. C., June 15, 1956. 
Hon. Cuiair ENGue, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Encue: This is in reply to your request for the 
views of this Department on H. R. 9953, a bill to grant leaves of 
absence to homestead entrymen and to permit suspension of cultiva- 
tion and improvement operations on homestead and desert land entries, 
and for other p ses, 

We recommend the enactment of this bill, if it is amended as 
suggested below. 

H. R. 9953 were enacted, any person holding a homestead entry 
on public lands which had been allowed and subsisting on March 1 
1956, would be granted a leave of absence from the lands embraced 
within the entry until March 1, 1959, and until that date, would be 
permitted to suspend the cultivation and improvement of his lands. 
Such a leave of absence and suspension of operations would neither 
cause the forfeit of any rights by the entryman nor excuse him other- 
wise from full compliance with the applicable public land laws. In 
order to qualify for this leave of absence, an entryman would be 
required to file a notice of intention with the district land office and to 
grant the United States, and its lessees, licensees, and permittees, the 
right to enter and occupy that portion of his lands which had not been 
prepared for cultivation or on which no improvements had been 
constructed. He would not be required to permit the construction of 
permanent improvements or the making of substantial changes in the 
character of the land. The holder of a desert-land entry allowed and 
subsisting on March 1, 1956, would be granted a similar permission 
to suspend cultivation and improvement of his lands. Any person 
who on March 1, 1956, had on file a homestead or desert land applica- 
tion which is allowed on its merits after the enactment of H. R. 9953 
and prior to March 1, 1959, would not be required to enter his land 
and start residence, or to cultivate and improve his lands prior to 
March 1, 1959. For the purposes of the homestead and desert land 
laws, March 1, 1959 would be regarded as the date of entry, if no 
entry is made before that date. if such an entry is made prior to 
March 1, 1959, it would be regarded as the date of entry. Until the 
date of entry the United States, and its lessees, licensees, and permit- 
tees, would be permitted to enter and occupy the lands embranced, 
but would be prohibited from making substantial changes in the 
character of the land or from constructing permanent improvements. 
Entries in Alaska would be specifically excluded from the scope of this 
bill, and so would be entries made pursuant to the reclamation laws 
(the act of June 17, 1902 (32 Stat. 388), and acts amendatory thereof 
or supplementary thereto). 

We perceive two objectives in this legislation. The first of these is 
to ameliorate the situation arising from the fact that the cultivation 
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requirements of the homestead and desert land laws force the cultiva- 
tion of new lands at the same time that an effort is being made to 
reduce the total acreage under cultivation. It is true that the effect 
of this cultivation under the homestead and desert land laws upon the 
whole problem of crop surpluses is not great, for only a relatively small 
acreage is involved. At the present time we assume that any factor 
tending to reduce the surplus problem would be welcomed. 

The second objective also is related to the existing farm problem. 
Many entrymen are experiencing difficulty in securing adequate 
financing. Many entries require the Sevetaniintae of underground 
water supplies and considerable grading, ditching, and other work of 
a similar nature. All of these are expensive undertakings, and, in 
the present condition of farm prices, it is often difficult for a man to 
obtain financing for projects which enjoyed a more favorable outlook 
when they were first undertaken. We have been informed that many 
entrymen and applicants are in danger of losing their investments in 
research, surveys, development activities, and the like because of their 
inability to continue their work as a result of the failure to obtain 
financing. The enactment of H. R. 9953 would not provide a final 
solution of this problem, but it would at least pone a three-year 
suspension of activity during which there may be an improvement 
in the financing situation. 

H. R. 9953 would limit its relief to entrymen who had allowed 
entries on March 1, 1956, and applicants who had applications on 
file on that date. We agree with this in principle for we believe that 
these privileges should not be extended to persons applying for entries 
after the enactment of the bill. Any other approach could lead to 
speculation. However, the present: text of H. R. 9953 would create 
an undesirable gap in the application of the bill’s provisions. Section 1 
concerns persons with entries allowed and subsisting on March 1, 
1956, while section 2 concerns persons who had an application on file 
March 1, 1956, and whose application “shall be allowed on its merits 
subsequent to enactment of this Act and prior to March 1, 
i Ne A RR 4 ta 

No provision is made for the person who had an application on file 
on March 1, 1956, and whose application was allowed between that 
date and the date of enactment of this bill. This cannot have been 
intended. We believe that the intent of the bill’s author would be 
achieved by the insertion after “1956”, in line 4 of page 1 and also 
after “1956’’, in line 8 of page 1 of the words “or which, based on an 
application on file on March 1, 1956, was allowed and subsisting on 
the date of approval of this Act.”’ 

Acceptance of the privileges extended by H. R. 9953 is entirely 
voluntary, and in this respect no distinction is made between the 
holders of allowed entries as of March 1, 1956, and applicants as of that 
date. We feel that such a lack of distinction is desirable. It is largely 
a matter of chance, because of the necessity of programing workloads 
and adjusting conflicts, whether one application is allowed before 
another. In other words, some of the applications on file March 1, 
1956, were filed prior to some of the entries in being on that date. 
Since we cannot abrogate without the entryman’s consent the terms 
and conditions imposed by law upon the entries already allowed, we 
believe it only just that the acceptance of the proffered privileges 
be voluntary on the part of applicants also. 
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In return for the privileges extended by H. R. 9953 the entrymen 
benefited would grant the United States and its permittees, licensees, 
and lessees, the right to use the lands in their entries and would 
surrender any right of assignment they may have. The first of these 
provisions would insure that productive use of the lands is being made 
during the period of suspension of the entries, with the revenues of 
such use inuring to the United States rather than the entryman. 
The second would prevent speculation and is very desirable. The 
entryman and his heirs would have to prove up. They could not sell 
their rights to a third party. 

Section 1 of H. R. 9953 would require the entrymen desiring to take 
advantage of the privileges of that section of the bill to file a notice 
with the appropriate land office. Section 2 would not make a similar 
requirement of the entrymen desiring to take advantage of the privi- 
leges of that section. Such notice is desirable in order that this De- 
partment may make provision for the use of the lands during the period 
of suspension. A second notice of intention to initiate development 
of the lands is also desirable to permit this Department to give suffi- 
cient notice to the permitted users to vacate the premises. This 
could be accomplished by changing the comma after ‘1959’ in line 
25 of page 2 of the bill to a colon, by striking out the word “and”, 
the first word of line 1, page 3, by adding the language below after 
“1959”, and by capitalizing the word “for” in line 1 of page 3. The 
suggested language is as follows: ‘Provided, That said person files 
with the Land Office having jurisdiction over the area in which the 
land is located, (a) within 60 days after the date of allowance of his 
entry, a notice of his intention to delay initiation of his residence, 
cultivation, or improvements, and (b) at least ninety days prior to 
initiation of his residence, cultivation, or improvements, a notice of 
his intention to initiate said activity.” 

We have also one amendment of a technical nature to suggest. 
At page 2, line 6, the words “‘the District Land Office” should be de- 
leted and the words “the Land Office having jurisdiction over the area” 
substituted therefor. Since homestead rights are not assignable, the 
words ‘‘and homestead laws” at page 3, line 18, are superfluous. 

In our consideration of H. R. 9953, we have assumed that any 
suspension requested and granted under section 1 would remain in 
effect for the full period and would not be subject to prior cancellation 
by the entryman, and that, if any person eligible to delay making his 
entry under section 2 should nevertheless elect to make an entry, he 
would not thereafter be able to change his position and take advantage 
of this bill’s provisions. Furthermore, we interpret this grant of a 
leave of absence to mean that with respect to an entryman availing 
himself of the opportunity presented thereby the statutory life of 
the entry is extended for the period of the leave of absence. We 
assume, on the other hand, that once an entry is made under section 2 
the statutory life of the entry begins to toll. Finally, it is our under- 
standing that neither subsection (b) of section 1 nor the existing pro- 
viso to section 2 would have any effect upon existing law insofar as it 
relates to entries under the mineral leasing laws (30 U. S. C., sec. 
181 et seq.). 























6 LEAVES OF ABSENCE TO HOMESTEAD ENTRYMEN 


The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 


Sincerely yours, 
Wester A. D’Ewart, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of S. 3458. 


O 
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PROVIDING FOR ADJUSTMENTS IN THE LANDS OR INTERESTS 
THEREIN ACQUIRED FOR THE ALBENI FALLS RESERVOIR 
PROJECT, IDAHO, BY THE RECONVEYANCE OF CERTAIN LANDS 
OR INTERESTS THEREIN TO THE FORMER OWNERS THEREOF 





Jury 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany S. 598} 


The Committee on Public Works, to whom was referred the bill 
(S. 598) to provide for adjustments in the lands or interests therein 
acquired for the Albeni Falls Reservoir project, Idaho, by the recon- 
veyance of certain lands or interests therein to the former owners 
thereof, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to er the Secretary of the Army with 
the necessary authority to make adjustments in lands acquired in fee 
~— by the Corps of Engineers for the construction and operation 
of the Albeni Falls Reservoir project on the Pend Oreille River, a 
tributary of the Columbia River in the Idaho Panhandle. The ad- 
beregmege would be made through reconveyance to former owners of 
ands or interests in lands which the cucrent status of the project 
indicates may be feasible. 


GENERAL STATEMENT 


. The Albeni Falls Reservoir project was authorized in 1950. It is 
now under construction and practically completed as a feature of the 
comprehensive plan for the cep os ape of the water resources of 
the Columbia River Basin for fi control, power production, irri- 
gation, and other purposes. 
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The Secretary of the Army, in reporting on the bill to the Senate 
Committee on Interior and Insular Affairs, presented full information 
as to its purpose as follows: 


Marcu 2, 1955. 
Hon. James E. Murray, : 
hairman, Committee on Interior and Insular Affairs, 
United States Senate. 


Dear Mr. Cuarrman: Reference is made to your request for the 
views of the Department of the Army with respect to S. 598, 84th 
Congress, a bill to provide for adjustments in the lands or interests 
therein acquired for the Albeni Falls Reservoir project, Idaho, by 
the reconveyance of certain lands or interests therein to the former 
owners thereof. 

Bien" uae soar of the Army is not opposed to the enactment of 
is bill. 

The purpose of the bill is indicated in its title. 

The Albeni Falls Reservoir project, located on the Pend Oreille 
River in Idaho, was authorized in 1950. The river has its source in 
the Pend Orielle Lake, a natural lake in northern Idaho embracing 
approximately 83,500 acres, which had attracted considerable devel- 
opment of recreational facilities along the shores of the lake and 
river by a interests and local organizations prior to the author- 
ization of this project. It was concluded that much of the developed 
area would be subject to infrequent and intermittent flooding only as 
a result of the project development and that the acquisition of flow- 
age easements over much of this area would provide the United States 
with a sufficient title interest in the properties to serve its purpose, 
and at the same time effect the savings which would flow from such 
action. 

Despite this unique feature of the Albeni Falls project, it was found 
essential to the successful development and operation of the project 
that the fee simple title to the lands in other areas of the project be 
acquired. In so doing, some acreages within the tract ownership 
pattern were acquired which, viewed in the light of the present devel- 
opment progress of the project and plans for its operation and main- 
tenance, may be disposed of aaavinet the disposition of any such land 
or interests therein is fully coordinated with project plans and require- 
ments. Where such lands are being acquired through condemnation 
proceedings in which final judgment has not been entered, it is pro- 
posed, in appropriate cases, that pending proceedings will be amended 
as authorized by the act of Congress approved October 21, 1942 (56 
Stat. 797), to provide for the taking of such lesser acreage or interests 
in the lands involved as would be compatible with current or fore- 
seeable project requirements. On the other hand, the Secretary of the 
Army does not have authority to adjust in a similar manner the acreage 
or title interest in lands acquired through purchase transactions. 

S. 598 would provide the Secretary of the Army with the requisite 


authority to make adjustments through reconveyance to former 
owners of lands or interests therein which the current status of the 
project indicates may be feasible. The proper exercise of this au- 
thority will serve to bring about the desired adjustments in a manner fair 
and reasonable both to the owners of lands pe san peseay through 

at have been acquired 


condemnation proceeds and to owners of lands th 
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heretofore through purchase transactions and at the same time 
reserve the objectives of the Federal Property and Administrative 
rvices Act of 1949, as amended, and the policies and procedures 

employed in its administration. 
he fiscal effect of this bill cannot be readily ascertained at this time. 


The Bureau of the Budget advises that there is no objection to the 
submission of this report. 


Sincerely yours, 
Rosert T. Srevens. 


The Bureau of the Budget indicates approval of S. 598 in the 
following letter addressed to the chairman of the Senate Committee 
on Interior and Insular Affairs: 

Fesruary 8, 1955. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: This will acknowledge your letter of 
January 26, 1955, requesting the views of the Bureau of the Budget 
on S. 598, a bill to provide for adjustments in the lands or interests 
therein acquired for the Albeni Falls Reservoir project, Idaho, by the 
= of certain lands or interests therein to the former owners 
thereof. 

The purpose of S. 598 is indicated in its title and in section 1 (a) 
of the bill. Its enactment would permit the Secretary of the Army 
to adjust Federal landholdings previously acquired for the Albeni 
Falls Reservoir project to the administration’s present policy of 
acquiring only flowage easements for lands which would be subject to 
infrequent and intermittent flooding. Adjustments would be made 
by reconveying excess lands to former owners at the original purchase 
price, with adjustments upward for subsequent improvements and 
downward for any conditions attached to the reconveyance. The 
present policy of more limited reservoir land acquisition became 
effective before all lands needed for Albeni Falls Reservoir had been 
acquired. It is considered that the equitable adjustments permitted 
under the bill would simply accord sellers under the former policy 
equal treatment with sellers under the present policy. 

The Bureau of the Budget would have no objection to enactment 
of S. 598. 

Sincerely yours, 
Dona.p R. BetcHer, 
Assistant Director. 


No opposition to the bill has been received by the committee. The 
legislation is similar to other bills reported by the committee for 
adlueinants in the lands or interests therein acquired for various 
reservoir projects constructed by the Corps of Engineers. Approval 
by the Congress is recommended. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
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INCREASING PENSION FOR SPANISH-AMERICAN WAR 
WIDOWS 





Juty 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacus of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2867] 


The Committee on Veterans’ Affairs to whom was referred the bill 
(H. R. 2867) to increase the monthly rates of pension payable to 
widows and former widows of deceased veterans of the Spanish- 
American War, including the Boxer Rebellion and the Philippine 
Insurrection, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill increases the rate of pension payable to widows of the 
Spanish-American War to $75 monthly with proportionate increases 
for children under age 16. The present rate is $54.18 if the widow was 
not the wife of the veteran during his period of service. If she was 
his wife during his service, the rate today is $67.73 a month. 

Approximately 81,200 cases are involved and all but slightly over 
4,000 of these were not the wife of the veteran during his period of 
service, thus the increase will be mainly from $54.18 to $75. 

Spanish War widows and veterans of the Spanish-American War 
do not have to meet any income limitations such as applies to pensions 
for veterans and dependents of World Wars I and II and Korea. 
The income limitations for this later group is $1,400 if the veteran 
has no wife or minor children or $2,700 if he does have a wife or minor 
children. The same income limits apply to the widows. The rate 
of sion for widows of World Wars I and II or Korea is $50.40. 


e average age of Spanish-American War widows on the pension 
rolls is 73. 
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The cost of this bill is estimated at $19,473,000 for the first year and 
is expected to remain substantially the same for each of the next 4 to 
5 years. 


Enactment of H. R. 2867 will have the effect indicated in the table 
which follows: 


Pension rates for widows and children, all wars 
































Wid vas witeot | Wid Bose 
ow | was wife ow, 
For non-service-connected deaths Widow age 70 | veteran dur- 1 child or 
ing service 
Service on or after June 27, 1950, | $50.40......- md mF oF Qeesepsacnbaons $7.56, 
World War Il, World War L.! 
Spanish-American War, Philip- 
oe Insurrection, Boxer Rebel- 
m: 
Act of May 1, 1926, as amended.| $54.18, $75_..|.....----- $67.73, $75. et aaa }ss.13, 
POG: Ee EN. BOE: SOO Sotkcncenedci mouldacidsnacelnackccdub bonded ddeskdebneiadat 
Cong., July 13, 1943, 
Civil War, Indian wars..........-- $40.64... $54.18...| $67.73......- ‘ar }ss.13. 
For non-service-connected deaths No widow, No widow, No widow, odditinnal 
— 1 child 2 children 3 children child 
Service on or after June 27, 1950, World | $27.30........- BUNGE rw udesees $54.60. ........ $7.56, 
War II, World War L.! 
Spanish-American War, Philippine In- 
surrection, Boxer Rebellion: 2 
Act of May 1, 1926, as amended_.__-- | $62.31, $83.18__| $70.44, $97.26. _| $78.57, $99.89. _| $8.13, 
Sec. 1, Public Law 144, 78th Cong., | $27.30.........| $40.95......... ok ieee 56. 
July 13, 1943. 
Civil War, Indian wars. ................- he ; MC | ae ae $65.03. ........] $8.13. 














1 Subject to income limits of $1,400 annually if without children and $2,700 if with children. Limitations 
also apply to children alone. 
2 No income limits. 


Nore.—Figures in italics are as reported in H. R. 2867. 


The report of the Veterans’ Administration follows: 


VeTreRANS’ ADMINISTRATION, 
Orrice oF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


Washington 25, D. C., March 17, 1956. 
Hon. Ourn E. Tracue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Txacur: This is in reply to your request for a report by 
the Veterans’ Administration relative to H. R. 2867, 84th Congress, 
a bill to increase the monthly rates of pension payable to widows 
and former widows of deceased veterans of the Spanish-American 
War, including the Boxer Rebellion and the Philippine Insurrection. 

The bill proposes to increase the rates of non-service-connected death 

ension payable to the widows and former widows of veterans of the 

panish-American War, including the Boxer Rebellion and Philippine 
Insurrection, under laws reenacted by the act of August 13, 1935 
(49 Stat. 614), as amended and supplemented. 

Pursuant to section 2 of the act of May 1, 1926 (44 Stat. 382), 
as reenacted by the act of August 13, 1935, supra, and as amended (38 
U.S. C. 364 (a)), non-service-connected death pension is payable to 
otherwise eligible widows, former widows, and children of veterans of 
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the Spanish-American War, Philippine Insurrection, or Boxer Rebel- 
lion, who served 90 days or more, and were discharged or released 
from active service under conditions other than dishonorable, or were 
discharged for, or died in service of, a disability contracted in service 
in line of duty. To be entitled to such pension, the widow, among 
other things, must have been married to the veteran prior to Janua 
1, 1938. The current monthly rates of pension payable to suc 
widows, former widows, and children are as follows: 


Widows and former widows: 


PEenrOOGe Or Gis ss oe soe ee eee eecia. $54. 18 
ere Miia Oareee 8 aa ho. ok ci Se ee 67. 73 
AgGitionnl Tom: @bGn: ONG 6s is og on S kn bi. ews Adc e soe 8.13 
Children, where there is no widow: 
Wy, PR I a a a a i a er ate 62. 31 
Each additional child (to age 16) total equally divided__.......-_- 8. 13 
Deine (On DO ti BON 5 oa se a 27. 30 
2 ontiaren. (ile 36 Or Omer) ic 6 an bi ir eek Sk bk Skis ks dcilnben 40. 95 
ae MIPTENRRTN UO II CUE i ai in esses cpa waekosiueenipes sie 54. 60 
Each additional child (age 16 or over)..-........---.------------ 7. 56 


Section 1 of H. R. 2867, if enacted into law. would establish a 
uniform rate of $75 per month payable both to a widow or former 
widow who was the wife of the service person during his period of 
service and to those who married the service person thereafter. 
Further, section 2 of the act of May 1, 1926, provides in part that 
where there is no widow or one not entitled to pension under any law 
granting additional pension to minor children, the minor children 
under 16 years of age shall be entitled to the pension provided for the 
widow. Based on this provision it has been held that the child 
succeeds to the entire pension of the widow including the additional 
allowance made for the child. Accordingly, the bill, if enacted, would 
also increase the rate of non-service-connected pension payable to such 
child from $62.31 to $83.13. 

The act of June 24, 1948 (62 Stat. 645; 38 U. S. C. 364i), liberalized 
the conditions of entitlement to such non-service-connected pension 
by providing an alternative marriage fate applicable to those widows 
who married the veterans subsequent to December 31, 1937. Section 
1 of that act provides that the unremarried widow of a veteran of the 
Spanish-American War, Boxer Rebellion, and Philippine Insurrection, 
whe is barred from the receipt of pension because her marriage to the 
veteran occurred subsequent to December 31, 1937, but who otherwise 
entitled to pension under the act of May 1, 1926, as reenacted and 
amended, shall be entitled to pension, at the $54.18 rate set forth 
above, if she is dependent, has attained the age of 60 years, and married 
the veteran 10 or more years prior to his death and lived with him 
continuously from the date of marriage to the date of his death except 
where there was a separation which was due to misconduct of, or 
procured by, the veteran without the fault of the widow. Section 2 
of H. R. 2867 would increase the rate of pension payable to such 
widows from $54.18 to $75 per month. 

he most recent increase in the rates of non-service-connected death 
pension payable to widows, former widows, and children of deceased 
veterans of the Spanish-American War group was provided by the 
act of August 28, 1954 (68 Stat. 916; 38 U.S. C. 750), which granted a 
5-percent increase in the rates of pension payable to such persons 
among others. It appears from the congressional debates on the bi 
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which became the act of August. 28, 1954, that the increased rates were 
predicated on the incre cost of living. In this connection, it is 
noted that the Consumer Price Index of the Bureau of Labor Statistics, 
United States Department of Labor, for August 1954, was 115 points 
and for January 1955, 114.3 points (1947-49=100 points), a slight 
decrease. 

In recognition of a primary responsibility to veterans suffering 
service-connected disabilities and to the dependents of veterans whose 
deaths resulted from injuries or diseases occasioned by active military 
service, it has been the general policy of the Congress to provide 
greater monetary benefits for cases of service-connected death of 
veterans than for cases in which death resulted from non-service- 
connected causes. It will be noted that the $75 rate of non-service- 
connected death pension which the bill proposes to authorize for 
widows of veterans of the Spanish-American War group would exceed 
by $5.40 the rate of service-connected death compensation payable to 
widows of veterans of peacetime service. In addition, the $83.13 
rate of death pension proposed for a child where there is no widow 
entitled to pension would be $16.13 greater than the wartime rate of 
service-connected death compensation and $29.53 greater than the 
peacetime rate of service-connected death compensation, payable to 
such child, under existing law. Accordingly, it would appear that 
enactment of this bill would constitute a deviation from the general 
policy noted above. 

There is also for consideration what precedential effect the enact- 
ment of H. R. 2867 might have with respect to requests for similar 
increases in the rates of both service-connected and non-service-con- 
nected death and disability benefits payable to veterans and their 
dependents generally. 

t is estimated that the enactment of H. R. 2867 would affect 
approximately 80,800 cases of deceased veterans of the Spanish- 
American War, Boxer Rebellion, and Philippine Insurrection during 
the first year, at an additional cost for that year of a vcore 
$19,473,000. Since it is believed that this pension roll will be basically 
static for the next several years, it is estimated, in conformance with 
paragraph 7, Bureau of the Budget Circular A-19, that the annual 
cost of the bill, if enacted, for each of the next 5 years would be 
between 19 and 20 million dollars. 

In view of the recent increase in the rates of pension, the fact that 
the cost of living has not risen since that time, and as H. R. 2867 
could be a precedent for extremely costly legislation, I do not believe 
that the bill merits favorable consideration. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee and that for the reasons stated therein the enactment of H. R. 
2867 would not be in accord with the program of the President. 

Sincerely yours, 


Joun S. Patrerson, 
Deputy Administrator 
(For and in the absence of the Administrator). 





( 
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RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


Section 1 
(38 U.S. C. 364g) 


§ 364g. Increase of pensions to widows 


he $30 monthly pension payable to widows and former widows 
under the provisions of section 364a of this title, shall be increased 
to $40 per month when the age of sixty-five years is attained, and 
the widow or former widow who was the wife of the soldier, sailor, 
or marine during the period of his service, as defined in section 364a 
of this title, shall be paid a pension at the rate of $50 per month.J 
May 1, 1926, c. 209, §8, as added Mar. 1, 1944, c. 73, §3, 58 Stat. 107. 
Sec. 8. The rates of pension payable to widows and former widows 
under the provisions of section 2 of this Act, as amended, are hereby 
increased to $75 monthly. 


SecTION 2 
(38 U.S, C. 364i) 


§ 364i. Widows married to veterans subsequent to December 31, 1937; 
pension rate; limitations 

The dependent unremarried widow of a veteran of the Spanish- 
American War, including the Boxer Rebellion and the Philippine 
Insurrection, who is barred from the receipt of pension because her 
marriage to the veteran occurred subsequent to December 31, 1937, 
but who is otherwise entitled to such pension under section 364a 
of this title, as reenacted by section 368 of this title, shall be entitled 
to pension in her own right under section 364a of this title, under 
the conditions specified in section 364a of this title (except date 
of marriage) and at the rate [authorized by section 364g—1 of this 
title, as amended by section 370f of this title], prescribed by section 8 
of the Act of May 1, 1926, as amended by section 3 of the Act of March 1, 
1944 (68 Stat 107), as now or hereafter amended (88 U. S. C. 3649), 
and to the additional pension provided for children under section 364a 
of this title, provided she married the veteran ten or more years prior 
to his death and lived with him continuously from the date of marriage 
to the date of his death except where there was a separation which was 
due to misconduct of or procured by the veteran without the fault 
of the widow: Provided, That if pension has been granted to a child 
or children of the veteran, the widow shall not be entitled to the 
pension authorized by this section until the pension to the child 
or children terminates, unless such child or children be a member 
or members of her family and cared for by her; and when these 
conditions are fulfilled and the pension is granted to the widow, 
payment of pension to such child or children shall cease; except 
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that in the event the amount being paid to such child or children 
is less than the amount authorized to the widow by this section and 
section 364j of this title, then the difference between said amounts 
will be paid to the widow: Provided further, That no pension shall be 

ayable under this section to a widow under sixty years of age. 
jane 24, 1948, c. 628, § 1, Stat. 645. 


O 
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COMMENDING THE FOUNDATION KNOWN AS THE MEMORIAL TO 
THE AMERICAN INDIAN FOUNDATION FOR ITS PROJECT TO 
ESTABLISH A PERMANENT MEMORIAL IN HONOR OF THE NORTH 
AMERICAN INDIANS 





Juty 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Enctz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany 8. J. Res. 71) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the joint resolution (S. J. Res. 71) to commend the foundation 
known as the Memorial to the American Indian Foundation for its 
project to establish a permanent memorial in honor of the North 
American Indians, having considered the same, report favorably there- 
on without amendment and recommend that the joint resolution do 
pass. 

EXPLANATION OF THE BILL 


The purpose of Senate Joint Resolution 71 is to commend the 
foundation known as the Memorial to the American Indian Founda- 
tion for its project to establish in McKinley County in New Mexico 
a& permanent memorial in honor of the North American Indian. 

he above-named organization is a nonprofit Michigan corporation 
created in 1953 to construct and maintain a large-scale perpetual 
memorial to the American Indian and his civilization and culture. 
Since its inception, the foundation has devoted considerable time in 
laying plans necessary for implementing its objectives. 

The memorial was conceived and designed by E. H. Daniels, a 
sculptor and designer from Ann Arbor, Mich. Included in the 
memorial are a 250-foot statue of an American Indian, a 40,000- 
square-foot museum, a functioning research center on Indian life, 
Indian workshop, and an amphitheater with a seating capacity of 
30,000. The plan is to construct the memorial in the red rock area 
of McKinley County in New Mexico at an estimated cost of approxi- 
mately $9 million, the entire amount of which will be popularly 
subscribed funds. 

In the favorable consideration of Senate Joint Resolution 71, the 
Committee on Interior and Insular Affairs strongly recommends that 
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at no time in the construction or maintenance of the memorial will 
sg Federal funds be made available to the foundation. 

y a joint resolution, the New Mexico Legislature has recommended 
the enactment of legislation providing for the construction of this 
memorial. 

Reports from the Department of the Interior and the Bureau of the 
Budget dated July 19 and July 15, 1955, respectively, and a resolu- 
tion of the Navaho Tribal Council authorizing the chairman of the 
council to negotiate with the Memorial to the American Indian 
Foundation for granting rights-of-way preliminary to the building of 
the memorial dated January 26, 1956, are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., July 19, 1956, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CuarrMan: Your committee has requested a report 
on Senate Joint Resolution 71, to commend the foundation known as 
the Memorial to the American Indian Foundation for its project to 
establish a permanent. memorial in honor of the North American 
Indians. 

This nonprofit corporation proposes to establish a substantial 
memorial to the North American Indians entirely from subscribed 
funds. It has assured representatives of this Department that there 
will be no Federal costs involved in this project. The proposals 
that have been submitted to this Department indicate that the 
memorial will consist of a large statue commemorating the American 
Indian, but in addition will include a medical research center, a 
library, a museum, and possibly other very worthwhile projects. 

A number of memorials to American Indians have been proposed 
at various times. However, many of them have requested Federal 
funds for the project involved. This Department has not seen fit 
to recommend the exvenditure of Federal funds on this type of 
= as long as the needs of the living Indians are so great. 

owever, in view of the fact that this foundation proposes to 
erect this memorial with its related activities completely on the basis 
of private funds, we feel that it is a very worthwhile project and we 
recommend passage of the resolution. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Orme Lewis. 
Assistant Secretary of the Interior, 





Executive Orrick OF THE PRESIDENT, 
BureEAv OF THE BupGeET, 
Washington 25, D. C., July 15, 1966. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 
My Dear Mr. CratrMan: This is in ne as to your request for 
respect to Senate Joint 


the views of the Bureau of the Budget wit 
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Resolution 71, to commend the foundation known as the Memorial 
to the American Indian Foundation for its project to establish a 
permanent memorial in honor of the North American Indians. 

In the report he is making to your committee on this measure, the 
Secretary of the Interior indicates that there would be no Federal 
costs involved in this project. 

Under these circumstances, the Bureau of the Budget would have 
no objection to the enactment of Senate Joint Resolution 71. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 





RESOLUTION oF THE Navano Trreat Councin 


AUTHORIZING THE CHAIRMAN OF THE NAVAHO TRIBAL COUNCIL WITH 
THE CONSENT OF THE ADVISORY COMMITTEE TO ENTER INTO A CON- 
TRACT WITH THE MEMORIAL TO THE AMERICAN INDIAN FOUNDATION 


Be it resolved, That the chairman of the Navaho Tribal Council is 
hereby authorized to negotiate and with the consent of the advisory 
committee to execute on behalf of the Navaho Tribe a contract with 
the Memorial to the American Indian Foundation giving tribal 
approval to the plan of said foundation for building a memorial on 
sec. 8, T. 15 N., R. 16 W., New Mexico principal meridian, and grant- 
ing rights-of-way over tribal lands for access and utility purposes, 
upon condition that adequate payment is made for said contract, 
Navaho Indians are given protection of existing occupancy rights so 
far as feasible and preference for employment in construction of all 
improvements of the foundation on said land, and the Navaho Tribe 
is given an exclusive arts and crafts concession at the memorial, and 
upon such additional terms and conditions as the chairman may see 
fit to include with the approval of the advisory committee. 

2. The advisory committee is hereby instructed to give full con- 
sideration to the views of the local Navahos using or occupying said 
sec. 8, T. 15 N., R. 16 W. in arriving at such contract. 


CERTIFICATION 


I hereby certify that the foregoing resolution was duly considered 
by the Navaho Tribal Council at a duly called meeting at Window 
Rock, Ariz., at which a quorum was present, and the same was ap- 
proved by a vote of 47 in favor and 14 opposed this 26th day of 
January 1956. 

Pau. JongEs, 
Chairman, Navaho Tribal Council 
(For Scott Preston). 
Approved: January 31, 1956. 
G. WaRrREN SPAULDING, 
General Superintendent. 


The Committee on Interior and Insular Affairs favorably reports 
and recommends the enactment of this resolution. 


oO 
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2d Session No. 2741 





DISPOSAL OF GOVERNMENT-OWNED SYNTHETIC 
RUBBER LABORATORIES AT AKRON, OHIO 





JuLy 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany S. 3832] 


The Committee on Armed Services, to whom was referred the bill 
(S. 3832) to provide for the disposal of the Government-owned syn- 
thetic rubber research laboratories at Akron, Ohio, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of the proposed legislation is to authorize the transfer 
of the Government-owned synthetic-rubber laboratories at Akron, 
Ohio, to the General Services Administration for disposal, first by 
sale to the public in accordance with the Federal Property and 
Administrative Services. Act of 1949, and in default of such a sale, by 
transfer to any interested Federal agency. 

The Laboratory is presently under the control of the National 
Science Foundation. 

The proposed legislation would also authorize the National Science 
Foundation to reimburse General Services Administration, in advance, 
for the expenses necessary for the protection and maintenance of the 
laboratories up to June 30, 1957. 

Prior to offering the laboratory for sale to the public, however, the 
Administrator of General Services will be required to asertain the value 
of the laboratories from Government agencies which may have sub- 
stantial use for the facilities, and the Administrator may not sell the 


laboratories to the public unless he finds— 


after consultation with the Director of the Budget Bureau, 
that such sale to the public would be in the best interests of 
the United States; taking into consideration among other 

relevant factors, the value of the laboratories to any inter- 

ested agency and the amounts offered by public bidders. 
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Stated in another manner, the Administrator of General Services 
will first be required to ascertain from Government agencies what 
value, if any, each agency would place upon the facilities, assuming 
any substantial use could be made of them by such an agency. Since 
this matter has been well considered by various Government agencies, 
such values should be made available to the General Services Adminis- 
tration without unnecessary delay. If a value, or a number of values 
are submitted to the General Services Administration, the highest 
value will become, for practical purposes, the ‘‘upset price” for the 
facilities and the laboratories will not be sold to any private bidder 
for any figure below this highest value. 

Testimony revealed that no agency wants the laboratories, as such, 
so long as the Government can obtain a higher price for them than 
any agency considers them to be worth for their own purposes. 

Under the original Disposal Act, which was enacted in 1953, the 
Akron laboratories were excluded, and instead the 1953 Disposal Act 
required the Disposal Commission to submit to the Congress a report 
setting forth— 


A program for the continuance, to the extent it deems neces- 
sary, during the fiscal year following the fiscal year in which 
the transfer period terminates, of the research program on 
synthetic rubber and its component materials then being 
carried on by the Federal Facilities Corporation. 


The Disposal Commission in its report to Congress recommended, 
among other things, that the continuing rubber research program be 
placed in the hands of the National Science Foundation for supervision 
and control. 

The National Science Foundation has recommended to the Con- 
gress, on the basis of a report prepared by a Special Commission on 
Rubber Research, that the Government laboratories at Akron be 
offered for sale after June 30, 1956, through appropriate Government 
disposal channels— 


unless in the meantime the University of Akron accepts a 
lease, at a nominal fee, of the facility for the 12 months 
ending June 30, 1957, with no Government subsidy during 
that period, under such lease the university being obligated 
to maintain the facility in good condition but without 
obligation to maintain any particular scale of operation. 


On February 10, 1956, the University of Akron was formally offered 
a lease for the property for the 12 months ending June 30, 1957. The 
emg of directors for the University of Akron rejected the proposed 
ease. 

The National Science Foundation has further stated that it appears 
that a market exists for the laboratories, with a possible recovery, 
through sale, of a sizable portion of the Government’s investment. 
Eight industrial firms and nonprofit research institutes advised the 
Commission that they might be interested in acquiring the labora- 
tories. The Foundation has also received inquiries from additional 
parties wishing to bid for the laboratories. 

It should be noted that the University of Akron rejected a 1-year 
lease at a rental of $1. 

There would appear to be no further justification for continued 
Government ownership of these laboratories located at Akron and 
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thus the proposed legislation will authorize its sale, but only at a 
price commensurate with the value placed on it by other Government 
agencies who might have utilized it to some extent in their research 
activities. 

The Akron laboratories were constructed by the Government during 
1943 as part of the wartime synthetic-rubber program. The cost of 
construction was somewhat over $2 million, which has been depreciated 
to a present book value of about $545,000. It has been estimated 
informally that it would cost approximately $3,750,000 to replace these 
facilities today. The establishment consists of an office and labroatory 
building, a pilot plant, and appropriate service buildings. It is 
located on land surrounded on three sides by a plant owned by the 
Firstone Tire & Rubber Co. Many of its services are obtained from 
that company. 

The laboratories have been operated since 1944 by the University 
of Akron, which has recently had a contract providing for payment of 
costs and a management fee of $50,000 a year. During fiscal 1956, 
the cost of operation was about $950,000. 

During the past year, the laboratories have been doing research for 
the Defense Department and other governmental agencies, and for 
universities and private firms. This work has been terminated and 
the plant is now idle. The scientists and technicians who were em- 
ploved at the laboratories have obtained employment elsewhere. 

The Committee on Armed Services recommends enactment of the 
proposed legislation. The Bureau of the Budget advises that there 
is no objection to the submission of this report. 

Attached is a letter to the Speaker of the House in connection with 
a comparable House bill from the Director of the National Science 
Foundation, hereby made a part of this report. 


NATIONAL ScreNceE FounDaATION, 
Orrice OF THE D1rREcTOR, 
Washington, D. C., April 30, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, Washington, D. C. 


Dear Mr. Speaker: The National Science Foundation herewith 
transmits a legislative proposal providing for disposition of the Gov- 
ernment laboratories at Akron, Ohio. 

In accordance with the recommendation of the Rubber Producing 
Facilities Disposal Commission established pursuant to the Rubber 
Producing Facilities Disposal Act of 1953 (Public Law 205, 83d Cong., 
Ist sess.), the Foundation established a Special Commission for Rub- 
ber Research to evaluate the Government’s synthetic rubber research 
and development program and to develop recommendations as to the 
need, if any, for continued financial support of such research by the 
Federal Government. The Special Commission rendered its report 
to the Foundation in December 1955, and made the following recom- 
mendation in regard to the Government laboratories: 

“The Commission recommends that the Government laboratories 
be offered for sale after June 30, 1956, through appropriate Govern- 
ment disposal channels, unless in the meantime the University of 
Akron accepts a lease, at a nominal fee, of the facility for the 12 
months ending June 30, 1957, with no Government subsidy during 
that period, under such lease the University being obligated to main- 
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tain the facility in good condition but without obligation to maintain 
any particular scale of operations. If the University of Akron accepts 
such a lease, the disposal would be deferred for 1 year.” 

The Commission’s report was subsequently approved by the 
National Science Board at its 37th meeting on December 5, 1955. 
In a letter from the Foundation dated February 10, 1956. the Uni- 
versity of Akron was formally offered a lease of the propcrty for the 
12 months ending June 30, 1957. We have been advised by the 
university that its board of trustees has rejected the proposed lease. 
The attached bill, therefore, provides for disposition of the labora- 
tories by the General Services Administration. 

Based upon an informal survey conducted by the National Science 
Foundation Special Commission for Rubber Research and upon infor- 
matioa subsequently made available to the Foundation, it appears 
that a market exists for the laboratories, with a consequent possible 
recovery, through sale, of a sizable proportion of the Government’s 
investment. Eight industrial firms and nouprofit research institutes 
advised the Commission that they might be interested in acquiring 
the laboratories. The Foundation has also received inquiries from 
additional parties wishing to bid for the laboratories. 

It is the Foundation’s opinion that it would be more appropriate 
for the sale of the laboratories to be handled by the General Services 
Administration rather than by the Rubber Producing Facilities Dis- 
»0sal Commission. Since no authority exists for operation of the 
aboratories after June 30, 1956, it will be necessary to place the 
laboratories in standby condition after June 30, 1956, pending dis- 
pea. The Disposal Commission would not be able to undertake this 
task. 

Any delay to disposal following July 1, 1956, will require an outlay 
of substantial additional Government funds for custody and main- 
tenance of the laboratories in standby condition. It is therefore 
impersent that this legislation be considered as expeditiously as 
possible. 

The Bureau of the Budget has advised us that it has no objection 
to the submission of this legislation. 

We greatly appreciate your consideration in this matter. 

Sincerely yours, 


Atan T. Waterman, Director. 


O 
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AMENDING SECTION 7 OF THE ADMINISTRATIVE EXPENSES ACT 
OF 1946, AS AMENDED, TO PROVIDE FOR THE PAYMENT OF 
TRAVEL AND TRANSPORTATION COST FOR PERSONS SELECTED 
FOR APPOINTMENT TO CERTAIN POSITIONS IN THE CONTINEN- 
TAL UNITED STATES AND ALASKA 





Jury 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


(To accompany H, R. 11515] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 11515) to amend section 7 of the Administrative Ex- 
penses Act of 1946, as amended, to provide for the payment of travel 
and transportation cost for persons selected for appointment to certain 
positions in the continental United States and Alaska, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 3, after the word “determined”’, insert “by the Civil 
Service Commission’’. 

Page 3, line 4, after the word “determined’’, insert ‘“‘by the Civil 
Service Commission’’. 

Page 3, following line 10, add a new subsection as follows: 


(d) The authority of the Civil Service Commission to de- 
termine for purposes of this Act positions for which there is a 
manpower shortage shall not be delegated. The provisions 
of subsections (b) and (c) of section 7 of this Act shall expire 
five years from the date of their enactment into law. 


PURPOSE 


This bill as amended is intended to improve the ability of the 
Federal Government to attract able scientists and engineers and other 
personnel in short supply whose skills are essential to the national 


71006 

















2 AMENDING ADMINISTRATIVE EXPENSES ACT OF 1946 


security effort and to the proper functioning of the executive depart- 
ments. It will place Government laboratories seeking scientists and 
engineers on a more equal footing with private industry, which for 
some time has been paying travel and moving expenses for its new 
employees and the expenses for plant visits as an aid to recruitment. 
It will also assist Federal departments in securing needed personnel 
in other shortage occupations. 

H. R. 11515 as amended will amend the Administrative Expenses 
Act of 1946 to permit the payment of expenses of travel of persons 
selected for appointment in manpower shortage occupations and for 
the payment of expenses of transportation of their immediate families, 
household goods, and personal ejects. 

It is estimated that the cost of this legislation will be approximately 
$4% million. 

The committee believes that the passage of this bill is a necessary 
step to enable the Federal Government to meet its needs for workers, 
most of whom will be in professional and technical classifications. 
The shortage of engineers and scientists, in particular, is common 
knowledge. The Government must compete with the inducements 
of private industry or its vast scientific and technical programs 
cannot be accomplished. 

The bill was amended by the committee to make certain that the 
determination of occupations in which there is a shortage of man- 
power would be made by the Civil Service Commission and thet this 
function not be delegated to the departments and agencies. This 
was done to fix responsibility and limit the possibility of abuse of this 
authority. 

The committee also fixed a terminal date for the legislation of 5 
years after its enactment. 


SECTION ANALYSIS 


Section 1 amends section 7 of the Administrative Expenses Act of 
1946 (60 Stat. 808, as amended) which provides for the payment of 
travel and moving expenses of new appointees, their immediate 
families, and their household goods from their actual place of residence 
to duty stations outside the continental United States by adding a 
subsection (b) authorizing similar payments to stations in the United 
States and Alaska for new employees in occupations designated by 
the Civil Service Commission as shortage occupations. The same 
conditions governing the payment of travel and transportation ex- 
penses to Federal employees who are transferred at the convenience 
of the Government, as set out in section 1 (2) and (b) of the Adminis- 
trative Expenses Act of 1946, as amended, would be applicable to 
persons receiving travel and moving expenses under this bhitahation. 
Also, the same per diem and mileage allowances now provided to 
Federal employees by the Travel Expense Act of 1949, as amended, 
may be allowed to persons traveling to first duty stations. Travel 
an stress <i expenses could be provided for persons before they 
are actually appointed but no expenditures under this section could 
be made unless the person selected for appointment agrees in writing 
to remain in the Government service for 12 months following his 
appointment unless separated for reasons beyond his control and ac- 
ceptable to the department or agency concerned. In case of violation 
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of this agreement, any moneys expended by the United States for 
travel and transportation expenses would be recoverable from the 
individual concerned as a debt due the United States. Regulations 
for administration of this section would be prescribed by the President. 

Section 1 of the draft bill further amends section 7 of the Adminis- 
trative Expenses Act by adding subsection (c) which authorizes the 
payment of travel expenses of persons in shortage categories deter- 
mined by the Civil Service Commission who are invited to visit agen- 
cies or installations for purposes connected with employment. Such 
payments of travel expenses would be at the discretion of the employ- 
ing agency and could be made only when it is first determined that 
the person invited to visit the agency is qualified to perform in a 
position for which there is a manpower shortage and when it is believed 
that providing such travel would be instrumental in getting the person 
to accept employment at the agency or installation. Travel expenses 
under this section would be provided in accordance with the travel 
regulations currently applicable to Federal employees. 

The bill as aA | contains a new subsection (d) which forbids 
the Civil Service Commission from delegating its authority to deter- 
mine positions for which there is a manpower shortage. It also adds 
an expiration date for the provisions of the bill of 5 years after enact- 
ment, 

JUSTIFICATION 


The need in the Federal Government for scientists and engineers is 
at an all-time peak, and is steadily increasing. Military preparedness 
today depends in large measure on the products of the research labo- 
ratories, and in the race for weapons development our laboratories 
must have technically trained and highly skilled employees if we are 
to be successful. Inability to recruit enough scientists and engineers 
to man important defense-connected research and development activ- 
ities is one of the most serious problems facing the Federal Govern- 
ment today. There are also serious shortages in other occupations 
which impede important activities of Federal departments and agen- 
cies. It is urgent that all possible steps be taken to recruit for the 
Federal service more persons who have skills which are in short supply. 
The payment of moving expenses and travel costs for new employees 
and the payment of applicants’ travel expenses to Federal agencies 
would increase the ability of the Government to attract such persons. 


The problem 


In hiring engineers and scientists the Government competes with 
sane employers. Private employers today pay moving expenses 
or their new employees. The Federal Government does not pay 
similar expenses for its new employees. To ask a person to absorb 
a $1,000 to $1,500 moving bill when he joins the Government is like 
asking him to take that much of a reduction in salary for the first 
year. With the kind of labor market we have today this simply 
means that the Government fails to get the number of people it needs 
to do the important jobs that must be done. Private industry also 
pays for the cost of an applicant’s visit to the plant or laboratory prior 
to employment. This is an important recruiting tool which is now 
daisied’ to Federal agencies and departments. 
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Industry practice on payment of moving expenses 

Private industry pays the moving expenses of its new employees. 

Atomic Energy Commission contractors.—The practices of the 27 
largest AEC contractors were examined. These include the academic 
as well as large industrial contractors who together hire 75 percent of 
all private employees on AEC work. These contractors are among 
the chief competitors of the Federal Government for scientific talent. 
With two exceptions, these contractors pay all the personal family 
travel expense and all transportation costs for household goods of 
newly hired key professional employees, particularly engineers and 
scientists. In addition, many will pay per diem for each member of 
the family and often continue it as long as 30 days after the arrival 
at the place of work. Even in the case of the two contractors who do 
not cover all expenses, one will pay for the movement of household 
goods and the other for the personal travel expenses of new employees. 

Office of Naval Research contractors —A survey showed that at least 
75 percent of all ONR contractors pay moving expenses and personal 
wat family travel costs for new employees in shortage categories. 

Air Research and Development Command contractors.—The Air Re- 
search and Development Command has approximately 145 contractors 
of the large industrial type. Of these firms, 90 percent pay moving 
and travel expenses for new employees and their families. 

In all contracts— Atomic Energy, Naval Research, and Air Research 
and Development Command—moving expenses of new employees 
are recognized as proper costs of a project and as such the contractor 
is reimbursed for them by the Federal Government. The practice 
of paying these expenses is not confined to the contractor’s work for 
the Government, however, it applies to each industrial contractor’s 
private operations as well. 

Special studies on payment of moving expenses to new employees in 
private industry.—The Associated Industries of Cleveland, an associa- 
tion of private firms in the Cleveland area, surveyed the practices of 
13 of its member companies. Eleven out of thirteen reported that 
they would pay moving and travel expenses for certain new employees 
and their families. Twelve out of thirteen said they would do it for 
employees whose skills were in short supply. 

The Midwestern College Placement Association surveyed the 
practices of about 200 private concerns. A substantial proportion 
of the firms surveyed paid moving and travel expenses for the new 
employee and his family even though the employee had just finished 
college and was completely inexperienced. Also, the number of 
firms paying these expenses has been growing and has increased sig- 
nificantly since 1953. 

What the private companies say themselves.—Companies like General 
Electric, RCA, Sylvania, Republic Aviation, Sperry Gyroscope, 
American Machine & Foundry—all large users of scientific and engi- 
neering talent—are just a few of the many firms that advertise con- 
tinuously in newspapers and journals that they will pay the travel 
and moving expenses of new employees. 


Need for payment of travel and transportation costs in the Federal service 

There are many specific instances in which the Government has lost 
numbers of well-trained individuals who might otherwise have made 
significant contributions to Federal research and development a:tivi- 
ties. 
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A nuclear physicist, one of the very few men in the country able to 
accomplish a particularly important assignment without extensive 
training, refused employment at Dugway Proving Ground because 
of the Government’s failure to pay his moving expense from Santa Fe, 
N. Mex., to Dugway, Utah. 

Engineers living in San Francisco refused employment at Hill Air 
Force Base, Utah, because of failure to pay moving expenses. They 
were interviewed in an employment office by Hill Air Teece Base and 
by a private aircraft company, and although interested in the Federal 
offer, they accepted that of the private company because it included 
travel and moving expenses. 

The United States Naval Radiological Defense Laboratory in San 
Francisco found a qualified scientist needed for important work. He 
was willing to join the laboratory but declined when he found his 
moving expenses would not be paid. 

A naval organization in Port Huenene, Calif., had recruited for 
several years for an applied mechanician. One was found in Chicago 
who was qualified and willing to take the job. This man accepted a 
position with a private employer when he found the Navy would not 
move his family to California while a private employer would pay for 
moving expenses. 

The Redstone Arsenal in Alabama, an important missile center, 
reports one instance in which a group of engineers released by a private 
employer in Denver, Colo., did not accept employment on the missile 
program because the arsenal was not able to pay for their moving 
expenses. Thirty-nine of the forty engineers available declined the 
Federal offer because of the personal expense of moving and accepted 
jobs with private industry where their moving expenses were paid. 

A study of the factors which influenced persons not to accept 
Government scientific and engineering positions was made by the 
Pasadena Board of United States Civil Service Examiners. More 
than 50 percent of the persons surveyed who declined Federal appoint- 
ments, indicated that one of the reasons for declination was the failure 
of the Government to pay moving expenses. 


Payment of applicants’ travel expenses 


Well-qualified scientists and engineers don’t buy a “pig in a poke” 
when it comes to deciding on a job. They don’t have to in today’s 
market. Private industry has recognized that the kind of equipment 
a man will have to work with, who his coworkers will be, and the 
kind of living conditions his family will have can all be important 
factors in selling him on a particular job. Twenty-one of the twenty- 
seven largest AEC contractors pay the cost of travel to their plants 
or laboratories in connection with recruitment for important positions. 
Contractors for the Office of Naval Research aad for the Air Research 
and Development Command provide such travel expenses and other 
private firms advertise continuously that expenses of a visit to the 
company before employment will be paid. 

The Government stands to gain importantly from the payment of 
these expenses. Its laboratories its equipmeat, and its physical plant 
often surpass the best in private industry. These things can be a 
powerful inducement for able scientists and engineers; but this advan- 
tage is lost unless agencies and installations are able to bring qualified 
Dersons in to see them, 
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Other shortage occupations 


The need for payment of moving expenses and applicants’ travel 
expenses extends beyond scientists and engiueers to all occupations 
for which there is a manpower shortage today. Many of the support 
i in the scientific and engineering field are also in short 
supply. There are shortages in the medical field. There are short- 
ages in key professional jobs in many agencies. Some shortages are 
nationwide others are purely local. 

Industry does not confine these payments to scientists and engineers. 
Companies use it to increase their ability to attract the people they 
need. Government agencies should be able to do the same thing. 
Flexibility to meet varying kiads of sbortages is important if this 
legislation is to be of maximum benefit to the Government. 
Administration of the proposed legislation 

Regulations governing travel under the proposed legislation would 
be prescribed by the Director, Bureau of the Budget, who now has 
the responsibility for prescribing other travel regulations. The Civil 
Service Commission would determine those positions which fall into 
the category of ‘manpower shortage.” Agencies would be provided 
with a list of such positions. This list would include all series of 
positions for which the Commission has authorized recruitment. at 
rates above the minimum of the grade in accordance with section 803 
of the Classification Act of 1949, as amended. It would also include 
such other positions which the Commission determines are in a short- 
age category. Agencies would be authorized to use the authority 
provided in the proposed legislation without prior approval for any 
listed position. Use of the authority for any other position would 
require prior approval based on the need in the particular agency or 
installation. Funds to pay travel and transportation costs author- 
ized by the draft bill would be secured by individual agencies through 
their appropriation requests to the Congress. Necessity for justifying 
funds to be used for these purposes and the generally limited amounts 
of agency travel funds in relation to travel needs will assure that 
individual agencies administer these provisions in the best interests 
of the agency and the Federal service. 

New employees are required to agree to a period of 12 months’ 
service before travel and moving costs can be paid. This safeguard 
is similar to that appearing in the legislation providing travel and 
moving expenses to overseas stations and assures that the Govern- 
ment will get a fair return for the money it spends on moving new 
employees. 

COST 


Cost of the proposed legislation is estimated at $4,500,000 per year. 





STATEMENT BY JOHN W. MACY, JR., EXECUTIVE DIRECTOR 
UNITED STATES CIVIL SERVICE COMMISSION, ON H. R. 11515 


Mr. Chairman, I am very pleased to have this opportunity 
to appear before your subcommittee on behalf of the Civil 
Service Commission to discuss H. R. 11515. This proposed 
legislation was developed by the Civil Service Commission 
and has the full support of the administration. The Com- 
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mission especially appreciates the rapid attention that your 
subcommittee is giving to the urgent problem of the Foe. 
ernment’s inability to pay travel and moving costs in 
recruiting personnel in 7 supply. 

We all know how serious today is the shortage of scientists, 
engineers, and other technical personnel. The defense of 
our country depends in large measure on the products 
of our research laboratories and development centers. 
In the race for weapons development, the Federal Govern- 
ment must have technically trained and highly skilled 
employees. 

Inability to recruit enough scientists and engineers to 
man important defense-connected research and development 
work is one of the most serious problems facing the Federal 
Government today. There are also serious manpower 
shortages in other occupations which impede important 
activities of Federal departments and agencies. We must 
take all possible steps to improve the recruiting ability of 
the Federal service for persons having skills that are now 
in short supply. 

The Civil Service Commission is looking into a number of 
ways to improve the ability of the Federal Government to 
recruit scientists and engineers. Within the limits of current 
legislative authority action is being taken to increase the pay 
of certain categories of scientists, engineers, and other tech- 
nical personnel. We are investigating the possibility of 
recommending to the Congress further legislative changes in 
the area of compensation. We are looking into our recruit- 
ment methods and approaches. Authority to pay the travel 
and moving expenses for new employees and the payment of 
travel costs of qualified applicants to visit Federal installa- 
tions, as provided in H. R. 11515, is one of the ways that the 
ability of the Government to attract the people it needs could 
be materially improved. 

In recruiting scientists and engineers the Government is in 
competition with private employers. Private employers pay 
travel and moving expenses for their new employees in short- 
age categories. The Federal Government does not pay sim- 
ilar expenses for its new employees. ‘To ask a person to 
absorb a $1,000 or $1,500 moving bill and the cost of trans- 
porting himself and his family when he joins the Government 
is like asking him to take that much of a reduction in salary. 
In today’s labor market this simply means that the Govern- 
ment fails to get the kinds and number of people it needs to 
do the important jobs that must be done. 

In order to get information on the practice of private in- 
dustry in the payment of travel and moving expenses, we 
checked on many of our Government contractors. We find, 
for example, that 25 out of 27 of the largest contractors doing 
Atomic Energy Commission work pay all the personal family 
travel expenses and all transportation costs for household 

ds of their newly hired key professional employees. 

he other two contractors pay at least part of these expenses. 

These 27 contractors together employ 75 percent of all private 
employees on Atomic Energy Commission work. 
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A survey of the Office of Naval Research contractors 
shows that at least 75 percent of them pay the moving ex- 
penses and personal and family travel costs for new employees 
in shortage categories. 

The Air Research and Development Command has about 
145 contractors of the large industrial type. Ninety percent 
of them pay moving and travel expenses for new employees 
and their families. 

In all of these contracts, these expenses are recognized as 
ay costs of the project and the contractor is reimbursed 

or them by the Federal Government. It is important to 
note that these contractors follow the same policy in connec- 
tion with their private operations as they do on Government 
contract work. They do not do this only when reimbursed 
by the Government. 

A look at the daily newspapers gives a quick picture of 
what industry practice is. Companies like General Electric, 
RCA, Sylvania, Republic Aviation, Sperry Gyroscope, 
American Machine & Foundry—all large users of scientists 
and engineers—are just a few of the many business organiza- 
tions that advertise continuously in newspapers and in pro- 
fessional journals that they will pay the travel and reloca- 
tion costs of new employees. 


The Government loses people because it can’t pay travel and 
moving costs 

There have been many specific instances where the Govern- 
ment has lost the chance to hire qualified people because 
travel and moving expenses were not paid. Interested 
people often become disinterested when they find that their 
travel and moving expenses would not be paid if they were 
to go to work for the Government. Just one example of 
this is shown by a survey that was conducted by a board of 
United States civil service examiners which services a number 
of important naval installations on the west coast. This 
board sent a questionnaire to several hundred persons who 
had shown interest in Federal Ray ey but had later 
accepted jobs in private industry. Over half of such persons 
who replied to the questionnaires stated that one of the 
reasons they did not accept the Government’s offer was the 
fact that the Government would not pay their travel and 
moving expenses. Additional examples were given in the 
statement of purpose and justification which we forwarded 
to the Congress with the proposed legislation. 

Federal recruiters are practically unanimous in stating that 
the ability to offer the payment of travel and moving expenses 
to prospective employees in shortage occupations would en- 
able them to hire more and better people. 


Preemployment interviews for highly qualified technical personnel 

Another limitation on the ability of the Government to 
recruit personnel in short supply is its inability to pay travel 
expenses to bring qualified persons into the Government 
laboratories for preemployment interviews. Well-qualified 
scientists and engineers do not buy a “pig in a poke” when 
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it comes to deciding on a job. The kind of ——— they 
will have to work with, who their coworkers will be, the kind 
of living conditions their families will have, are all important 
factors in their deciding whether or not to take a Government 
position. Industry has long been aware of this. ‘Twenty- 
one of the twenty-seven largest Atomic Energy Commission 
contractors pay the cost of travel to their plants and labora- 
tories for preemployment interviews in connection with 
filling key scientific and technical positions. Contractors 
for the Office of Naval Research and for the Air Research and 
iS eg a0 Command also pay such travel costs. 

The Government has an important recruitment advantage 
in the excellence of its laboratories, equipment, and physical 
plant. We also have some of the foremost scientific and 
technical people in the world on our rolls. Many are working 
on challenging new problems. All of these things can be 
powerful inducements in the recruitment of able, dedicated 
scientists and engineers. However, we cannot capitalize on 
this advantage unless we can bring qualified people in to see 
the physical a and meet the people with whom they are 
going to work. 

e therefore need not only authority to pay the travel and 
moving expenses of newly hired employees but also the 
authority to bring qualified Soy om into the Government 
installation to see the go plant, meet the people, and 
find out about the work and living conditions. 

Of course the authority to pay such expenses would not 
be used indiscriminately. It would be used only in relatively 
few circumstances for prospective employees who are found 
to be fully qualified beforehand, and where enough real 
interest has been shown that there is a reasonably good 
chance that the applicant will be employed. 


Shortages in other fields 


The need for the payment of these expenses extends beyond 
scientists and engineers to many other occupations for which 
there is a manpower shortage. Many of the support occupa- 
tions in the scientific and engineering fields are in short 
supply. There are shortages in the medical and public 
health fields. There are shortages in key professional jobs 
in many agencies. Some shortages are nationwide; others are 
purely local. Industry does not confine these payments to 
scientistsand engineers. Private companies used it toincrease 
their ability to attract people when they need them. The 
Government should be able to do the same thing. Flexibility 
to meet the kinds of shortages that occur is important if 
legislation is to be of maximum benefit to the Government. 


Administration 


I am sure you will be interested in how this authority will 
be administered. The payment of travel and movin 
expenses of newly hired employees and the payment o 
travel costs of applicants under this proposed legislation 
would be anvuenied y regulations prescribed by the Director 


of the Bureau of the Budget. The Director now has the 
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responsibility for — travel regulations. The Civil 
Service Commission would have the responsibility for 
determining which positions are in short supply. Agencies 
would be given a list of these positions. They would be 
authorized to pay the travel and moving expenses in recruit- 
ment for any position on this list without prior approval of 
the Civil Service Commission. The Commission would also 
consider an agency’s proposal to pay these expenses for a 
position that is not included on this list and grant such 
authority if a showing is made that there is a need in the 
particular agency or installation. 

Funds to pay travel and transportation costs authorized 
by this proposed legislation would be secured by individual 
agencies through their appropriation requests to the Con- 
gress. The fact that the Civil Service Commission will 
determine the particular positions for which the payment of 
travel expenses may be made, and the fact that agencies 
must justify to the Appropriations Committees of the Con- 
gress the funds which would be used for this purpose, will 
assure that this authority would be administered in the best 
interests of the Federal service. 

One other important safeguard is provided in this proposed 
legislation. It requires that employees must agree in advance 
that they will reimburse the Government if they leave the 
Government service within 12 months after their appoint- 
ment except for reasons beyond their control and acceptable 
to the Department or agency concerned. This safeguard is 
similar to a provision in current law for the payment of travel 
and moving expenses of employees to overseas stations. We 
believe that it will insure that the Government gets a fair 
return for the money expended. 

We have estimated the annuel cost of this proposed 
legislation at $4,500,000. We believe that this will be well 
repaid by the increased ability of the Government to attract 
scientific, engineering, and other shortage category personnel. 

Mr. Chairman, as I stated earlier, the Civil Service 
Commission is now looking into a number of ways to improve 
the ability of the Government as an employer to recruit 

ersonnel in shortage areas. The enactment of H. R. 11515 

y itself would not be a panacea. It will not alone resolve 
the present crisis in the shortage of scientists and engineers. 
However, this legislation is one important step that we think 
should be taken. Without it we believe that the Govern- 
ment cannot receive its fair share of the available supply of 
shortage personnel in the highly competitive labor market 
of today. 
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Executive Orrick oF THE PRESIDENT, 
Bureau OF THE BupGer. 
Washington, D. C., June 27, 1956. 
Hon. Writiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cnarrman: Reference is made to your letter of June 
4, 1956, requesting the views of the Bureau of the Budget with respect 
to H. R. 11515, a bill to amend section 7 of the Administrative Ex- 
penses Act of 1946, as amended, to provide for the payment of travel 
and transportation cost for persons selected for appointment to certain 
positions in the continental United States and Alaska and for other 
purposes. 

The proposal would authorize payment of travel and moving ex- 
penses of prespective employees reporting to their first duty station for 
employment in positions determined to 4 in shortage categories, and 
would also authorize payment of travel and per diem expenses in 
connection with interviews of candidates for employment in such 
positions, all under regulations of the President. 

The travel and transportation provisions of the new subsection (b) 
of section 7 will permit the persons selected to receive transportation 
and per diem for themselves, and transportation of their families and 
household goods. Such payments would be on the same basis as pay- 
ments to regular civilian employees upon transfer of official station 
or on original appointment to an overseas post of duty. The provi- 
sions of subsection (c) will permit qualified persons to be paid trans- 
portation and per diem expenses when invited by an agency to visit 
it for purposes of interview for possible employment. In such 
instances, expenses would be allowable on the same basis as payments 
to regular employees for travel expenses for duty while away from 
official duty station. 

The basic objective of the proposed bill is to place the Government 
in a more nearly competitive position in the recruitment of persons for 
employment in positions for which a manpower shortage exists, par- 
ticularly scientific and engineering positions. 

The Bureau of the Budget recommends the bill to the favorable 
consideration of your committee. 

Sincerely yours, 
Percy Rapparort, 
Assistant Director. 





CompTrRoLLeR GENERAL OF THE UNttTEeD Srares, 
Washingion, June 12, 1956. 
B-107407 
Hon. Wiitram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. Cuarrman: Your letter of June 4, 1956, acknowledged 
June 5, requests our report on H. R. 11515. : 

The apparent objective of the bill is to facilitate recruitment of 
personnel who possess skills that are in short supply and to enable 
agencies of the Government to compete upon more nearly equal foot- 
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ing with private industry in the procurement of the services of such 
personnel. 

While we have no facts indicating the extent of the need throughout 
the Government departments and agencies for the pro legisla- 
tion, we are of the opinion that H. R. 11515, if enacted, would tend 
to facilitate the cmiplaranak of needed personnel and to that extent 
would be in the interest of the Government. We may point out, 
however, for such consideration as your committee may deem appro- 
priate, that the present provisions of the bill are sufficiently broad to 
apply to a person residing abroad who may be selected for a position 
within the United States or to a person who is invited to travel to the 
United States from abroad for an employment interview. It may be 
that the expense to the Government in such a case would be out of 
prapension to benefits to be derived unless special criteria are pre- 
scribed. 

The provisions of the bill as drafted, apply only in cases involving 
personnel shortages. However, your committee might consider an 
extension of the scope of the bill to include persons whose outstanding 
ability or qualifications make them particularly desirable to an 
employing agency even though no manpower shortages may exist in 
their fields or professions. 

Finally, in order to insure uniform administration of the bill it 
seems desirable that the Civil Service Commission or some other 
central authority be vested with the responsibility for —s the 
areas, fields, and professions in which manpower shortages exist. 
Under the bill as drafted it is possible that these determinations would 
be delegated to the individual agencies. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is einted: in italies, existing 
law in which no change is proposed is shown in roman): 


Secrion 7 or tHE ADMINISTRATIVE Expenses Act or 1946, As 
AMENDED 


a + * a * * * 


Sec. 7 (a). Appropriations for the departments shall be available, 
in accordance with regulations prescribed by the President, for ex- 
penses of travel of new appointees, expenses of transportation of their 
immediate families and expenses of transportation of their household 
goods and personal effects from places of actual residence at time of 
appointment to places of employment outside continental United 
States, and for such expenses on return of employees from their posts of 
duty outside continental United States to the places of their actual 
residence at time of assignment to duty onteide the United States: 
Provided, That such expenses of travel and transportation to poets of 
duty outside the continental United States shall not be allowed unless 


and until the person selected for appointment shall agree in writing to 
remain in the Government service for twelve months following his 
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appointment, unless separated for reasons beyond his control and 
acceptable to the department or agency concerned and in case of viola- 
tion of such agreement any moneys expended by the United States on 
account of such travel and transportation shall be recoverable from 
the individual concerned as a debt due the United States: And pro- 
vided further, That expenses of return travel and transportation upon 
separation from the service shall be allowed whether such separation 
is for the purposes of the Government or for personal convenience, but 
shall not be allowed unless such persons selected for appointment out- 
side the continental United States shall have served for & minimum 
period of not less than one nor more than three years prescribed in 
advance by the head of the department or agency concerned or unless 
separation is for reasons beyond the control of the individual and 
acceptable to the department or agency concerned: Provided further, 
That expenses of round trip travel of employee and transportation of 
immediate family but excluding household effects, from their posts of 
duty outside the continental United States to the places of actual 
residence at time of appointment or transfer to such overseas posts of 
duty, shall be allowed in the case of persons who have satisfactorily 
completed an agreed period of service overseas and are returning to 
their actual place of residence for the purpose of taking leave prior to 
serving another tour of duty at the same or some other overseas post, 
under a new written agreement entered into before departing from the 
overseas post: Provided further, That expenses of transportation of 
the immediate family and shipment of household effects of any em- 
ployee from the post of duty of such employee outside continental 
United States to place of actual residence shall be allowed, not in 
excess of one time, prior to the return of such employee to the United 
States, including its Territories and possessions, when the employee 
has acquired eligibility for such transportation or when the public 
interest requires the return of the immediate family for compelling 
personal reasons of a humanitarian or compassionate nature, such as 
may involve physical or mental health, death of any member of the 
immediate family, or obligation imposed by authority or circumstances 
over which the individual has no control: And provided further, That 
when an employee returns his immediate family and household goods 
to the United States, including its Territories and possessions, at his 
own expense vines to his return and for other than reasons of public 
interest, the Government shall reimburse him for proper transporta- 
tion expenses at such time as he acquires eligibility therefor. 

(6) Appropriations for the departments shall be available in accordance 
with Pa a oak prescribed by the President, for expenses of travel of 
persons selected for appointment to positions in the continental United 
States and Alaska for which there is determined to be a manpower shortage 
and for expenses of transportation of their immediate families and their 
household goods and personal effects and for advances of funds to the 
extent authorized by section 1 (a) and (6) of this Act, from their places 
of actual residence at time of selection to their first duty station. Such 
travel expenses may include per diem and mileage allowance for persons 
selected for appointment as provided for civilian officers and emplcyees 
by the Travel Expense Act of 1949, as amended. Travel and transporta- 
tion expenses may be al'»wed whether the person selected for appointment 
has been appointed or not at the time of such travel. However, the travel 
and transportation expenses authorized by this subsection shall not be 
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allowed unless the person selected for appointment shall agree in writing 
to remain in the Government service for twelve months following his 

ointment unless separated for reasons beyond his control and accept- 
v3 to the department or agency concerned. In case of violation of such 
agreement, any moneys expended by the United States on account of 
such travel and transportation shail be recoverable from the individual 
concerned as a debt due the United States. 

(ec) Appropriations for the departments shall be available in accord- 
ance with regulations prescribed by the President for expenses of travel 
while away from their homes or reqular places of business of persons 
who are found qualified to perform in posiiions for which there is deter- 
mined to be a manpower A wane ge and who are invited by an agency or 
department to visit it for purposes connected with employment. Such 
travel expenses may include per diem in lieu of subsistence and mileage 
allowance as provided for civilian officers and employees by the Travel 
Expense Act of 1949, as amended. 
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841m CONGRESS HOUSE OF REPRESENTATIVES { REvortT 
2d Session No. 2743 





AMENDING THE INTERNAL REVENUE CODE OF 1954 
WITH REGARD TO THE TAX ON ADMISSIONS 





Juty 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kina of California, from the Committee on Ways and Means, 
submitted the following 


REPORT 


(To accompany H. R. 9875] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 9875) to amend the Internal Revenue Code of 1954 to 
provide that the tax on admissions shall apply only with respect to 
that portion of the amount paid for any admission which is in excess 
of $1, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, strike out line 3 and all that follows through line 12, on page 
2, and insert in lieu thereof the following: 


That paragraph (1) of section 4231 of the Internal Revenue 
Code of 1954 (relating to imposition of tax on admissions) 
is amended by striking out “50 cents or less” each place it 
appears and inserting in lieu thereof “$1 or less’. 


Amend the title so as to read: 


A bill to amend the Internal Revenue Code of 1954 to 
provide that the tax on admissions shall apply only if the 
amount paid for the admission exceeds $1. 


I. SUMMARY OF PROVISIONS OF BILL 


The bill, H. R. 9875, as reported by your committee, amends 
section 4231 (1) of the 1954 Code to provide that no tax is to be 
imposed on a general admission for which the charge is $1 or less 
(or in the case of season or subscription tickets if the amount which 
would be charged for a single admission is $1 or less). 
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Under present law general admissions are free of tax if the charge 
is 50 cents or less. As in the case of this present 50-cent exemption, 
the $1 exemption applies only to admissions up to the level of the 
exemption, and does not affect admissions for which the charge ex- 
ceeds the level of the exemption. Thus, under, the bill as amended 
by your committee, the tax on an admission price of $1.50 (before 
tax) would be 15 cents, that is, it would be based upon the entire 
$1.50 and not merely the portion of the charge in excess of $1. 

Since the $1 exemption applies only to paragraph (1) of section 4231, 
this exemption will not be available in the case of admissions to horse 
or dog racing at a racetrack, to charges for the permanent use or lease 
of boxes or seats, to sales outside of the box office in excess of the 
established price, to sales by proprietors in excess of the regular 
price, or to amounts paid with respect to cabarets. The taxes im- 
posed in these cases will remain the same as under existing law. 

The $1 exemption is to apply to amounts paid beginning with the 
first month commencing more than 10 days after the enactment of 
this bill for admissions on or after that date. 

It is estimated that the enactment of this bill will result in a revenue 
loss of approximately $70 million a year when fully effective. 


II. REASONS FOR BILL 


In 1953 your committee reported out and the House and Senate 
a a bill (H. R. 157, 83d Cong., Ist sess.) which, although not 
ecoming law, would have repealed the tax on admissions to motion 
pictures. In the report on that bill your committee stated that the 
ill was required by the serious economic condition confronting the 
motion-picture industry. It was pointed out that from the end of 
1946 to 1953 more than 5,000 motion-picture theaters had closed their 
doors and that receipts from general admissions had declined steadily. 
The committee report indicated that the reason for this difficulty was 
the introduction of television and other competing activities. 

Information supplied your committee indicates that motion- 
picture industry conditions are now worse than in 1953 when your 
committee took the action described above. It has been stated that 
more than half of all the theaters presently are faced with economic 
problems, since 5,500 are operating in the red while another 5,400 
are operating at or near the break-even point. 

As in 1953, television is believed to be the primary cause for the 
difficulty faced by the motion-picture and other similar industries. 
While the exemption of $1 or less for admissions to motion-picture 
theaters and other places of amusement will not remove the competi- 
tive problem presented by the advent of television, it is believed that 
it will better enable these industries to adjust their long-range plans 
to the new competitive situation. 

The 50-cent exemption for general admissions now in present law 
was added by the Excise Tax Reduction Act of 1954. At that time 
it was stated that the admissions tax constituted a special hardship 
in the case of small theaters and others where the charge was relatively 
low. Because of rising costs many theaters in small towns, as well as 
neighborhood theaters in larger communities, have had to raise their 

rices above the 50-cent level and thus have been denied the benefits 
intended for them under the Excise Tax Reduction Act of 1954. 
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Raising this exemption to admissions of $1 or less as provided by your 
committee’s bill will accomplish the result sought in that act. 


Ill. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of oo genta chia changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PARAGRAPH (1) oF Section 4231 or THe INTERNAL REVENUE CopDE oF 
1954 


SEC. 4231. IMPOSITION OF TAX. 


There is hereby imposed: 

(1) Generat.—A tax of 1 cent for each 10 cents or major 
fraction thereof of the amount paid for admission to any place, 
including admission by season ticket or subscription[. No tax 
shall be imposed under this paragraph on the amount paid for 
admission]; except that the tax imposed under this paragraph on the 
amount paid for admission shall apply only— 

(A) [if the amount paid for admission is 50 cents or less] 
with respect to that portion of the amount paid for any admission 
which is in excess of $1, or 

(B) in the case of a season ticket or subscription, [if the 
amount which would be charged to the holder or subscriber 
for a single admission is 50 cents or less] with respect to that 
portion of the amount paid therefor which is in excess of $1 
multiplied by the number of single admissions to which such 
ticket or subscription entitles the holder or subscriber. 

The tax imposed under this paragraph shall be paid by the 
person paying for such admission. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES REvort 
2d Session No. 2744 





AMENDING THE ACT OF AUGUST 27, 1954 (68 STAT. 868), 
WITH RESPECT TO THE UINTAH AND OURAY RESER- 
VATION IN UTAH 





Jury 17, 1956.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enote, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


(To accompany 8. 3779} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 3779) to amend the act of August 27, 1954 (68 Stat. 
868), with respect to the Uintah and Ouray Reservation in Utah, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 3779 is to amend the act of August 27, 1954 (68 
Stat. 868), the Uintah-Ouray Termination Act. A similar bill, H. R. 
10993, introduced by Congressman Dawson of Utah, was considered 
jointly with the reported bill. 

The act of August 27, 1954 (68 Stat. 868), provided for the partition 
and distribution of the assets of the Ute Indian Tribe of the Uintah 
and Ouray Reservation in Utah between the mixed-blood and full- 
blood members thereof, and for the termination of Federal supervision 
over the property of the mixed-blood members of said tribe. It also 
a for a development program for the fullblood members of 

e tribe. 

It was intended that after the mixed-blood members had been 
separated from the tribe and proper distribution made of the tribal 
property the fullblood members would continue the tribal government 
under the constitution, bylaws, and charter previously adopted by 
the tribe pursuant to the Indian Reorganization Act of June 18, 1934 
(48 Stat. 984). 
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On September 6, 1955, the Solicitor of the Department of the Inte- 
rior in an opinion (M-36304) held that the determination of the full- 
blood membership of the tribe for the purpose of participating in the 
development program provided for in section 24 of the act of August 27, 
1954, is controlled by the provisions of said act and not by the consti- 
tution and bylaws of the Ute Indian Tribe. 

The opinion of the Solicitor was not in accordance with the under- 
standing of the Ute Indians. The Bureau of Indian Affairs concurred 
in the proposal to seek amendment of the act of A t 27, 1954, for 
the purpose of expressing the original intention of the framers of the 
legislation. Sections 1 and 2 of S. 3779 amend sections 5 and 8 
of the act of August 27, 1954, to accomplish this purpose. 

Section 10 of the act of August 27, 1954, provides that certain 
tribal assets not susceptible to equitable and practicable distribution 
shall be managed jointly by the tribal business committee (fullblood 
organization) and the authorized representatives of the mixed-blood 
—- division of the proceeds made in direct proportion to the 
number of persons comprising the final membership roll of each group 
and without regard to the number of persons comprising each group 
at the time of the division of such proceeds. The known assets of 
this type consist of unadjudicated or unliquidated claims against the 
United States and oil, gas, and mineral rights. Since liquidation and 
division of these assets may extend for many years, it is highly 
desirable, particularly from the standpoint of the Government, to 
form a corporation to permanently represent the mixed-blood group 
and to which the mixed-blood share of these assets may be paid in 
lump sums as they are liquidated. The officers of the corporation 
would make the decisions for the mixed-blood group concerning the 
leasing of the oil, gas, and mineral lands and the prosecution of their 
claims agrees the Government. The other function of the corpora- 
tion would be to distribute to its stockholders (the mixed-blood mem- 
bers, their heirs, and assigns) the net revenues from such sources. 
The powers of the corporation would be limited to the mixed-blood 
management contemplated by the act. of August 27, 1954, the distri- 
bution of said assets and the powers necessarily incident thereto. In 
future years the corporation would avoid the expenditure by the 
United States of substantial sums in administrative costs. Under 
these circumstances it would be manifestly unfair to impose income 
taxes upon this proposed corporation engaged in administrative work 
that probably would otherwise be assumed by the United States 
Government. Section 3 of this act amends section 17 of the act of 
August 27, 1954, to prevent such unjust taxation. The section is 
amended in only this one particular. 

In granting exemption from the Federal income tax to the corpora- 
tion established under this bill, it is intended only to preserve the 
tax-exempt status of the distributions from the trust funds held by 
the United States Government on the principle that the corporation 
would merely act as a conduit for the transmission of funds received 
from the Government to the members of the mixed-blood group. 

It is anticipated that the corporation will distribute the funds as 
nearly currently as is possible and that it will not be used as a vehicle 
for the accumulation of further earnings or to give tax exemption to 
other forms of income. 
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The favorable report of the Department of the Interior dated July 
6, 1956, is as follows: 
DEPARTMENT OF THE INTERIOR, 
Washington, D. C., July 6, 1956. 
Hon. James E. Murray, 


hairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator Murray: Your committee has requested a 
report on S. 3779, a bill to amend the act of August 27, 1954 (68 Stat. 
868), with respect to the Uintah and Ouray Reservation in Utah. 

We recommend that the bill be enacted. 

The bill makes three technical changes in the act of August 27, 
1954 (68 Stat. 868), which provides for the division of the assets of 
the Uintah and Ouray Reservation in Utah between the fullblood 
Utes and the mixed-blood Utes, and for the termination of Federal 
supervision over the mixed-blood group. The need for these technical 
changes has been disclosed by problems that developed during the 
administration of the act during the past year. 

Section 1 and section 2 of the bill amend the 1954 act in 2 places 
to make it clear that after the membership rolls of the mixed-blood 
and the fullblood groups have been prepared the fullblood roll will 
not be a closed one but will be subject to additions and deletions, for 
all purposes except the division of assets between the 2 groups, in 
accordance with the constitution of the tribe. Deceased fullblood 
members will have no inheritable interest in the tribal property and 
newborn children will be added to the roll in their own right. This is 
the result that was originally intended by the act, because the full- 
blood group is not yet subject to a termination program and until 
that time comes its roll should not be closed. 

Section 3 of the bill exempts from corporate income taxes any 
corporation that may be organized by the mixed-blood group for the 
purpose of aiding in the joint management with the tribe and in the 
distribution of the undivided assets of the tribe. The present act 
provides that the initial distribution of tribal assets (except interest 
earned on funds in the United States Treasury) to the members of 
the mixed-blood group shall not be subject to income taxes. This is 
proper because ce distribution represents an original tribal capital 
asset. Certain tribal assets are not subject to division between the 
2 groups, however, and the act provides that they shall remain in 
the undivided joint ownership of the 2 groups. In order to relieve 
the Government of the onerous obligation of distributing the income 
from this undivided property to the individual members of the mixed- 
blood hig 4 and their heirs and devisees, who may soon become 
numerous, the mixed-blood group proposes to organize a stock corpora- 
tion for the sole purpose of holding the interests of the individual 
mixed-blood Indians in the undivided assets and distributing the 
income received. The corporation thus represents merely an interim 
step pending the ultimate division of the undivided assets. Inasmuch 
as the ultimate division and distribution of those assets will not be 
subject to income tax, we believe that it is proper to exempt the 
interim corporation that will be organized principally for the conven- 
ience of the Government from corporate income taxes. Otherwise the 
individual members of the mixed-blood group would be subjected to 
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double taxation on the distribution of capital tribal assets that the 
act contemplated would not be taxed at all. 
The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 
Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of S. 3779. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or AuGust 27, 1954 (68 Strat. 868) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the purpose of this Act 
is to provide for the partition and distribution of the assets of the 
Ute Indian Tribe of the Uintah and Ouray Reservation in Utah be- 
tween the mixed-blood and full-blood members thereof; for the termi- 
nation of Federal supervision over the trust, and restricted property, 
of the mixed-blood members of said tribe; and for a development pro- 
gram for the full-blood members thereof, to assist them in preparing 
for termination of Federal supervision over their property. 

Sec. 2. For the purposes of this Act— 

(a) ‘“Tribe’’ means the Ute Indian Tribe of the Uintah and Ouray 
Reservation, Utah. 

(b) ‘‘Full-blood” means a member of the tribe who possesses one- 
half degree of Ute Indian blood and a total of Indian blood in excess 
of one-half, excepting those who become mixed-bloods by choice under 
the provisions of section 4 hereof. 

(c) ‘‘Mixed-blood’’ means a member of the tribe who does not pos- 
sess sufficient Indian or Ute Indian blood to fall within the full-blood 
class as herein defined, and those who become mixed-bloods by choice 
under the provisions of section 4 hereof. 

(d) “Secretary” means Secretary of the Interior. 

(e) “Superintendent” means the Superintendent of the Uintah and 
Ouray Reservation, Utah. 

(f) “Asset”? means any property of the tribe, real, personal or 
mixed, whether held by the tribe or by the United States in trust for 
the tribe, or subject to a restriction against alienation imposed by the 
United States. 

(g) “Adult”? means a member of the tribe who has attained the age 
of twenty-one years. 

Sxc. 3. For the purposes of this Act Ute Indian blood shall be deter- 
mined in accordance with the constitution and bylaws of the tribe and 
ri tribal ordinances in force and effect on the effective date of this 

ct. 

Sec. 4. Any member of the tribe whose name appears on the pro- 


‘posed roll of full-blood members as provided in section 8 hereof and 
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any person whose name is added to such proposed roll as the result 
of an appeal to the Secretary may apply to the Superintendent to 
become identified with and a part of the mixed-blood group: Pro- 
vided, That such application is made within thirty days subsequent 
to the publication of such proposed roll or in the event of an appeal 
within thirty days subsequent to notification of the decision on said 
appeal: And provided further, That before such transfer is made 
upon the official rolls the Secretary shall first certify that, in his opin- 
ion, such change in status is not detrimental to the best interest of the 
person seeking such change. 

Sec. 5. Effective on the date of publication of the final rolls as pro- 
vided in section 8 hereof the tribe shall thereafter consist exclusively 
of full-blood members. Mixed-blood members shall have no interest 
therein except as otherwise provided in this Act. New membership 
in the tribe shall thereafter be controlled and determined by the constitution 
and bylaws of the tribe and ordinances enacted thereunder. 

Sec. 6. The mixed-blood members of the tribe, including those re- 
siding on and off the reservation, shall have the right to organize for 
their common welfare, and may adopt an appropriate constitution 
and bylaws which shall become effective when ratified by a majority 
vote of the adult mixed-blood members of the tribe at a special election 
authorized and called by the Secretary under such rules and regula- 
tions as he may prescribe. Such constitution may provide for the 
selection of authorized representatives who shall have power to take 
any action that is required by this Act to be taken by the mixed-blood 
members as a group: Provided, That nothing herein contained shall 
be construed as requiring said mixed-blood Indians to so organize if 
such organization is by them deemed unnecessary. In the event no 
such approved organization is effected, any action taken by the adult 
mixed-blood members, by majority vote, whether in public meeting or 
by referendum, but in either event, after such notice as may be pre- 
scribed by the Secretary, shall be binding upon said mixed-blood 
members of the tribe for the purposes of this Act. 

Sec. 7. The mixed-blood members of the tribe as a group may em- 
ploy legal counsel to accomplish the legal work required on behalf of 
said group under the terms of this Act, and for any other purpose by 
them deemed necessary or desirable; the choice of counsel and fixing 
of fees to be subject to the approval of the Secretary until Federal 
supervision over all of the members of said group and their property 
is terminated in the manner provided in section 16 of this Act. 

Sec. 8. The tribe shall have a period of thirty days from the date of 
enactment of this Act in which to prepare and submit to the Secretary 
a proposal roll of the full-blood members of the tribe, and a proposed 
roll of the mixed-blood members of the tribe, living on the date of 
enactment of this Act. If the tribe fails to submit such proposed rolls 
within the time specified in this Act, the Secretary shall prepare such 
proposed rolls for the tribe. Said proposed rolls shall be published in 
the Federal Register, and in a newspaper of general circulation in each 
of the counties of Uintah and Duchesne in the State of Utah. Any 
person claiming membership rights in the tribe, or an interest in its 
assets. or a representative of the Secretary on behalf of any such per- 
son, within sixty days from the date of publication in the Federal 
Register, or in either of the papers of general circulation, as herein- 
before provided, whichever publication date is last, may file an appeal 
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with the Secretary contesting the inclusion or omission of the name of 
any person on or from either of such proposed rolls. The Secretary 
shall review such appeals and his decisions thereon shall be final and 
conclusive. After disposition of all such appeals to the Secretary, and 
after all transfers have been made pursuant to section 4 hereof the 
roll of the full-blood members of the tribe, and the roll of the mixed- 
blood members of the tribe, shall be published in the Federal Register, 
and such rolls shall be final for the purposes of this Act[.], but this 
Act shall not be construed as granting any inheritable interest in tribal 
assets to full-blood members of the tribe or as preventing future membership 
in the tribe, after the date of enactment of this Act, in the manner pro- 
vided in the constitution and bylaws of the tribe. 

Sec. 9. The business committee of the tribe for and on behalf of the 
full-blood members of said tribe, and the duly authorized representa- 
tives for the mixed-blood members of said tribe, acting jointly, are 
hereby authorized, subject to the approval of the Secretary, to sell, 
exchange, dispose of, and convey to any purchaser deemed satisfactory 
to said committee and representatives, any or all of the lands of said 
tribe described as follows, to wit: 
























































Description Section Acres 

Township 1 North, Range 1 East: 

PRUE TE Oks nicncicsinpebdabionashimctniinstntnnbddbhvmeamatadnioneeabnans 35 40. 00 
Township 1 North, Range 1 West: 

TET tndh dnd ina pabdaonenkapnneensdediadinenaigugnneaawananoseniehibie 20 80. 00 

PRO ao iis on bik bb hed tegniediabeonibheassidis dates avs Aleabchm gilipiaidaee se alae 21 40.00 

DRBEe Pe ee EE WE Middl ncusine acaukaiedndnecenttedianesudsanmensinen 120. 00 

ORE a cicsicsticindinahundiantontininddhiaiints unite tain debuts eq iibaiinineipelen tings 240. 00 
Township 2 North, Range 1 West: 

ee Fe a icieetiacaiickcicbnencindndnpncedsonnedeapieeeenceergetiveny 35 20. 00 
Township 1 South, Range 1 West: 

Bee FO Ecc cas qrnekccghcasvacacdnsanesansendpabuuantintnboielnastuaad 6 40. 00 

TO He cee dadab o4 hnie gaiundlteedahal deheie/hinleai-a habulihe th bheovien oak -Uiehiemariiecbind 7 40. 51 

8/2 NE/4; NE/4 SE/4; W/2 SW/4 NW/4; W/2 NW/4 SW/4. ........-..--- 16 160. 00 

Bee WME: ancncsicicredctubbuakendeebuhsdeeeaseeuubes kab eonbiaebeuede 17 80. 00 

A tahdncigacabisbinewess imncbmakibibaek meidaduieeismliamdiadplinies 20 80. 00 

IE EE dannavidecdeaeamaed wamtuebiedwabepholek beta canine aiininavabbe 29 40. 00 

Dike tcekinwantenineseres 30 40. 26 

SW/4 NW/4; SW/4SE/4 dwt 35 80. 00 

BW Fe es cd cn cig boniphicnossdnasdestuasdoceindskaadsssuinddibbitaibesbs 36 40, 00 

UE cansnschnacatasnckinetoupomertinegtveancatescts maanedalaava BeBe 600. 77 
Township 1 South, Range 2 West: 

EOE Fe TF Peaks Sa ni dada db ddamoiaibiicssebakniecauibednbiancnbirebse 12 40. 00 

Ire ROE Bin gosto vcinrina kee ncicsinahaenaien Snonmiddepnemmeey 14 160. 00 

RE cinicvb vsisbnecdniidtsbdnachniabadadnk bidbcicduulindpdabadccagheemnatsaass? atietedns 200. 00 
Township 1 South, Range 3 West: 

OS SE ETC S SY SU AOE ene SMS AEM ae ak SLU, Smee s 40. 00 

ETE TUTE TE. vo dbgdieonknenicidannctteeretnpadsusindguccateesayeaido 16 40. 00 

ia oi ghd are eatin naib négearpaebapimhammakwamenieedadeannedemameciats | 80. 00 

3 80. 00 

4 40, 00 

5 721. 00 

6 695. 40 

10 40, 00 

12 40. 00 

4 40. 00 

Total ah a3 Shai caida Wi } 1, 656. 40 
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Section 
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Townshi, 2 South, Range 1 West: 





8 fi ; SE/4 SE/4 
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Township 2 South, Range 1 East: 
Lot 2 SE/4 NW/4 ™ 
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Towne : South, Range 3 West: 


uA /4; SE/4 NE/4 : 
NW ia: SBhy4 NW i4; N/2 SW/4; SE/4 SW)4; S 
4 SEs 


Township 2 South, Range 7 West: 
NE/4 SE/4; SW/4 SW/4 


NE/4 NE/4; SW/4 NW iM; N/2 SW/4; SE/4 SW/4; W/2 SE/4; SE/4 SE/4. 


W/2 NE/4; 8E/4 NE 
N/2 NE 


Township 2 —— m Range i s Baan 
SE/4 SW/4 . ‘ 


Township 3 Sonth Range 1 East: 
Lot 2; SE/4 NW/4; 8/2 NE/4 
N/2 SW/4; SW/4 NE/4; NW/4 SE/4- 
Lots 1, 2 & 3; NE/48W/4 
E/2 NE/4 


tes Tai nel 

Lots 1-4 Incl. 8/2 Nj2 
Lots 1-4, Incl.; 8/2 N/2 
W/2 SE/4___ 
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ese | 8) 8: 
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Description 


Section Acres 





Township 3 South Range 2 West: 
8/2 S/2 





3 South Range 3 Wes 
Newias NE/4 SW/4; N/ 2 SE/A i epkegnisinagsbciainrkwninlatieritn tbh ntliiieie Snciissannioas mal 
Nw) SE/4; POE aii an 36a cnn ne cbnpiineintastatinnrpasednenanesnn 
Be Cate: 8-4, Inek., BiB WIR ThiD) «2. indaciccenwcsccnscencciaseqnenasess 
UE ie dichbnnbeswincedapvenuscndieacsonnsddediesbienedscuune stun 





Pe SUT SEM RIE coe ce cea 
W/2 NE/4; NEA UUM MO Beacons a oc Sos odes es ase agence deccotete, 


bie | ag Range 4 West: 
en a ee i Li vce wedicnmmneseenuss 
8/2 SE/4; Wana SW /4; |» SESSA AA SR eae PY! 
NE mt etirig NW/4 wha dbtanbbeiphiacbtiiaiie ciecacatbenmmen 
SEM NEM: W/2 NE/4; BJA NW/4........-....-.----------.-----200000-. 
E/2 NE © BEES SIRE Te A OSES EAST Ce pee 


Township 3 South Range 5 5 West. 





160.00 
80. 09 
40.09 
80.00 

360. 00 
40. 00 
40. 00 
80. 00 
80. 00 
80. 00 





1,040. 00 





200. 00 
12. 00 
633. 87 

40. 00 

80. 00 
200. 00 
158. 66 





1, 432. 53 








40.00 
280. 00 
200. 00 
200. 00 

80. 00 





800. 00 



































Lots 1 & 2; SE/4 NE/4. Toe ee Ee Sab TT 3 118. 86 
Lot 4; sw 4NW /4; W/2 sw 14; TOS) | ee REZ 2 199. 58 
nous Laon tas hemitee bin aiinloonnitiedeeneeanbmuprbeeinie 5 160. 00 
NW/4; W/2 pemées NE/4 SW i; PEW R WM os hice cee ll 320. 09 
ot dS POS cong shade teal dicbaila ls cntiehnicsotords diamine 12 160. 00 
Ww/2 8 RETESET Pe RE SSE ee RE ee eRe 13 160. 00 
SW/ ‘4 me N/2 SW/4; SW/4 SW, Pike ciptniae cliche ccatetniaegéesinceaendiemeadoked dalek 21 160. 00 
Se th ed pb nthe cneemtiiseamedniabnstnaenibiditigneutiaganadwmbuitantatutiee 34 80. 00 
RR seers tc mina tiagniieamednidandeKabaigdendeadentebils |-------------- 1, 358. “ 
ny 3 — Range 7 West: 
i ental men sinedilere anon qeataddieaee tabeahivapdiasinaibaas amet iabeaidetasie aeitabvaatieacenii 66, 55 
se CPOE SATS © RTE, EE ORS EE em Me ee LENE Seay ee pe ee 320. 00 
ef bg ESERIES 6 RE LORS SE TRE RISE 40.00 
E/2 SE/4; sw/4 SE/4;W/ 2 NW /4 200. 00 
eee Deaes See. BS Bin ccconnnscddunsack 147.16 
TO a Sal bd ta a pom deialreousepinedeebiaiaioamaanen 773. 71 
Township 3 South Range 8 West: 
E/2; NW/4; E/2 SW/4 560. 00 
160. 00 
160. 00 
80. 00 
120. 04 
160. 00 
160. 00 
80. 00 
320. 00 
320. 00 
480. 00 
320. 00 
160. 00 
3, 080. 04 
Township 3 South Range 9 West: 
See ee Pie BE WE a ls wk itedinndecencdeenuciecnsoune ‘ 27 80. 00 
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Description Section Acres 
Township 4 South Range 2 West: 
Bet Ss NIM BW its NID BEE. nici ceccdndccens scsnsicwmisnsossiobidceen 7 159. 70 
Pe alee Be Ee Ie oe ove cccnvecncansdcnsconesshesshanntucannaneneahenn 12 120. 00 
ee rae ee a ee hs ed, 2s ci cde ddnodcccudssmnsddaasees 16 120. 00 
SE/4 NE/4; NW/4: NW/4 SW/4; N/2 SE/4. .-......--.22-----00e00000-s-- 17 320. 00 
Tr nie oe oo aca ice cheinciicde laaneebaldcaeieidan cana 39. 91 
SE GID UTE ME B/D GW iii dnc acids donnccivedsctiouscdaciecctcdenton 320. 00 
fel ABD arg he ehh fk Spt SAGER RRC ees + fea et RS eal ea ape BE 320. 00 
W/2S8W/4........ Abind DERE habbo crkne ob dkddebodsabindh st beleneden aad 80. 00 
ONS OE EEE ETES SILOS IE SEN RO. 6. 89 
BN Bl BI ne coon iodddncdbccesdtese 26. 59 


Lots 1-4, Incl eS TER pe re mn re eee 
Lots 1-6, Incl.; NE/4; E/2 NW/4_- 





p 
-— | ae 
| Re 
Bist 





Township 4 South, Range 3 West: 











Lot 10 sae Nea, LAG Sh RTE. E NILES. LA IEG LOLOL LED ET 2 40. 90 
St Pe pares Oe re MeO. ce oc. otk Ccbsebbeccaswetdctesendndboctnoctates 13 120. 00 
Bien 8 i Pare eres 16 OPES Midi cinmccacecensedicndndudpnininsinnaiedinvacan 25 622. 29 
P| REERS LIAS AGES SIM EIS EE RR OAS RP A 26 640. 00 
Rate tol: Deets ULI IE WIE. condi tne cstiind bidet epusdnedadianasbentasa 35 237. 96 
(7g, ald adc psi ined fea REN Reape Gy BYR eerie Skt ene 36 25. 75 

RRR EE RE EO TE SIE SCL EP a SEA | 1, 686. 90 

Township 4 South, Range 4 West: 

SR GATES SO il LA SALLI ek PLIES LA LEI LO A EAE IT ae 25 320. 00 


Township 4 South, Range 8 West: 
LIT ESI eee ere AES ee ee, a STENT ee 29 320. 00 

Township 4 South, Range 9 West: iF. 
ts Sil 





















































640. 00 
640. 00 
320. 00 
520. 00 
320. 00 
320. 00 
320. 00 
320. 00 
319. 09 
319. 37 
4, 358. 46 
Township 4 South Range 10 West: 

| Fake Pi Fe Sieh ER al ee Dale SE em Rk CEE Rt SNES 13 320. 00 
eee Fe Oe fas ee POs k 5. pce academe cntccdudeabnnnadadeedouuad 17 120. 00 
TO RE Se ee RS Sa ee ene ee eT 20 40. 00 
OR Sos Se SSF ry Bete EO LO RE RETES CEE CE COMO Te ERE PEP Ry Sate per 480. 00 

Tomes 5 South Range 7 West: 
TEP Peck PR eae ey ee eee ee me ree eee re 35 80. 00 

Township 5 South Range 9 West: j 
a ey oly esa I aE, han ie ele 34 | 120.00 
eR TO a ee ea a oie sen tadebiknehcemubadinbhen 35 40. 00 
UE lnc be babsendss bomadacdecnhdccckucddcdababacieGenadantiehbubalseensseeahese™ | 160. 00 

Township 6 South Range 9 West: 
SW/4SE/4 SVE Pe Se RF ee a oo eS grt oe Se ee ey 5 40. 00 
sf es TBS PE 7 eee ee ee ee ee ee 8 120. 00 
I a td ecditinseaaiasaelh = +eseenainkts | 160. 00 
Cinch Gatherer ee ts hacks mebabeudannes Spiess Aesiperars | 27, 043. 34 
i 





All such sales, exchanges, or other dispositions shall be made upon 
such terms as said committee and said authorized representatives shall 
deem satisfactory and may be made pursuant to bids or at private sale, 
and all funds or other property derived from such sales, exchanges, or 
other dispositions shall be subject to the terms of this Act. Consent 
by the tribal business committee and said authorized representatives 
to the sale, exchange, or other disposal of the lands herein described 
shall relieve the United States of any liability resulting from such sale, 
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exchange, or other disposition. The tribal business committee and 
said authorized representatives are further authorized to sell or dispose 
of tribal assigned lands to the assignees thereof under such terms and 
conditions as may be agreed upon by the said tribal business committee 
and said authorized representatives with the assignees, subject, how- 
ever, to the approval of the Secretary. 

Sec. 10. The tribal business committee representing the full-blood 
group, and the authorized representatives of the mixed-blood group, 
within sixty days after the publication of the final membership oh’ 
as provided in section 8 hereof, shall commence a division of the assets 
of the tribe that are then susceptible to equitable and practicable dis- 
tribution. Such division shall be by agreement between them subject 
to the approval of the Secretary. Said division shall be based upon 
the relative number of persons comprising the final membership roll 
of each group. After such division the rights or beneficial interests 
in tribal property of each mixed-blood person whose name appears on 
the roll shall constitute an undivided interest in and to such property 
which may be inherited or bequeathed, but shall be subject to aliena- 
tion or encumbrance before the transfer of title to such tribal prop- 
erty only as provided herein. Any contract made in violation of this 
section shall be null and void. If said groups are unable to agree 
upon said division within a period of twelve months from the date 
of such commencement, or any authorized extension of said period 
granted within the discretion of the Secretary, the Secretary is author- 
ized to partition the assets of the tribe in such manner as in his opinion 
will be equitable and fair to both groups. Such partition shall give 
rise to no cause of action against the nited States and the costs of 
such partition shall be paid by the tribe. The Secretary is authorized 
to provide such reasonable assistance as may be requested by both 
groups, or by either group, in formulation and execution of a plan 
for the division of said assets, including necessary technical services 
of Government employees at Fort Duchesne, Utah, and arranging 
for necessary consultations with representatives of Federal depart- 
ments and agencies, officials of the State of Utah, and political subdi- 
visions thereof, and members of the tribe. All unadjudicated or un- 
liquidated claims against the United States, all gas, oil, and mineral 
rights of every kind, and all other assets not susceptible to equitable 
and practicable distribution shall be managed jointly by the Tribal 
Business Committee and the authorized representatives of the mixed- 
blood group, subject to such supervision by the Secretary as is other- 
wise required by law, and the net proceeds therefrom after deducting 
the costs chargeable to such management shall first be divided between 
the full-blood and mixed-blood groups in direet proportion to the 
number of persons comprising the final membership roll of each 
group and without regard to the number of persons comprising each 
group at the time of the division of such proceeds, 

Sec. 11. Notwithstanding any other provision of existing law, the 
tribal funds now on deposit or hereafter deposited in the United 
States Treasury to the credit of the tribe or either group thereof, 
shall be available for advance to the tribe or the respective groups, 
or for expenditure, for such purposes, including per capita payments, 
as may be designated by the Tribal Business Committee for the full- 
blood members, and by the authorized agents of the mixed-blood 
members, and in either event subject to the approval of the Secretary 
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Provided, That the aggregate amount of the expenditures and ad- 
vances authorized by this section for the mixed-blood group shall 
not exceed 50 per centum of the total funds of said sivebbleed 
group after such division, until said mixed-blood group has adopted 
a plan approved by the Secretary for termination of Federal super- 
vision of said mixed-blood group, as required under section 13 hereof. 
After such termination of Feinel supervision, per capita payments 
to the mixed-blood group shall not ie subject to approval of the 
Secretary. 

Sec. 12. Fifty per centum of all per capita payments to any indi- 
vidual mixed-blood member made pursuant to any division or distri- 
bution hereunder shall have deducted therefrom any sum or sums 
of money owed by such member to the tribe, whether due or to become 
due, unless in the opinion of the Secretary said debts are not ade- 
quately secured in which event the entire per capita payment shall 
be subject to such offset. Any other division, partition or distribu- 
tion of property to any individual mixed-blood member made pur- 
suant to this Act shall be subject to a mortgage to be made in favor 
of the tribe securing the payment of all sums of money owed by him 
to the tribe on the date of such division, partition or distribution to 
such individual mixed-blood member. ‘The Secretary shall require 
the execution of any mortgage required hereunder as a condition to 
any such division, partition or distribution. 

Sec. 13. After the adoption of a plan for the division of the assets 
between the two groups, a plan for distribution of the assets of the 
mixed-blood group to the individual members thereof shall be pre- 
pared and ratified by a majority of said group, within the period of 
six months from such adoption and presented to the Secretary for 
approval. The Secretary is authorized to provide such reasonable 
assistance, including necessary technical service of Government em- 
ployees at Fort Duchesne, Utah, and arranging for necessary consul- 
tations with representatives of Federal departments and agencies, 
officials of the State of Utah and political subdivisions thereof, as 
— be required by the mixed-blood group in the preparation of such 
plan. 

The plan for division of the assets among the members of the mixed- 
blood group may include: 

(1) Complete disposition of all cash assets of said group, reserving, 
however, sufficient funds to cover— 

(i) the proportionate share of said mixed-blood group in and to 
all expenses incurred in effecting the purposes of this Act, includ- 
ing, but not limited to, the necessary expense incurred under 
sections 13 and 14 of this Act; 

(ii) the just and proportionate share of the mixed-bloods in 
the expense incurred in the prosecution of the claims of the tribe, 
or the bands thereof, against the United States; and 

(iii) the determinable and estimated administrative costs and 
expenses of any mixed-blood organization authorized by this Act, 
including lawful and reasonable salaries and fees of authorized 
agents, officers and emplovees of said mixed-blood grovn. 

(2) Partition of the lands of the mixed-blood group, excepting all 

, oil, and mineral rights, to corporations, partnerships, or other 
egal entities, and to trustees, and the individual members of said 
groups, quality and quantity relatively considered, according to the 
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respective rights and interests of the parties, located so as to embrace, 
as far as practicable, any improvements lawfully made by the person 
or argh receiving suchland. The value of the improvements made 
under a valid lease or assignment from the tribe, shall be excluded 
from the valuation in making allotments to the lessee or assignee, and 
the land must be valued without regard to such improvements unless 
the lease or assignment, under which said improvements were made, 
provided that such improvements should become the property of the 
tribe. In the making of any partition due consideration shall be 
given to all of the rights and interests of the person or persons re- 
ceiving the property, and all of the rights and interests of the other 
members of the tribe. Two or more of the members of said mixed- 
blood group may obtain their share of property as tenants in common, 
as joint tenants, or in any other lawful manner when such members 
agree among themselves as to the manner in which they desire to 
receive such title. When it appears that an equitable partition cannot 
be made among the members of said mixed-blood group without prej- 
udice to the rights and interests of some of them, and yet a partition 
is directed by the group, the members of said group may voluntarily 
determine compensation to be made by one party to another on 
account of the inequity. In all cases where equity is agreed upon by 
the members of said mixed-blood group, such compensatory adjust- 
ment among the parties, according to the principles of equity, must 
be approved by the Secretary. In the event of a failure to agree upon 
an equitable compensatory adjustment among the parties the Secre- 
tary shall make such adjustment and his decision shall be final. 

(3) Organization of corporations for the grazing of livestock, han- 
dling of water and water rights, and the shares therein may be issued 
to the members of said group in proportion to their interests in the 
assets of such corporations. When, in the opinion of said mixed-blood 
group, it is to the best interest of said group to transfer a portion of 
the assets of said group to a corporation or other legal entity for any 
purpose, the Secretary is authorized to make such transfer. 

(4) A transfer of assets to one or more trustees designated by said 
group who shall hold title to all or any part of the property of said 
group for management or liquidation purposes under terms and 
conditions prescribed by said mixed-blood group. The Secretary is 
authorized to make such transfer, and approve the trustees, and the 
terms and conditions of the trust. 

(5) Sale of any portion of the assets of said group subject to the 
approval of the Secretary. In addition to the sales herein otherwise 
authorized, authority is granted to the authorized representatives of 
said group to sell any property of said group when, in the opinion of 
the majority of said mixed-blood group, a practicable partition cannot 
be made, or for any other reason it is deemed to the best interests of 
the group, and the proceeds of such sales shall be distributed equitably 
among the members of said mixed-blood group; after deducting 
reasonable cost of sale and distribution. 

Sec. 14. In the event all the tribal assets, susceptible to equitable 
and practicable distribution, distributed to the mixed-blood group 
under the provisions of section 10 hereof, are not, within seven years 
from the date of enactment of this Act, distributed to the individual 
mixed-blood members as contemplated in the plan to be adopted in 
accordance with the provisions of section 13 hereof, so as to effectively 
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terminate Federal supervision over said assets, then the Secretary 
shall proceed to make such distribution in a manner, in his discretion, 
deemed fair and equitable to all members of said group, or convey such 
assets to a trustee for liquidation and distribution of the net proceeds, 
or convey such assets to the persons entitled thereto as tenants in 
common. 

Sec. 15. Any member of the mixed-blood group may dispose of his 
interest in the tribal assets prior to termination of Federal supervision, 
subject to the approval of the Secretary. In the event a member of 
the mixed-blood group determines to dispose of his interest in any of 
said real property at any time within ten years from the date of enact- 
ment of this Act, he shall first offer it to the members of the tribe, and 
no sale of any interest, prior to termination of Federal supervision, 
shall be authorized without such offer to said members of the tribe in 
such form as may be approved by the Secretary. After termination of 
Federal supervision the requirement of such offer, in form to be 
approved by the Secretary, shall be a covenant to run with the land for 
said ten-year period, and shall be expressly provided in any patent or 
deed issued prior to the expiration of said period. 

Sec. 16. (a) When any mixed-blood member of the tribe has received 
his distributive share of the tribal assets distributed to the mixed-blood 
group under the provisions of section 10 hereof, whether such distribu- 
tion is made in part or in whole to a corporation, partnership, or 
trusteeship in which he is interested, or otherwise, the Secretary is 
authorized and directed to immediately transfer to him unrestricted 
control of all other property held in trust for such mixed-blood member 
by the United States, and shall further remove all restrictions on the 
sale or encumbrance of trust or restricted property owned by such 
member of the tribe, and Federal supervision of such member and his 


property shall thereby be terminated, except as to his remaining 
interest in tribal property in the form of any Se ae or unliqui- 
bi 


dated claims against the United States, all gas, oil, and mineral rights 
of every kind, and all other tribal assets not susceptible to equitable 
and practicable distribution, all of which shall remain subject to the 
terms of this Act, notwithstanding anything herein contained to the 
contrary. 

(b) Prior to the removal of restrictions in accordance with the 
provisions of subsection (a) hereof on land owned by more than one 
person, the Secretary may— 

(1) upon request of any of the owners, partition the land and 
issue to each owner an unrestricted patent or deed for his indi- 
vidual share, unless such owner is a full-blood member of the tribe 
or other Indian who owns trust or restricted property, in which 
event a trust patent or restricted deed shall be issued and such 
trust may be terminated or such restrictions may be removed 
when the Secretary determines that the need therefor no longer 
exists; 

(2) upon request of any of the owners and a finding by the 
Secretary that partition of all or any part of the land is not prac- 
ticable, cause all or any part of the land to be sold at not less than 
the appraised value thereof and distribute the proceeds of sale to 
the owners: Provided, That before a sale any one or more of the 
owners may elect to purchase the other interests in the land, or 
the tribe may elect to purchase the entire interest in the land, at 
not less than the appraised value thereof. 
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Src. 17. No distribution of the assets made under the provisions of 
this Act shall be subject to any Federal or State income tax: Provided, 
That so much of any cash distribution made hereunder as consists of 
a share of any interest earned on funds deposited in the Treasury of 
the United States shall not by virtue of this Act be exempt from indi- 
vidual income tax in the hands of the recipients for the year in which 
paid. Property distributed to the mixed-blood group pursuant to the 
terms of this Act shall be exempt from property taxes for a period of 
seven years from the date of enactment of this Act, unless the original 
distributee parts with title thereto, either by deed, descent, succession, 
foreclosure of mortgage, sheriff’s sale or other conveyance: Provided, 
That the mortgaging, hypothecation, granting of a right-of-way, or 
other similar encumbrance of said property shall not be construed 
as a conveyance subjecting said property to taxation under the pro- 
visions of this section. After seven years from the date of enactment 
of this Act, all property distributed to the mixed-blood members of 
the tribe under the provisions of this Act, and all income derived 
therefrom by the individual, corporation, or other legal entity, shall 
be subject to the same taxes, State and Federal, as in the case of non- 
Indians; except that [any] any corporation organized by the mizxed- 
blood members for the purpose of aiding in the joint management with 
the tribe and in the distribution of unadjudicated or unliquidated claims 
against the United States, all gas, oil, and mineral rights of every kind, 
and all other assets not susceptible to equitable and practicable distribution 
shall not be subject to corporate income taxes. Any valuation for pur- 
poses of Federal income tax on gains or losses shall take as the basis 
of the particular taxpayer the value of the property on the date title 
is transferred by the United States pursuant to this Act. 

Sec. 18. The laws of the United States with respect to probate of 
wills, determination of heirship, and the administration of estates shall 
apply to the individual trust property of mixed-blood members of the 
tribe until Federal supervision is terminated. Thereafter, the laws of 
the several States, Territories, possessions, and the District of Colum- 
bia within which such mixed-blood members reside at the time of their 
death shall apply. 

Sec. 19. Nothing in this Act shall affect any claim heretofore filed 
against the United States by the tribe, or the individual bands com- 
prising the tribe. 

Sec. 20. Nothing in this Act shall abrogate any valid lease, permit, 
license, right-of-way, lien, or other contract heretofore approved. 

Sec. 21. Nothing in this Act shall abrogate any water rights of the 
tribe or its members. 

Sec. 22. For the purposes of this Act, the Secretary shall protect 
the rights of members of the tribe who are minors, non compos mentis, 
or, in the opinion of the Secretary, in need of assistance in conducting 
their affairs, by such means as he may deem adequate, but appoint- 
ment of guardians pursuant to State laws, in any case, shall not be 
required until Federal supervision has terminated. 

Suc. 23. Upon removal of Federal restrictions on the property of 
each individual mixed-blood member of the tribe, the Secretary shall 
ublish in the Federal Register a proclamation declaring that the 

‘ederal trust relationship to such individual is terminated. There- 
after, such individual shall not be entitled to any of the services per- 
formed for Indians because of his status as an Indian. All statutes 
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of the United States which affect Indians because of their status as 
Indians shal]l no longer be appliacble to such member over which 
supervision has been terminated, and the laws of the several States 
shall apply to such member in the same manner as they apply to other 
citizens within their jurisdiction. 

Sec. 24. Within three months after the date of enactment of this 
Act, the business committee of the tribe representing the full-blood 
group thereof shall present to the Secretary a development program 
calculated to assist in making the tribe and the members thereof self- 
supporting, without any special Government assistance, with a view 
of eventually terminating all Federal supervision of the tribe and its 
members. The tribal business committee, representing the full-blood 
group shall, through the Secretary of the Interior, make a full and 
complete annual progress report to the Congress of its activities, and 
of the expenditures authorized under this Act. 

Sec. 25. Nothing in this Act shall affect the status of the members 
of the tribe as citizens of the United States. 

Sec. 26. The Secretary shall have authority to execute such patents, 
deeds, assignments, releases, certificates, contracts, and other instru- 
ments, as may be necessary or appropriate to carry out the provisions 
of this Act, or to establish a marketable and recordable title to any 
property disposed of pursuant to this Act. 

Sec. 27. The Secretary is authorized to issue rules and regulations 
necessary to effectuate the purposes of this Act, and may, in his discre- 
tion, provide for tribal or group referenda on matters pertaining to 
management or disposition of tribal or group assets. 

Sec. 28. Whenever any action pursuant to the provisions of this 
Act requires the agreement of the mixed-blood and full-blood groups 
and such agreement cannot be reached, the Secretary is authorized 


to proceed in any manner deemed by him to be in the best interests 
of both groups. 

Sec. 29. All Acts, or parts of Acts, inconsistent with this Act are 
hereby repealed insofar as they affect the tribe or its members. 

Sec. 30. If any provision of this Act, or the application thereof 
to eo pee or circumstance, is held invalid, the remainder of the 


Act and the application of such provision to other persons or circum- 
stances shall not be affected thereby. 


O 
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AMENDING THE INTERSTATE COMMERCE ACT TO AUTHORIZE 
COMMON CARRIERS TO CARRY A DISABLED PERSON REQUIRING 
AN ATTENDANT AND SUCH ATTENDANT AT THE USUAL FARE 
CHARGED FOR ONE PERSON 





Juty 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Wit1aMs of Mississippi, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 


[To accompany 8S. 1777] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1777) to amend the Interstate Commerce Act in 
order to authorize common carriers to carry a disabled person requir- 
ing an attendant and such attendant at the usual fare charged for one 
person, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

Section 22 of the Interstate Commerce Act (49 U.S. C. 22) permits 
the carriage, storage, or handling of property free or at reduced rates 
for the United States, State, or municipal governments, or for certain 
charitable purposes, and the transportation of persons for the United 
States Government free or at reduced rates. It also permits the issu- 
ance of mileage, excursion, or commutation tickets, and authorizes the 
giving of reduced rates to specified persons connected with religious, 
charitable, or governmental organizations, as well as armed services 

ersonnel, and free transportation by the railroads to their employees. 
n addition, section 22, permits any common carrier to transport— 


* * * any totally blind person accompanied by a guide or 
seeing-eve dog or other guide dog specially trained and 
educated for that purpose, at the usual and ordinary fare 
charged to one person, under such reasonable regulations as 
may have been established by the carrier. 


One of the principal preponents of this legislation is the American 
Federation of the Physically Handicapped, Inc., which presented 
numerous witnesses supporting the bill in hearings held by the com- 
mittee. They urged that those who are victims of amputations, 
muscular dystrophy, multiple sclerosis, arthritis, polio, and other 
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crippling diseases are equally as handicapped as those who are blind, 
and should be entitled to the same privilege where an attendant is 
required. The Department of Health, Education, and Welfare has 
written the committee that there appears to be considerable justifica- 
tion for this same treatment, and the Veterans’ Administration and 
Interstate Commerce Commission have indicated they had no objec- 
tion to the bill. 

Section 22 of the Interstate Commerce Act, which this legislation 
would amend, is permissive and accordingly the bill would not require 
a carrier to transport a disabled person requiring an attendant and 
such attendant for one fare. ‘The proposed amendment would merely 
authorize the carrier to do this, just as the existing law authorizes 
carriers to transport various classes of persons and property free, or 
at reduced rates. 





DeparRTMENT OF Heauta, EpucaTion, AND WELFARE, 
Washington, D. C., April 19, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This letter is in response to your request 
of March 29, 1956, for a report on S. 1777, an act to amend the Inter- 
state Commerce Act in order to authorize common carriers to carry a 
disabled person requiring an attendant and such attendant at the usual 
fare charged for one person. 

This bill would amend section 22 of the Interstate Commerce Act 
(49 U.S.C.) so as to permit carriers, under such reasonable regulations 
as they may establish, to carry for a single fare a disabled person 
together with a necessary accompanying attendant. This privilege 
now exists in the case of blind persons accompanied by a guide or 
guide dog. 

This Department has no special competence in respect to rates for 
transportation. As a general observation, however, it appears to us 
that there is rinaideile justification for affording severely disabled 
individuals who require an attendant the same privilege of having both 
carried on one fare as is presently afforded the blind. However, 
since disablement, other than blindness, exists in varying degrees and 
is a highly individualized condition, serious difficulties would be 
encountered in any attempt to administer this proposal on a uniform 
and equitable basis. 

In view of these difficulties and the question of the relationship of 
this proposal to the rate structures of carriers, we defer to the views of 
the Interstate Commerce Commission on the desirability and practica- 
bility of this proposal. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 


M. B. Fousom, Secretary. 
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VeTEeRANS’ ADMINISTRATION, 
Washington, D. C., April 6, 1956. 
Hon. J. Percy Priest, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. Prisst: This is in further reply to your request of March 
29, 1956, for a report on S. 1777, 84th Congress, an act to amend the 
Interstate Commerce Act in order to authorize common carriers to 
carry a disabled person requiring an attendant and such attendant 
at the usual fare charged for one person, as passed by the Senate on 
March 26, 1956. 

The purpose of the act and the language which it would insert in 
section 22 of the Interstate Commerce Act (49 U.S. C. 22) are identi- 
cal with H. R. 6111, 84th Congress, on which a report was furnished 
to your committee by the Veterans’ Administration on March 30, 
1956. The report on H. R. 6111, in which it was indicated that the 
reduction in fares proposed by that bill would result in substantial 
savings of travel expenditures by the Government for certain disabled 
veterans, is equally applicable to S. 1777. As stated in that report, 
the Veterans’ Administration would have no objection to the enact- 
ment of the bill. 

As noted in the report on H. R. 6111, advice was received from the 
Bureau of the Budget that there would be no objection to the sub- 
mission of the report to the committee. 

Sincerely yours, 
H. V. Hietey, Administrator. 





INTERSTATE CoMMERCE COMMISSION, 
Washington, April 19, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear CHAIRMAN Priest: Your letter of March 29, 1956, addressed 
to the Chairman of the Commission and requesting a report and com- 
ments on an act (S. 1777) to amend the Interstate Commerce Act in 
order to authorize common carriers to carry a disabled individual 
requiring an attendant and such attendant at the usual fare charged 
for one person, has been referred to our Committee on Legislation. 
After careful consideration by that Committee, I am authorized to 
submit the following comments in its behalf: 

Section 22 of the Interstate Commerce Act, which S. 1777 would 
amend, now permits, among other things, the carriage, storage, or 
handling of property free or at reduced rates for the United States, 
State, or municipal governments, or for certain charitable purposes, 
and the transportation of persons for the United States Government 
free or at reduced rates. It also permits the issuance of mileage, ex- 
cursion, or commutation tickets, and authorizes the giving of reduced 
rates to specified persons connected with religious, charitable, or 

vernmental organizations, as well as armed services personnel, and 

transportation by the railroads to their employees. In addition, 
it permits any common carrier to transport “any totally blind person 
accompanied by a guide or seeing-eye dog or other guide dog specially 
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trained and educated for that purpose, at the usual and ordinary fare 
charged to one person, under such reasonable regulations as may 
have been established by the carrier.” 

As passed by the Senate, S. 1777 would amend the above-quoted 
provision by inserting therein, after ‘‘or other guide dog specially 
trained and educated for that purpose”, a comma and the following 
new provision: “or from carrying a disabled person accompanied by 
an attendant if such person is disabled to the extent of requiring 
such attendant,”’. 

The provisions of section 22, including the provision proposed to 
be amended, are made applicable to motor common carriers by 
section 217 (b) of part IL of the act, to water common carriers by 
section 306 (c) of part IIT. 

Since the provisions of the clause which S. 1777 would amend are 
permissive in nature, enactment of the bill would not require carriers 
to transport a disabled person accompanied by an attendant for one 
fare. The proposed amendment would merely authorize the carriers 
to do this, just as the existing law authorizes carriers to transport 
various classes of persons and property free or at reduced rates. 
The position of the carriers would appear to be further protected by 
the present provision of the act which states, in effect, that such 
privilege may be accorded by the carriers “under such reasonable 
regulations as may have been established by the carrier.”’ 

The question of whether or not Congress should authorize common 
carriers to transport disabled persons accompanied by a required 
attendant at the usual fare charged for one person is a matter of con- 
gressional policy on which we take no position. We believe it appro- 
priate, however, to call to your attention that the Commission in its 
69th annual report to Congress, dated November 1, 1955, recom- 
mended (recommendation No. 11 (c)) page 126, that Congress make a 
thorough study as to the present-day needs respecting the furnishing of 
transportation free or at reduced rates as now permitted under sec- 
tions 1 (7), 22, 217 (b), 306 (c), and 405 (c) of the Interstate Com- 
merce Act. 

Respectfully submitted. 

CoMMITTEE ON LEGISLATION. 
AntTHony Arpaia, Chairman. 
J. M. JoHNson. 
Owen CLARKE. 


Changes in Existing Law 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 
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SecTion 22 or tHE INrersTaTE Commerce Act, as AMENDED 
(49 U.S. C. 22) 


RESTRICTIONS 


Sec. 22. That nothing in this part shall prevent the carriage, stor- 
age, or handling of property free or at reduced rates for the United 
States, State, or municipal governments, or for charitable purposes, 
or to or from fairs and expositions for exhibition thereat, or the free 
carriage of destitute and homeless persons transported by charitable 
societies, and the necessary agents employed in such transportation, 
or the transportation of persons for the United States Government 
free or at rathnond rates, or the issuance of mileage, excursion, or com- 
mutation passenger tickets; nothing in this part shall be construed to 
prohibit any common carrier from giving reduced rates to ministers 
of religion, or to municipal governments for the transportation of indi- 
gent persons, or to inmates of the National Homes or State Homes 
for Disabled Volunteer Soldiers and of Soldiers’ and Sailors’ Orphan 
Homes, including those about to enter and those returning home after 
discharge, under arrangements with the boards of managers of said 
homes; nothing in this part shall be construed to prohibit any common 
carrier from establishing by publication and filing in the manner pre- 
scribed in section 6 reduced fares for application to the transportation 
of (a) personnel of United States armed services or of foreign armed 
services, when such persons are traveling at their own expense, in 
uniform of those services, and while on official leave, furlough, ,or 
pass; or (b) persons discharged, retired, or released from United States 
armed services within thirty days prior to the commencement of such 
transportation and traveling at their own expense to their homes or 
other prospective places of abode; nothing in this part shall be con- 
strued to prevent railroads from giving free carriage to their own 
officers and employees, or to prevent the free carriage, storage, or 
handling by a carrier of the household goods and other personal effects 
of its own officers or employees when such goods and effects must 
necessarily be moved from one place to another as a result of a change 
in the place of employment of such officers or employees while in the 
service of the carrier, or to prevent the principal officers of any rail- 
road company or companies from exchanging passes or tickets with 
other railroad companies for their officers and employees; and nothing 
in this part contained shall in any way abridge or alter the remedies 
now existing at common law, or by statute, but the provisions of this 
part are in addition to such remedies; nothing in this part shall be 
construed to prohibit any common carrier from carrying any totally 
blind person accompanied by a guide or seeing-eye dog or other guide 
dog specially trained and educated for that purpose, or from carrying 
a disabled person accompanied by an attendant if such person is disabled 
to the extent of requiring such attendant, at the usual and ordinary fare 
charged to one person, under such reasonable regulations as may have 
been established by the carrier: Provided, That no pending litigation 
shall in any way be affected by this part: Provided further, That noth- 
ing in this part shall prevent the issuance of joint interchangeable 
five-thousand-mile tickets, with special privileges as to the amount 
of free baggage that may be carried under mileage tickets of one 
thousand or more miles. But before any common carrier, subject to 
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the provisions of this part, shall issue any such joint interchangeable 
mileage tickets with special privileges, as aforesaid, it shall file with 
the Interstate Commerce Commission copies of the joint tariffs of 
rates, fares, or charges on which such joint interchangeable mileage 
tickets are to be based, together with specifications of the amount of 
free baggage permitted to be carried under such tickets, in the same 
manner as common carriers are required to do with regard to other 
joint rates by section six of this part; and all the provisions of said 
section six relating to joint rates, fares, and charges shall be observed 
by said common carriers and enforced by the Interstate Commerce 
Commission as fully with regard to such joint interchangeable mileage 
tickets as with regard to other joint rates, fares, and charges referred 
to in said section six. It shall be unlawful for any common carrier 
that has issued or authorized to be issued any such joint interchange- 
able mileage tickets to demand, collect, or receive from any person or 
persons a greater or less compensation for transportation of persons 
or baggage under such joint interchangeable mileage tickets than that 
required by the rate, fare, or charge specified in the copies of the joint 
tariff of rates, fares, or charges filed with the Commission in force at 
the time. The provisions of section ten of this part shall apply to 
any violation of the requirements of this proviso. Nothing in this 
part shall prevent any carrier or carriers subject to this part from 
giving reduced rates for the transportation of property to or from 
any section of the country with the object of providing relief in case 
of earthquake, flood, fire, famine, drought, epidemic, pestilence, or 
other calamitous visitation or disaster, if such reduced rates have first 
been authorized by order of the Commission (with or without a hear- 
ing); but in any such order the Commission shall (1) define such sec- 
tion, (2) specify the period during which such reduced rates are to 
remain in effect, and (3) clearly define the class or classes of persons 
entitled to such reduced rates: Provided, That any such order may 
define the class or classes entitled to such reduced rates as being per- 
sons designated as being in distress and in need of relief by agents of 
the United States or any State authorized to assist in relieving the 
distress caused by any such calamitous visitation or disaster. No 
carrier subject to the provisions of this part shall be deemed to have 
violated the provisions of such part with respect to undue or un- 
reasonable preference or unjust discrimination by reason of the fact 
that such carrier extends such reduced rates only to the class or classes 
of persons defined in the order of the Commission authorizing such 
reduced rates. 


O 
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FEDERAL FLOOD INSURANCE ACT OF 1956 





Juxy 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Sprence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany 8. 3732} 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 3732) to provide insurance against flood damage, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 


AMENDMENT 


The amendment proposed by the committee strikes out all after 
the enacting clause and inserts in lieu thereof a substitute text which 
appears in the reported bill in italic type. 


Purpose or Binu 


The bill provides for an experimental program to provide insurance 
and related forms of financial protection against flood losses. 

The bill authorizes the Housing and Home Finance Administrator 
(1) to issue Government insurance policies against property losses due 
to flood, (2) to reinsure flood loss policies issued by other insurers, and 
(3) to make contracts with private individuals and business concerns 
assuring them, in the event of any subsequent flood loss, of a line of 
credit to assist in restoring or replacing damaged or destroyed property. 


ComMMITTEE AMENDMENT 


The substitute amendment adopted by the committee differs from 
the bill passed by the Senate in four major respects: : 
(1) The Administrator would have discretionary authority to 
offer insurance at special reduced rates to homeowners who could 
not afford to pay the rates otherwise chargeable under the bill. 
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(2) The insurance and reinsurance programs authorized by 
the bill would be supplemented by a loan contract program to 
provide an assured line of credit to potential flood victims. 

(3) The States would not be required to contribute to the 
insurance reserve fund established under the program. 

(4) Responsibility for administering the program would be 

ested in the Housing and Home Finance Administrator, rather 
than in an independent Federal flood-insurance commissioner. 


GENERAL STATEMENT 


Throughout history floods have constituted perhaps the greatest 
natural disaster to man. Floods continue to strike widespread areas 
of our country with devastating impact. Notwithstanding the vast 
amount of losses involved, there nowhere exists in the economy of our 
country any method by which victims of floods can substantially 
retrieve their losses. Private insurance companies do not write flood 
insurance on real property and only to a limited extent is flood loss 
coverage available on personal property. The private companies feel 
that the virtual certainty of the loss by flood, its catastrophic nature, 
and the problems of msking this line of insurance self-supporting pre- 
vents them from prudently engaging in this field of insurance. Also 
insurance companies have indicated that they have not entered this 
line of insurance because a flood disaster of considerable magnitude 
during the early years of any flood-insurance operation could bankrupt 
a company before sufficient reserves were accumulated. Accordingly, 
Government participation is required if the needed protection for 
property owners is to be made available. 

As a result of its extensive studies and hearings, the committee 
gathered and analyzed sufficient information on flood-insurance 
problems to enable it to formulate, from the many and varied legisla- 
tive proposals that were submitted to it, a proposal for a Federal 
flood-insurance program that the committee hopes will meet the 
urgent need and at the same time take cognizance of the practical 
dufficulties involved. 

The difficulties in the way of formulating a practical program are not 
to be minimized but the committee was confronted with evidence of 
an overwhelming need for a pregram of Federal insurance against the 
risk of flood damage. 

The Federal flood-insurance program recommended by this com- 
mittee is intended to blaze the trail and establish the actuarial and 
other experience needed to show, if it can be shown, that flood-risk 
insurance can be offered by private companies on a commercially 
feasible basis. 

At the same time the committee has recognized the need to control 
within reasonable limits the financial risk to which the Government 
will be exposed. This has been done by making this program an 
experimental one, with strict limits on the amount of insurance that 
can be written and the amount of coverage any individual, corporation, 
or Government entity can acquire from the Federal Government. 

The damage caused by flood is a national problem calling for national 
solution. It is not confined to any particular State or group of States. 
Exactly where flood damage may strike in a given year is a matter of 
conjecture, but statistics show that flood losses will occur annually 
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somewhere within the United States. The total annual damages by 
floods in the United States is estimated by a number of different 
Government agencies. This information is collected in different ways 
and serves the separate purposes of those agencies. Among them, 
the information collected by the Weather Bureau covers the longest 
period, going back as far as the turn of the century. The Bureau 
advises that the information since 1925 furnishes a good basis for 
estimating average annual losses from floods. This information shows 
that the estimated average annual flood damage during the period 
from 1925 to 1955, inclusive, amounted to $240 million. This average 
includes $68 million in average losses arising from floods due to tropical 
storms, including hurricanes, such as occurred along the coast of the 
Carolinas and Virginia in 1955. 

The Weather Bureau estimates reflect wide variation in annual 
flood damages, including those due to tropical storms. The annual 
figures range from a low of $2,810,000 in 1931 to a high of slightly 
more than $1 billion in each of the years 1951 and 1955, with an aver- 
age annual flood damage of $240 million. 

Because of changes in prices over the period covered by the esti- 
mates, year-to-year comparisons of flood damages can be more mean- 
ingful if the figures are adjusted for changes in costs in terms of con- 
stant dollars and changes in the amount of property exposed to flood 
losses. Moreover, if these constant dollars measure the purchasing 
power to dollars of some current period, they can be useful in measur- 
ing the magnitude of prospective losses. The Weather Bureau esti- 
mates have been adjusted by the use of an index presented in a recent 
publication on floods by Hoyt & Langbein which adjusts for variations 
in wholesale prices and variations in the amounts of property exposed 
to loss with 1950-51 as the base. After such adjustment, the average 
annual damage from floods is estimated to be $350 million and the 
range is from a low of less than $7 million in 1931 to a high of a little 
over $1 billion in 1937 and in 1955. 

The average annual figure of $350 million includes losses on types 
of property such as growing crops, and indirect damages which would 
not be eligible under the bill. When these 2 major classes of losses 
are excluded, the $350 million is reduced to approximately $165 million. 
This figure includes a minor amount of losses on some types of property 
which are not eligible for coverage under the bill. 

Flood damage hits particularly hard (1) those homeowners who lose 
their homes in a flood but still owe the mortgage debt on such homes, 
and (2) businessmen whose credit is so impaired by flood loss as to 
discourage them from resuming business operations. Federal dis- 
aster grants are not now generally available for individuals as such. 
Only such Federal loan programs as emergency loans to farmers and 
stockmen by the Agriculture Department and loans to disaster victims 
by the Small Business Administration are available to help individual 
flood victirns. The Federal Housing Administration can insure a 
mortgage up to $7,000 to help replace a home destroyed by a major 
disaster; but the beneficiary must show ability to repay the mortgage 
loan. A man who has just lost the security on a prior mortgage— 
retaining only the indebtedness—is often unable to make such a 
showing. Proceeds of Federal crop insurance help reimburse flood 
loss to crops; but the program is limited to some 800 out of 3,000 
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agricultural counties, and further limited to certain crops in the 800 
counties. 

Individual disaster victims must turn to charity for relief, if their 
own assets or ability to borrow are not sufficient to rehabilitate them. 
Presently the American National Red Cross grants limited charitable 
relief to persons on the basis of their need; sometimes to the extent of 
making gifts of money to rebuild destroyed homes and small busi- 
nesses. 

Mortgage and business debtors work out as best they can their 
obligations to creditors after a flood. Flood losses show up in Federal 
income-tax returns as deductions for loss or bad debts, or in a decrease 
or lack of taxable income. 

The Federal Government has long assumed a major share of respon- 
sibility for flood control. However, the testimony of the Corps of 
Engineers indicates that it will take about 22 years at the present 
rate of appropriations to complete the remaining projects now author- 
ized in the flood-control program. Moreover, Federal law limits 
flood protective works to structures from which the demonstrable 
benefits will exceed the cost. 

There is a specific precedent for a flood-insurance program in the 
Federal crop-insurance program. The Congress has already enacted 
into law several programs incorporating insurance principles or related 
indemnity principles, involving the payment of fees or charges by 
those benefiting from the programs. These include (1) aviation war- 
damage insurance, (2) bank-deposit insurance, (3) Export-Import 
Bank tangible property insurance, (4) Government employees’ insur- 
ance, (5) housing mortgage insurance, (6) maritime cargo wartime 
insurance, (7) maritime vessel mortgage insurance, (8) Mutual Secur- 
ity Act investment guaranty program, (9) old-age and survivors 
insurance, (10) postal insurance, (11) savings and loan account insur- 
ance, (12) unemployment insurance, (13) veterans’ life insurance, (14) 
V-loans guaranteed by Federal Government agencies, and (15) war- 
damage insurance. From this list it is apparent that the insurance 
device has already gained wide usage in Federal programs. 

The extensive destruction caused by the floods last fall in the east 
coast and west coast areas of the country prompted the introduction 
by many Members of Congress of proposals for Government flood- 
insurance programs. Consideration of such proposals together with 
one submitted by the administration was made an early order of 
business by the committee in this session of Congress. Public hear- 
ings were held beginning January 23 and continued through February 
10. In addition the committee had the benefit of extensive hearings 
conducted by the Senate Banking and Currency Committee dealing 
with this problem. Early in its considerations it became apparent to 
the committee that the key problem in formulating an imsurance 
program in this new field was the question of rates or premium 
charges. It was apparent that a premium strictly geared to loss 
expectancy in the higher risk areas would result in charges so high 
that those who needed the protection most would be anable to afford 


the premiums required. The committee frankly recognizes that in 
addition to the Government absorbing the administrative expenses 
of the program it will also be necessary for the Government to absorb 
some of the losses if the fees to be charged, particularly in the case of 
the small home owner, are to be held to reasonable levels. The com- 
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mittee included a provision in the bill giving discretionary authority 
to the Administrator to meet the problem of the homeowner in the 
higher risk areas. As a different approach to the problem of rates 
the committee also made provision for a loan contract program which 
would enable oo to establish an assured line of credit against 
subsequent fl loss. Such a contract undoubtedly can be made 
available at reasonable rates inasmuch as the Government’s ultimate 
exposure to loss is limited to credit loss on flood-loss loans rather than 
to the actual flood losses themselves. 


DESCRIPTION OF THE BILL 
ADMINISTRATION 


The Housing and Home Finance Administrator would be responsible 
for administering all programs under the bill as reported by your com- 
mittee. To assist him in carrying out these programs, he may appoint 
a commissioner who would be paid at the same rate as the other com- 
missioners of the Housing and Home Finance Agency. 

Your committee believes that this organization is preferable to that 
provided in the Senate bill, which would have established a semi- 
independent flood insurance administration within the Housing and 
Home Finance Agency. The bill as reported by your committee 
would centralize authority and responsibility in the Administrator 
and thus provide a single point of contact for the Congress and the 
Executive with regard to the programs authorized by the bill. This 
form of organization was strongly recommended by the executive 
branch and is consistent with the recommendations of both the first 
and second Commissions on Reorganization of the Executive Branch 
and with congressional action over the past 10 years with regard to 
the Housing and Home Finance Agency. 


AUTHORITY TO INSURE AND REINSURE 


This bill authorizes the Administrator to provide Federal assistance 
for flood insurance by issuing direct Federal insurance policies or by 
reinsuring policies issued by other insurers against the peril of flood. 
Under the provisions of the bill, however, the direct Federal insurance 
program may contain a limited subsidy factor which is not provided 
for in connection with the reinsurance program. It is the hope of 
your committee that private insurance organizations will see fit to 
enter the field of flood insurance with the aid of a Federal reinsurance 
program. However, the testimony received by your committee 
indicates a hesitancy on the part of private insurance companies to 
enter this field even with the support of Federal reinsurance. Conse- 
quently, in order to assure that the desired protection will actually 
become available, the bill authorizes a program of direct Federal 
insurance against the peril of flood. Even in this sphere the bill 
requires the use of private organizations authorized to engage in the 
insurance business in the marketing of policies and in the adjustment 
of claims made under such policies. The bill contemplates that 
reasonable compensation may be paid for such services and facilities. 
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LOAN CONTRACTS 


Perhaps the most perplexing problem in devising a workable flood 
insurance program is the difficulty of providing insurance in high-risk 
areas at rates which are not prohibitive. Sections 5 and 6 of the bill 
as reported by your committee are designed to provide a supplemental 
program of protection at much lower rates than those which will be 
charged for direct insurance under the bill. 

Basically, this supplemental program will give potential flood 
victims, for a reantiontila fee, the contractual right to borrow money in 
the event of loss due to flood. A person who purchases this protection 
and subsequently loses his home or business in a flood will have an 
assured line of credit to restore his property, and will be given an 
extended period of time in which to absorb the shock of his initial loss. 

This protection will be afforded to private individuals and business 
concerns through loan contracts with the Administrator. If a person 
who has purchased such a contract suffers a flood loss, he will be 
assisted in either of two ways. First, if he is able to obtain a loan 
elsewhere to repair his loss, the Government will guarantee the lender 
against loss on the loan. Second, if he is unable to obtain such a losn, 
the Government will make the loan directly. 

The amount of the loan would vary according to the terms of the 
contract, just as the cash payment varies under the ordinary insurence 

olicy. In no event, however, could it exceed the amount of the 
oss, minus $500. In addition, the face amount of the loan contrect 
could not exceed $250,000 per person, nor exceed $10,000 for any 
home, including structures and personal property connected with it. 
Loans would bear interest at the prevailing rate in the community, but 
not more than 4 percent per annum on the unpaid principal. 


ESTIMATED RATES AND FEES 


The Administrator will establish a schedule of estimated rates for 
insurance offered under this bill. This schedule will be computed on 
the basis of the risks involved; the estimated rates will be uniform for 
similar risks within a given class of property; and estimated rates 
will be fixed at levels that would, in the Administrator’s judgment, be 
adequate, if collected, to produce sufficient proceeds over a reasonable 
period of years to pay all claims for losses. The schedule of estimated 
rates is not to include any factor for payment of Federal administra- 
tive expenses under this bill; these are to be paid out of directly 
appropriated funds. Neither is it intended that the schedule of 
estimated rates will include any factor of profit to be realized from 
the program. 

Once established, this schedule of estimated rates will be used by 
the Administrator as a ceiling from which to compute a schedule of 
fees the purchasers of flood-insurance policies under the bill will be 
required to pay. The testimony received by your committee indi- 
cates that a schedule of estimated rates based entirely on actuarial 
considerations will prove to be too high to serve as an adequate 
basis for providing flood insurance protection to prospective pur- 
chasers. Therefore, the bill provides that the Administrator shall 
establish a schedule of fees to be paid by purchasers of the insurance 
designed to provide insurance protection at reasonable costs and to 
achieve marketability of the insurance policies. Except as explained 
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below, no insurance policy can be issued for a fee lower than 60 
percent of the corresponding estimated rate for insurance provided 
by that policy. 

In effect, this difference between the estimated rate and the fee 
may be referred to as the subsidy. The Administrator may de- 
crease the Leese of this subsidy by establishing classifications 
of fees based on (1) the use of the insured property; (2) the availability 
of insurance for such property from private sources; and (3) the in- 
sured’s ability to self-insure or reinsure; provided that all fees must 
be uniform for similar risks within a given classification of property. 
Under this provision it is possible for the Administrator to grant a 
greater subsidy for one classification of property, such as homes, than 
for another classification of property, such as industries. He may 
also base classifications on the availability of insurance from private 
sources, as in the field of personal property flood insurance. Finally, 
he may take into consideration the ability of the prospective insured 
to self-insure or reciprocally reinsure its flood risks. 

Upon the same of insurance policies, the Administrator is to pay 
into a disaster-insurance fund the amount of the subsidies applicable 
to such policies. 

The fees for reinsurance offered under the provisions of this bill 
are to be established from time to time by the Administrator through 
a process of negotiation with insurance companies seeking reinsurance. 
These fees under the bill will contain no subsidy in the sense in which 
that term has been used above. The reinsurance fees are to be based 
on the consideration of the risks involved and are to be adequate, in 
the Administrator’s judgment, to produce sufficient proceeds over 
a reasonable period of years to pay all claims for losses covered by the 
reinsurance agreements. The fees are not to include any loading for 
administrative expenses for the Federal Government under this bill, 
and need not make any allowance for profit. 

No subsidy was provided in the case of reinsurance fees lest the 
available insurance authorization under the bill be exhausted by use 
in the reinsurance program, leaving no authorization available to 
provide for direct Federal insurance in those areas where private 
companies do not choose to write flood insurance. 


REDUCTION OF FEES FOR HOMEOWNERS 


Witnesses before the committee during its hearings indicated that 
no accurate estimates can be made at this time as to the amount of 
the fees which will be charged under the 60 percent formula specified 
in the bill. The Deputy Administrator of the Housing and Home 
Finance Agency gave the committee a very rough estimate, based on 
an engineering study of two communities located on rivers, that the 
fee for a $10,000 policy on residential property in these communities 
could range between $69 and $372 a year. The difficulties of provid- 
ing insurance at reasonable rates in high-risk areas were emphasized in 
the following colloquy between the Honorable Brent Spence, chairman 
of the committee, and the Deputy Administrator: 


The CuarrMan. But from all the testimony today I gather 
that in the areas where it is mostly needed, where there have 
been more recurring floods, the rates will be so high that the 
average man will not be able to pay them. 
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Mr. Metsrretu. I would hope that that did not occur, 
because, if it did, we are defeating our program. There isn’t 
any sense in undertaking this program, and going enone 
the labor pains, and then putting it up as a program for the 
people that you and I are interested in helping, and then 
making it prohibitive in cost so that they are not able to buy 
it, and I would very strongly hope to achieve an end where 
we can give some protection, which is more than — are 
getting or can get today, at as low a price as it would be 
possible to develop. at that — is required so much 
study and analysis of data that we have not been able to do it. 


There is considerable evidence that, under the 60-percent formula 
specified in the bill, flood insurance on homes may be prohibitively 
expensive in the areas of highest risk. If operations under the pro- 
gram demonstrate that this is the case, the Administrator should have 
discretionary authority to make adjustments in fees so as to avoid a 
situation such as that pictured by the Deputy Administrator. Ac- 
cordingly, the committee adopted an sslandeaent giving the Adminis- 
trator authority in his discretion to establish reduced fees for insurance 
on any classification of owner-occupied homes if he determines that 
without such a reduction the owners of these homes as a class could 
not afford to buy the insurance. 

It should be emphasized again that this is an experimental program. 
No formula can be devised on the basis of information now available 
which will assure moderate rates for this insurance in all areas. 
Relatively high fees will have to be charged for high risks under any 
feasible program. The committee is convinced, however, that with- 
out some discretion in the Administrator to make adjustments where 
needed in the 60-percent formula, the program may prove unworkable 
in the high-risk areas where insurance is needed the most. 


PARTICIPATION BY STATES 


As passed by the Senate, the bill provided that after June 30, 1959, 
each State would be required to pay to the Federal insurance fund 
half of the difference between the fees charged for policies issued in the 
State and the estimated rates needed to cover losses on such policies. 
Your committee voted to eliminate this provision from the bill. 

This provision would have excluded many States from the insurance 
program after June 30, 1959, unless they adopted amendments to their 
constitutions. It would also have raised serious problems of Federal- 
State relationships in the administration of the program. Further, 
it may well have imposed on many State governments a financial 
burden they are unable to assume. 

Experience under the program during the next 3 years may reveal 
solutions to these difficulties. The Congress may well wish to give 
further consideration to this matter in the light of that experience. 
For the present, however, your committee feels that the zoning pro- 
visions of section 12 of the bill, explained below, constitute sufficient 
erty eo for State participation in the programs authorized by the 











FEDERAL FLOOD INSURANCE ACT OF 1956 


LOAN CONTRACT AND INSURANCE POLICY LIMITATIONS 


The face amount of insurance policies issued under the bill cannot 
exceed $250,000 per person, and cannot exceed $10,000 for any dwelling 
unit, including any structures and personal property connected with 
it. The same limits are provided for loan contracts. In view of the 
bill’s limitation on the total amount of loan contracts, insurance, and 
reinsurance which can be written under it, it is necessary to limit the 
amount of any loan contract and insurance policy that can be pur- 
chased by any one person. Your committee reached the conclusion 
that the limitations specified by the bill provide a fair measure of 
protection to a large number of persons even if the limitations will not 
provide complete protection for all persons desiring to purchase 
insurance or loan contracts under the bill. The bill permits the 
Administrator to issue appropriate regulations regarding insurance 
and loan contracts available under the bill to joint owners and to 
subsidiary and affiliated corporations. Such a provision is necessary 
for effective enforcement of the $250,000 per person limit. 


PROGRAM LIMITATIONS 


The bill provides that exposure of the Government to loss on insur- 
ance and reinsurance policies outstanding under this program cannot 
be more than $3 billion (or $5 billion with the approval of the Presi- 
dent), plus an amount equal to the fees collected for insurance or 
reinsurance under the bill. As claims are approved under insurance 
policies and reinsurance agreements issued under the bill, the amount 
of such claims will serve to reduce the total authorization above by a 
corresponding amount. In addition, a limit of $2 billion is placed on 
the face amount of loan contracts outstanding at any time; this limit 
may be increased, with the approval of the President, by $500 million 
in any fiscal year. 

The face amount of insurance policies issued and reinsurance agree- 
ments entered into under this bill should be many times greater than 
the amount of losses expected to be incurred, just as in other forms of 
property insurance written by private companies actual losses incurred 
are only a small fractional amount of the face amount of policies 
written and in force. Likewise with respect to the loan contract pro- 
gram, the loans made or guaranteed to cover flood losses actually 
incurred will only be a small fraction of the dollar amount of loan 
contracts issued and on such loans the onJy loss of principal the Gov- 
ernment will suffer will be that accounted for by credit losses. Over 
many years the RFC conducted a disaster loan program under which 
credit losses amounted to slightly less than 7 percent of the loans 
disbursed. 

LOSS DEDUCTIBLE PROVISION 


In‘an effort to reduce “nuisance” claims, keep the cost of administer- 
ing the program low, and provide the insured an incentive to protect 
the insured property against flood damage, the bill requires 8 minimum 
loss deductible clause in each insurance policy issued by the Admin- 
istrator that will relieve the Government from any liability for paying 
the first $100 of a proved and approved claim of loss, plus 5 percent 
of the remainder of such claim. The bill further authorizes the 
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Administrator to increase either the amount or the percent, or both, 
upon the issuance of an insurance policy, taking into consideration 
the class of risk involved. 

A loss deductible clause in the amount of $500, is provided in the 
loan contract program. 


NONDUPLICATION OF AVAILABLE INSURANC3 


The bill expressly provides that insurance, reinsurance, and loan 
contracts cannot be issued under the bill covering risks against which 
insurance is available on reasonable terms from other public or private 
sources. 

The bill requires the Administrator to undertake a continuing study 
of private insurance company participation in the insurance programs 
authorized by the bill, in order that flood insurance can be provided 
by policies issued by private insurance companies with the aid of 
Federal reinsurance. The bill also requires the Administrator to 
undertake a continuing study of the feasibility of having private 
insurance companies take over the irsurance programs authorized 
by the bill, either with or without some form of Federal financial 
support. 

DURATION OF PROGRAM 


Although the bill contains no fixed termination date, it requires 
that the annual report of the Administrator for the year ending 
December 31, 1961, must contain his opinion, supported by pertinent 
findings, concerning the advisability of withdrawing, in whole or in 
part, Federal assistance in the flood-insurance field, keeping in mind 
the desirability of offering flood-insurance protection. In the event 
the Administrator’s opinion recommends withdrawal of entire or 
partial Federal financial support for the flood-insurance program, it is 
to be accompanied by appropriate legislative recommendations. In 
the light of conditions then existing, the Congress can consider in the 
public interest the procedures to be adopted for terminating the 
Federal flood-insurance program. These provisions will assure that 
at the end of 1961 the Administrator must come to grips with the 
problem of determining whether it is necessary for the Federal Gov- 
ernment to remain in the flood-insurance field either as a direct in- 
surer or as a source of reinsurance. 


ZONING 


In an effort to minimize the extent of claims for insured losses filed 
with the Administrator, the bill contains two specific zoning provisions. 
The first of these prohibits the issuance of insurance, reinsurance, or 
loan contracts iillae the bill on any property declared by an appro- 


riate public body to be in violation of State or local flood-zoning 
aws. he second provides that after June 30, 1958, no insurance, 
reinsurance, or loan contracts shall be issued under the bill in any 
geographical location unless an appropriate public body shall have 
adopted and shall keep in effect such flood-zoning restrictions as the 
Administrator may deem necessary to reduce, within practicable limits, 
flood damage within such location. 
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COORDINATION 


The bill contemplates that the Administrator will consult with other 
Federal, State, and local government agencies having responsibilities 
in the fields of land use, flood control, flood zoning, and flood-damage 
<:, pana in order to assure that the Esogratas carried on under this 

ill are consistent with the programs of such agencies. The bill directs 
Federal agencies having jurisdiction over existing or proposed flood- 
control works to cooperate with the Administrator in coordinating 
their respective programs wherever the activities of the Administrator 
may affect such flood-control works. Moreover, the bill instructs the 
Secretary of Agriculture and the Administrator to coordinate the ad- 
ministration of their respective programs affecting the protection of 
agricultural commodities against flood damage. Through the Federal 
Crop Insurance Corporation, the Department of Agriculture presently 
offers multiple-risk-insurance protection for certain crops in approxi- 
mately 800 of the 3,000 agricultural counties in the United States. 
For the most part FCIC insurance protects the crops while they are 
still in the ground but ceases to cover them when they are removed 
from the ground. Under the broad authority granted the Adminis- 
trator under this bill, he would have the power to insure crops against 
flood damage whether they were located in the ground or had been 
removed from the ground, save for the provisior prohibiting the Ad- 
ministrator from issuing insurance covering risks against which insur- 
ance is available upon reasonable terms from other public or private 
sourees. In order to avoid unnecessary duplication in the field of crop 
insurance, the bill contemplates that the Secretary of Agriculture and 
_ oo RR will coordinate their respective programs affecting 
this field. 

The bill expressly authorizes the Administrator to supply, receive 
from, and exchange with other Federal, State, and local agencies and 
private insurance or reinsurance organizations information useful in 
administering the programs authorized by the bill. 

As previously noted, the bill also requires the Administrator to use 
to the maximum practical extent the facilities and services of private 
organizations and persons authorized to engage in the insurance 
business under the laws of any State and to arrange for payment of 
reasonable compensation for such facilities and services. If the 
administrative practice followed in the case of the War Damage 
Corporation is adapted to this program, it will make unnecessary the 
creation of a vast P ederal agency staffed by numerous employees for 
the purpose of carrying out the program authorized under the bill. 
Existing organizations skilled in the writing of insurance and in 
recommending adjustment of claims filed under insurance policies are 
able, and seem to be willing, to supply their services and facilities to 
the Federal Government in order to make these programs function 
efficiently. Representatives of these organizations live indicated 
to your committee that for the most part the organizations would be 
willing to supply such facilities and services to the Government on a 
cost basis. 

FINANCING 


Administrative expenses incurred under the bill will be paid from 
direct appropriations made by the Congress. All other funds for 
operation of the program will be obtained from (1) fees collected from 
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purchasers of loan contracts and insurance policies and organizations 
making reinsurance agreements; (2) earnings on the investment and 
reinvestment of such fees; (3) any salvage proceeds received in the 
course of operations under the bill; and (4) funds borrowed from the 
United States Treasury. In the beginning it will presumably be 
nece for the Administrator to borrow funds from the United 
States Treasury in order to pay the subsidy portion of the insurance 
premiums. 

The bill places a top limit of one-half billion dollars on the outstand- 
ing amount of money that the Administrator may borrow from the 
Treasury. However, it permits the President to grant approval to 
the Administrator’s borrowing any greater amount from the United 
States Treasury. 

SCOPE OF PROGRAM 


The bill authorizes coverage of real and personal property against 
loss due to flood as defined in the bill. The term “flood” is broadly 
defined to include the water component of any severe storm as well as 
rising waters and abnormally high tidal water, and the Administrator 
is authorized to assign such other specific pr accra to the generic term 
“flood” as he may prescribe by regulation. Specifically, the bill 
defines ‘‘flood’’ to include “any flood, tidal wave, wave wash or other 
abnormally high tidal water, deluge, or the water component of any 
hurricane or other severe storm, surface landslide due to excess mois- 
ture” and such other meaning as the Administrator may prescribe by 
regulation. 

t is in these types of natural perils that the lack of private insurance 
programs is most notable. This is particularly true in the instance of 
damage to real property. However, there are many kinds of personal 
property for which flood insurance is not presently available, despite 
coverage offered by private insurance companies in such fields as motor 
vehicles, personal property ‘floaters,’ merchandise in transit or on 
consignment, cargo, tugs, and warehoused goods. 

The bill authorizes insurance and loan contract coverage against 
flood damage for property located in the United States, its Territories, 
possessions, and the Commonwealth of Puerto Rico. 

It will be noted that this bill provides authority for operating in- 
surance, reinsurance, and loan programs only against the peril of 
flood as defined in the bill. However, the bill directs the Adminis- 
trator to undertake a continuing study of the practicality of extendi 
insurance and loan contract coverage to any one or more eater 
disaster perils other than floods, against which insurance protection is 
not generally or practically available in all geographical locations from 
other public or private sources. The Administrator is directed to 
continue these studies for the period during which such insurance 
protection is not available. 


SecTion-By-SrecTion ANALyYsIS OF THE Bit, as Rueporrep 


SHORT TITLE 


The first section gives the bill the short title ‘Federal Flood Insur- 
ance Act of 1956”. 
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FINDINGS AND DECLARATION OF PURPOSE 


Section 2 states that flood insurance against property damage is 
not generally available from public and private sources. The section 
also presents the need for the following programs: (1) Direct Federal 
flood insurance, (2) Federal reinsurance of flood-insurance policies 
issued by other insurers, (3) Federal contracts providing for federally 
guaranteed loans and direct Federal loans in case of future flood losses, 
and (4) combinations of flood insurance and flood loans. In addition, 
section 2 presents the need for a Federal study and report with respect 
to Federal insurance and reinsurance against other natural disasters. 


ADMINISTRATION 


Section 3 authorizes the Housing and Home Finance Administrator, 
in whom all functions under the bill are vested, to appoint a Commis- 
sioner to assist him in carrying out the provisions of the bill. The 
Government Corporation Control Act is made applicable to the 
functions vested by the bill in the Administrator to the same extent 
as such act is applicable to wholly owned Government corporations. 
Section 3 also requires the Administrator to maintain an integral set of 
accounts to be audited annually by the General Accounting Office in 
accordance with principles and procedures applicable to commercial 
transactions as provided by the Government Corporation Control 
Act. However, the financial transactions of the Administrator—such 
as the issuing of insurance policies, the making of reinsurance agree- 
ments, cos making and guaranteeing of loans, and approval of 
vouchers connected therewith—is final and conclusive on all Govern- 
ment officers. 

AUTHORITY TO INSURE AND REINSURE 


Section 4 provides the basic authority for the Administrator to 
provide insurance and reinsurance _— loss resulting from damage 
to or destruction of real or personal property due to flood occurring 
within the United States, its Territories and possessions, and the 
Commonwealth of Puerto Rico. The property covered may be owned 

rivately or by a State or local government and agencies thereof. 
he Administrator is authorized to prescribe the terms and conditions 
of coverage (including coinsurance requirements). 


LOAN CONTRACTS 


Section 5 provides for additional form of protection against flood 
loss by means of a program of federally guaranteed and Federal direct 
loan contracts designed to provide a line of credit to finance any 
subsequent flood losses of parties covered thereby. 

Section 5 (a) authorizes the Administrator to enter into contracts 
with individuals, corporations, and other parties under which the 
Administrator will agree to guarantee any public or private financing 
institution against loss of principal of and interest on any loan which 
such institution may make to any rhs covered by any such contract 
to finance his subsequent loss resulting from damage to or destruction 


of his real and personal property due to flood occurring within the 
United States, its Territories, and possessions, and the Common- 
wealth of Puerto Rico. The contract also will provide that, to the 
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extent that such loan is not available from any such institution on 
reasonable terms, the Administrator will make a direct Federal loan 
to such party. The amount of such direct loan will be provided for 
in the loan contract entered into by such party with the Administrator 
but such amount cannot exceed the difference between the amount of 
the flood loss and the amount of the loan reasonably available from 
the financing institution. 

Moreover, the amount of any federally guaranteed loan and of any 
Federal direct loan cannot exceed the amount of the flood loss less 
the deductible amount of $500 which is imposed by section 5(f) with 
respect to all such loans. Section 5(a) authorizes the Administrator 
to make this contract protection available to any “‘persoa,’’ as defined 
in sectioa 22(b), except State and local governments and agencies 
thereof. The Administrator may prescribe by regulation the contract 
terms and conditions and the monetary consideratioa to be paid by the 
person covered by the contract. This monetary consideration is to 
be in the lowest practicable amount, as the Administrator may deter- 
mine in the light of the provisions and purposes of the bill. 

Section 5(b) authorizes the Administrator to determine and fix 
the interest rate on each Federally guaranteed loan and each Federal 
direct loan at the rate prevailing in the area where the money loaned 
is to be used. However, such rate is not to exceed 4 percent a year 
on the unpaid principal balance of the loan. 

Section 5 (c) authorizes the Administrator to designate Federal 
Reserve banks to act for him as fiscal agents of the United States 
in guaranteeing loans and in taking other action in connection with 
such guaranties Funds necessary to enable each such bank to carry 
out any guaranty are to be supplied and disbursed from the disaster 
loan fund by or under authority of the Administrator. Each bank will 
be responsible and accountable only as agent in taking action in con- 
nection with guaranties. The Administrator is required to reimburse 
each bank from appropriated Federal funds for its expenses incurred 
in acting for him as agent. These expenses may include attorneys’ 
fees and litigation costs. 

Section 5 (d) provides that the actions and operations of the Federal 
Reserve banks under section 5 (c) shall be subject to the supervision 
of the Administrator and his regulations. Section 5 (d) also authorizes 
the Administrator to prescribe the duration of and incidental charges 
for loans guaranteed under section 5 (c) and to prescribe regulations 
covering the forms and procedures to be used in connection with these 
guaranties. 

Section 5 (e) provides that, to the maximum extent practicable, 
any Federal direct or federally guaranteed loan shall be made on a 
long-term basis in accordance with regulations prescribed by the 
Administrator if requested by the person obtaining the loan. 

Section 5 (f) establishes a deductibility feature with respect to fed- 
erally guaranteed and Federal direct loans by providing that such 
loans shall be made only with respect to amounts exceeding the first 
$500 of the amount of the flood loss. 

Section 5 (g) places a limit on the potential Federal liability under 
all loan contracts outstanding under authority of section 5 by provid- 
ing that the face amount of all such contracts outstanding at any one 
time shall not exceed $2 billion. This amount may be increased by 
the Administrator by not to exceed $500 million ia any 1 fiscal year, 
if the President grants his advance approval of any such action. 
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Section 5 (h) makes other pertinent provisions of the bill applicable 
to the loan-contract program provided by section 5. 


COMBINATION OF INSURANCE AND LOANS 


Section 6 authorizes the Administrator to establish a program com- 
bining insurance and loan contracts in order to provide the broadest 
practicable protection against flood loss. 


ESTIMATED RATES AND FEES 


Section 7 (a) sets forth the method of computing the fee to be paid 
by the insured for the insurance protection authorized by the bill. 
The Administrator is required to compute a schedule of estimated 
rates for Federal insurance which, if collected, would be sufficient to 
produce sufficient proceeds to pay all claims for probable flood losses 
over a reasonable period of years. The estimated rates do not include 
any amount for profit or for administrative expenses of the program; 
but must be based on the consideration of the risks involved and 
must be based on the consideration of the risks involved and must be 
uniform for similar risks within a given property classification. These 
estimated rates are to be used as a basis for determining the fees to be 
paid by insured parties. However, section 7 (a) does not require the 
Administrator to collect the full amount of these estimated rates from 
the insured. He may establish a lower schedule of fees to be paid by 
the insured. This lower schedule of fees is to represent a reasonable 
cost for protection and is to be designed to achieve marketability of 
the policies. The fees are to be uniform for similar risks within a 
given classification of property. No fee may be fixed at less than 60 
percent of the estimated rate, except that further reduced fees may be 
established for insurance on any classification of owner-occupied dwell- 
ing units if the Administrator determines that the owners of such 
dwelling units as a class otherwise could not afford to pay the fees 
chargeable for such insurance. The Administrator may classify fees 
according to property use, the degree of availability of insurance from 
private sources, and the ability of the prospective insured to self- 
insure or reinsure. The Administrator is required to pay into the 
disaster insurance fund, from time to time, an amount equal to the 
difference between the fees charged and the estimated rates. Pay- 
— this amount represents, in effect, a Government insurance 
subsidy. 

Section 7 (b) authorizes the Administrator to negotiate fees for 
reinsurance offered under the bill. These reinsurance fees are to be 
sufficient over a reasonable period of years to pay all claims for losses 
under reinsurance agreements. These fees do not include any amount 
for administrative expenses and need not include any amount for 
profit. However, no express subsidy provision similar to that provided 
in section 7 (a) is contained in section 7 (b). 


PROPERTY AND LOSS LIMITS 


Section 8 authorizes the Administrator to provide for the deter- 
mination of the types and location of property which may be covered 
by insurance and reinsurance, the nature and limits of loss or damage 
in any area and subdivisions thereof, and other necessary matters. 
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The authority contained in section 8 is also mee apt applicable, 
by reason of section 5 (h), with respect to federally guaranteed and 
direct Federal loans under the loan-contract program, to the same 
extent as if the provisions of section 8 contained direct reference to 
such loans and loan program. 


RISK CLASSIFICATION 


Section 9 authorizes the Administrator to issue appropriate regula- 
tions relating to the classification, limitation, and rejection of risks 
assumed by him under authority of the bill. The authority to issue 
pe sia regulations contained in this section includes, by reason 
of section 5 (h), the authority to issue regulations with respect to the 
classification, limitation, and rejection of risks under the loan-contract 
program. 

POLICY AND PROGRAM LIMITS 


Section 10 (a) limits to $250,000 the face amount of insurance out- 
standing at any one time with respect to any person but provides 
that the face amount of such insurance outstanding at any one time 
on any dwelling unit, including structures and personal property con- 
nected therewith, shall not exceed $10,000. By reason of section 
5 (h), such limitations of $250,000 and $10,000 are also applicable, 
with respect to outstanding face amounts of loan contracts under 
section 5 to the same extent as if section 10 (a) contained direct 
reference to such loan contract program. These limitations are to 
be applied separately to the insurance and loan-contract programs. 

Section 10 (b) authorizes the Administrator to issue appropriate 
regulations with respect to insurance coverage available to joint 
owners and subsidiary and affiliated corporations. Section 5 (h) 
authorizes the Administrator to issue similar regulations under the 
loan-contract program. 

Section 10 (c) requires a loss deductible clause in each insurance 
Foot issued by the Administrator providing that the insured must 

ear, as a minimum, the burden of the first $100 of any approved 
claim plus 5 percent of the remainder of the claim. A larger amount 
or percentage may be specified by the Administrator when the policy 
is issued, in the light of the class of risk involved. 

Section 10 (d) places a limit, comparable to the limit provided by 
section 5 (g) with respect to loan contracts, on the potential Federal 
liability under insurance policies and reinsurance agreements under 
the bill. Section 10 (d) provides that the face amount of insurance 
policies and reinsurance agreements outstanding at any one time under 
the bill shall not exceed $3 billion. This limit may be increased with 
the advance approval of the President by additional amounts not to 
exceed $2 billion in the aggregate. However, the limit in effect under 
this section is reduced by the aggregate amount of claims proved and 
approved under insurance policies reinsurance agreements issued 
under the bill. Fees collected are added to such limit. Section 
10 (d) expressly provides that, for the purpose of applying the limit, 
the face amount of an insurance policy or reinsurance agreement shall 
be deemed to be the original amount minus claims proved and 
approved thereunder. 
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REINSURANCE REGULATORY AUTHORITY 


Section 11 relates to reinsurance. 

Subsection (a) authorizes the Administrator to issue appropriate 
oe pertaining to reinsurance. 

ubsection (b) provides that the premium rate and the terms and 
conditions of any policy reinsured under the bill shall be subject to 
the approval of the Administrator. 

Su tion (c) authorizes the Administrator to encourage private 
insurance companies to issue flood-insurance policies covering that 
portion of the loss in excess of the limits authorized under Federal 
Government insurance policies by section 10 (a) of the bill. 

Subsection (d) permits the Administrator to encourage the issuance 
of flood-insurance policies by private insurance companies by offering 
a suitable Government reinsurance program. 


NONDUPLICATION OF AVAILABLE INSURANCE 


Section 12 places limitations on the issuance of flood insurance and 
reinsurance and the making of loan contracts. 

Subsection (a) specifically prohibits the issuing of insurance, rein- 
surance, and loan contracts covering risks against which insurance is 
reasonably available from other public and private sources. 

Subsection (b) prohibits the issuance of insurance and reinsurance 
on any property declared by an appropriate public body to be in 
violation of State or local flood-zoning laws. 

Subsection (c) provides that, after June 30, 1958, no insurance or 
reinsurance can be issued under the bill in any geographical location 
unless the appropriate public body shall have in force such flood-zoning 
restrictions as are deemed necessary by the Administrator to reduce 
flood damage, within practicable limits, in such location. 

Subsections (b) and (c) also are made applicable, by reason of 
section 5 (h), with respect to the making of loan contracts. 


USE OF OTHER PUBLIC AND PRIVATE FACILITIES 


Section 13 (a) requires the Administrator, in carrying out the pro- 
grams authorized by the bill, to use the facilities and services, to the 
maximum extent practicable, of private organizations and persons 
authorized to engage in the insurance business. The Administrator 
is permitted also to pay reasonable compensation for such use of 
facilities and services. 

Section 13 (b) permits the Administrator to use the services of other 
public agencies, and pay reasonable compensation for such services, 
in carrying out the programs authorized by the bill. 

Section 13 (c) permits the Administrator to supply, receive from, 
and exchange with other public agencies and private insurance 
organizations pertinent information in connection with the programs 
authorized by the bill. 

Section 13 (d) authorizes the Administrator to consult with other 
Federal, State, and local public agencies to coordinate the programs 
authorized by the bill with flood-control and flood-zoning programs. 
Federal agencies controlling flood-control works are required to 
cooperate with the Administrator. Section 13 (d) further requires 
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the Secretary of Agriculture and the Administrator to coordinate their 
respective programs as such programs apply to farm commodities, 

By reason of section 5 (h), the provisions of section 13 apply to 
loan contracts under section 5 to the same extent as if section 13 made 
direct reference thereto. 


CLAIMS PAYMENT AND JUDICIAL REVIEW 


Section 14 (a) directs the Administrator to arrange for prompt 
adjustment and payment of valid claims for losses covered by insur- 
ance and reinsurance, and for the amounts of his loan obligations, 
under the bill. 

Section 14 (b) grants a dissatisfied claimant recourse to the United 
States district courts (including the district court for the District of 
Ajaska, the district court for the Virgin Islands, and the District 
Court of Guam). Such claimant may begin suit against the Admin- 
istrator, within 1 year after the date of his receipt of written notice 
of disallowance (in whole or in part) of a claim, in the United States 
district court in which a major part (in terms of value) of the covered 
property is located. 

The provisions of section 5 (h) make the provisions of section 14 
applicable with respect to the loan-contract program. 


FUNDS AND TREASURY BORROWINGS 


Section 15 (a) authorizes the Administrator to establish a disaster 
insurance fund, a disaster reinsurance fund, and a disaster loan fund. 

Section 15 (b) provides that deposits of amounts collected by the 
Administrator be made into these funds as follows: insurance fees into 
the disaster insurance fund, reinsurance fees into the disaster rein- 
surance fund, and amounts accruing to the United States from loan 
transactions into the disaster loan fund. 

Section 15 (c) authorizes the investment and reinvestment of fund 
moneys in United States obligations and the deposit of income from 
such investment or reinvestment into the fund from which the invest- 
ment or reinvestment was made. 

Section 15 (d) requires that salvage proceeds realized by the Ad- 
ministrator in connection with insurance and reinsurance be deposited 
in the disaster insurance fund and the disaster reinsurance fund, 
respectively. 

Section 15 (e) permits the Administrator to borrow from the United 
States up to $500 million outstanding at any one time (or more if 
approved by the President). Funds borrowed are to be deposited in 
the disaster insurance fund, the disaster reinsurance fund, and the 
disaster loan fund in proportions deemed advisable by the Adminis- 
trator. 

Section 15 (f) permits the use of the moneys in the respective funds 
to pay pete 9 claims for losses in connection with insurance and 


reinsurance, amounts of direct loans and amounts in payment of 
guaranties, and amounts of nonadministrative expenses, and to repay 
(with interest) amounts borrowed from the United States. 

Section 15 (g) requires that all administrative expenses of the 
Federal Government under the insurance, reinsurance, and loan- 
contract programs provided for by the bill be paid out of appropria- 
tions made by Congress for that purpose. ‘Adm 


nistrative expenses 
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will include amounts paid to private insurance agents and others who 
perform services under contract in connection with the insurance, 
reinsurance, and loan-contract programs. A specific provision is 
contained in section 5 (c) with respect to reimbursement, out of 
appropriated funds, of expenses of Federal Reserve banks serving as 
fiscal agents of the United States under the loan-contract program, 


ADVISORY COMMITTEE 


Scetion 16 requires the Administrator to appoint an advisory com- 
mittee composed of from 3 to 15 individuals familiar with insurance 
and reinsurance problems. The committee will advise the Adminis- 
trator with respect to formulation of policies and execution of functions 
under the insurance and reinsurance programs. Section 16 does not 
apply with respect to the loan-contract program. 


STUDIES 


Section 17 (a) directs the Administrator to undertake a continuing 
study of the feasibility of extending insurance coverage to types of 
natural disasters other than floods if and while public or private in- 
surance is not generally and practically available against such perils 
in all geographical locations to which the bill applies. Section 5 (h) 
has the effect of requiring that this study also cover the feasibility of 
extending the coverage of the loan-contract program to the same 
extent. 

Section 17 (b) requires a study of private insurance company partici- 
pation in order to encourage flood-insurance coverage by private 
insurers with the aid of Federal reinsurance. 

Section 17 (c) requires a study of the feasibility of having private 
insurance companies take over the insurance programs authorized by 
the bill, either with or without Federal aid. 

Sections 17 (b) and (c) do not apply with respect to the loan-contract 
program, 

ADDITIONAL FUNCTIONS 


Section 18 grants the Administrator powers necessary to permit 
him to carry out his functions under the bill. These powers, similar 
to those usually possessed by Government corporations, include 
powers to sue and be sued, make contracts, acquire property, hire 
employees in accordance with the Classification Act of 1949, conduct 
researches and surveys, issue rules and regulations, and exercise other 
powers to carry out the purposes of the bill. 


RESERVATION OF RIGHTS IN REAL ESTATE ACQUIRED 


Section 19 provides that the acquisition of real sroperty by the 
Administrator pursuant to any provision of the bill shall not deprive 


any State or political subdivision of its civil or criminal jurisdiction 
over such property. Section 19 further provides that such acquisition 
shall not impair the civil rights under State or local law of the inhabi- 
tants on such property. 
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TAXATION 


Section 20 provides that the provisions of the bill shall not be con- 
strued to exempt real property from ad valorem local taxation merely 
because the property is acquired by the Administrator in connection 
with any claims payment under the bill. 


ANNUAL REPORT 


Section 21 requires that the annual report of the Administrator 
shall cover comprehensively the operation of the insurance, reinsur- 
ance, and loan-contract programs and the status and result of the 
studies authorized under section 17. The section also requires that 
the report shall contain such recommendations for legislative changes 
as the Administrator deems desirable to improve the operation of the 
insurance, reinsurance, and loan-contract programs. The Adminis- 
trator shall set forth in the annual report for the calendar year 1961 
his opinion and findings as to the advisability of withdrawing Federel 
financial aid for insurance policies to be issued after June 30, 1962. 
If his opinion is that withdrawal of such financial aid is advisable, 
such opinion is to be accompanied by recommendations for necessary 
legislation. 

DEFINITIONS 


Section 22 provides definitions of terms which are applicable when 
used in connection with the provisions and programs of the bill. 

Section 22 (a) defines ‘‘flood”’ to include any flood, tidal wave, wave 
wash, or other abnormally high water, deluge, or the water component 
of any hurricane or other severe storm, surface landslide due to excess 
moisture, and such other meaning as the Administrator may prescribe 
by regulation. The definition includes only “surface” landslide due 
to excess moisture and does not include landlside due to subsidence or 
settling of land following mining and other subterranean operations. 
However, this definition of ‘“‘flood’”’ includes the concentration, over- 
flow, or backing up, in cities, towns, and other places served by sub- 
terranean sewers, drains, and conduits, of large quantities of water 
which originate from or are caused by a flood, as above defined, and 
which are beyond the capacity of such sewers, drains, and conduits. 

Section 22 (b) defines “person” to mean an individual or group of 
individuals, corporation, partnership, association, or any other or- 
ganized group of persons, including State and local governments and 
agencies thereof. 

Section 22 (c) defines “United States,’ whenever the term is used 
in a geographic sense, to mean all the States, the District of Columbia, 
re Territories, the possessions, and the Commonwealth of Puerto 

ico. 

Section 22 (d) defines “State” to include each State, the District of 
Columbia, the Territories, the possessions, and the Commonwealth of 
Puerto Rico. 

Section 22 (e) defines Administrator” to mean the Housing and 
Home Finance Administrator. 
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SEPARABILITY PROVISION 


Section 23 provides a separability provision intended to protect 
the — bill from invalidity in the event that part of the bill is held 
invalid. 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as pessed 
by the Senate, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 101 oF THE GoveRNMENT CorporaTION Conrrot ACT, AS 
AMENDED 


TITLE I—-WHOLLY OWNED GOVERNMENT 
CORPORATIONS 


Sec. 101. As used in this Act the term “wholly owned Government 
corporation” means the Commodity Credit Corporation; Federal 
Intermediate Credit Banks; Production Credit Corporations; 
Regional Agricultural Credit Corporations; Farmers Home Corpo- 
ration; Federal Crop Insurance Corporation; Federal Farm Mortgage 
Corporation; Federal Surplus Commodities Corporation; Reconstruc- 
tion Finance Corporation; Defense Plant Corporation; Defense 
Supplies Corporation; Metals Reserve Company; Rubber Reserve 
Company; War Damage Corporation; Federal National Mortgage 
Association; the RFC Mortgage Company; Disaster Loan Corpora- 
tion; Inland Waterways Corporation; Warrier River Terminal 
Company; Virgin Islands Corporation; Federal Prison Industries, 
Incorporated; United States Spruce Production Corporation; Insti- 
tute of Inter-American Affairs; Institute of Inter-American Trans- 

ortation; Inter-American Educational Foundation, Incorporated; 
nter-American Navigation Corporation; Prencinradio, Incorporated; 
Cargoes, Incorporated; Export-Import Bank of Washington; 
Petroleum Reserves Corporation; Rubber Development Corporation; 
U. S. Commercial Company; Smaller War Plants Corporation; Fed- 
eral Public Housing Authority (or United States Housing Authority) 
and including public housing projects financed from appropriated 
funds and operations thereof; Defense Homes Corporation; Federal 
Savings and Loan Insurance Corporation; Home Owners’ Loan 
Corporation; United States Housing Corporation; Federal Housing 
Administration; Federal Flood Insurance Administration; Saint 
Lawrence Seaway Development Corporation; Panama Canal Com- 
pany; Tennessee Valley Authority; and Tennessee Valley Associated 
Cooperatives, Incorporated. 















































84TH CONGRESS } HOUSE OF REPRESENTATIVES { REpPortT 
2d Session No. 2747 





INTERCHANGE OF MILITARY AND FOREST LANDS 





Jury 17, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo.ry, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany S. 2572] 


The Committee on Agriculture, to whom was referred the bill 
(S. 2572) to authorize the interchange of lands between the Depart- 
ment of Agriculture and military departments of the Department of 
Defense, and for other purposes, having considered the same, report 
os thereon without amendment and recommend that the bill 
ao pass. 

The purpose of this bill is to authorize the interchange between 
the Secretary of Agriculture and the military departments of lands 
which are situated within or adjacent to national forests, for the 
purpose of facilitating the management and use of the lands. 
Hearings were held by this committee on H. R. 11895 by Mr. 
Teague, of California, which is identical to the bill (S. 2572) reported 
herewith. Both bills were introduced as the result of a request from 
the Department of Agriculture, concurred in by the Bureau of the 
Budget, for such legislation. 


Following is the text of the Senate report: 


The Committee on Agriculture and Forestry to whom 
was referred the bill (S. 2572) to authorize the interchange 
of lands between the Department of Agriculture and military 
departments of the Department of Defense, and for other 
purposes, having considered the same, report thereon with 
a recommendation that it do pass without amendment. 

This bill, which was requested by the Department of Agri- 
culture, authorizes the interchange of national forest lands 
—_ military department lands within or adjacent to national 
orests. 
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DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 13, 1955. 
THE PRESIDENT OF THE SENATE, 
United States Senate. 

Dear Mr. Prestpent: Enclosed herewith for the con- 
sideration of the Congress is a suggested draft of a bill to 
authorize the interchange of lands between the Department 
of Agriculture and military departments of the Department 
of Defense, and for other purposes. 

The proposed bill would authorize the Secretary of Agri- 
culture and the Secretary of a military department of the 
Department of Defense, when mutually eed upon and 
when in the public interest, to exchange lands or interests in 
lands under the administration of their respective depart- 
ments. Lands received in exchange by the Secretary of Agri- 
culture would become national forest lands, subject to the 
laws applicable to lands acquired under the act of March 1, 
1911 (36 Stat. 961), as amended. Lands received in exchange 
by a military department would thereafter be subject only 
to the laws applicable to other lands within the se a in- 
stallation or other public works project for which the lands 
are required. 

At present, authority for the interchange of lands be- 
tween these Departments is entirely inadequate. The 
Department of Defense in its flood control, reservoir con- 
struction, and military activities sometimes administers 
land partly or wholly within national forest boundaries and 
often intermingled with land of national-forest status. 
Occasionally such land is no longer needed by the Defense 
Department and it may be administered more efficiently 
and economically by transfer to national-forest status and 
Department of Agriculture administration. On the other 
hand, the Department of Agriculture in its national forests 
sometimes controls land which is more valuable for national 
defense activities. 

Authority to exchange or transfer federally owned land 
administered by these two Departments will provide im- 
proved service to the public through facilitating increased 
efficiency of administration and protection, and eliminating 
or decreasing undesirable duplication and intermingling of 
jurisdiction. Three cases, illustrating where the proposed 
authority is needed, are now pending and may be set forth 
in brief as follows: 

1. Clark Hill Reservoir project within the Sumter Na- 
tional Forest, S. C. Transfer to Defense 1,758 acres of 
national forest land flooded by a newly created Army reser- 
voir. Transfer to Agriculture 2,039 acres of land, which is 
intermingled with national forest land, most valuable for 
national forest purposes and which can be administered more 
economically by the Department of Agriculture. 
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2. Hunter-Liggett Military Reservation, Los Padres Na- 
tional Forest, Calif. Transfer to the Army 39,000 acres of 
national-forest land needed by the Army for military pur- 

as part of the Hunter-Liggett Military Reservation. 

ransfer to Agriculture about 30,000 acres of Hunter- 

Liggett land within or adjacent to the Los Padres National 
Forest and most valuable for national-forest purposes. 

3. Blakely Mountain Reservoir, within the Ouachita Na- 
tional Forest, Ark. Lands acquired by the Department of 
Defense and the Department of Agriculture within this area 
are now badly intermingled. A boundary line around the 
reservoir satisfactory to both Departments has been dis- 
cussed and could be agreed upon. On one side of this line 
all national-forest land would be transferred to Defense for 
use by the Army in connection with its reservoir operation. 
On the other side, all Defense Department land would be 
transferred to national-forest status and administered by 
Agriculture. 

The draft bill would provide authorization only and its 
application would be dependent on concurrence by the Secre- 
taries of Agriculture and of the military department con- 
cerned. Activation of the legislation would not increase the 
federally owned acreage, but would merely transfer jurisdic- 
tion between Federal departments when such action would 
provide increased economy and efficiency of administration. 

The proposed legislation has been discussed with the De- 
angers: of Defense and it is believed would be supported 

y that Department. 

The Bureau of the Budget advises that there is no objec- 
tion to the submission of the proposed legislation to the 
Congress for its consideration. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


O 
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UNITED STATES GRAIN STANDARDS—PENALTIES 





Jury 17, 1956.— Referred to the House Calendar and ordered to be printed 





Mr. Cooury, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany 8S. 1400] 


The Committee on Agriculture, to whom was referred the bill 
(S. 1400) to protect the integrity of grade certificates under the 
United States Grain Standards Act, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this bill is to make samplers and shippers, as well as 
inspectors, liable for complicity in the issuance of a false or incorrect 
grade certificate with respect to grain shipped in interstate or foreign 
commerce. The penalty provision of the law has applied for many 
years to inspectors. ‘This bill will extend that provision to samplers 
and shippers. At hearings on the bill, spokesmen for the Depart- 
ment of Agriculture and the Grain and Feed Dealers National Asso- 
ciation appeared in favor of the bill. There were no witnesses in 
opposition. 

Following is the text of the Senate report on the bill: 


The Committee on Agriculture and Forestry, to whom 
was referred the bill (S. 1400) to protect the integrity of 
grade certificates under the United States Grain Standards 
Act, having considered the same, report thereon with a 
recommendation that it do pass with an amendment. 

This bill is designed to protect the integrity of grade 
certificates under the United States Grain Standards Act 
by making it a crime, punishable by fine or imprisonment, 
for— 

(1) Any sampler to take samples improperly for 
inspection under the United States Grain Standards 
Act; 

(2) Any sampler to accept a bribe for improper per- 
formance of his duty; 
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(3) Any person to attempt to influence any sampler 
improperly; 

(4) Any person to load, handle, or sample grain in a 
manner designed to cause the issuance of a false grade 
certificate under that act; 

(5) Any person to submit for inspection under that 
act any grain so loaded, handled, or sampled; and 

(6) Any person to do any other act to cause the issu- 
ance of a false grade certificate. 

In the summer of 1953 a subcommittee of this committee 
conducted hearings at Galveston at which an elevator opera- 
tor testified that he ran sample grade wheat into the ship 
every time the sampler’s back was turned, and that “slug- 
ging’ of ships and “‘plugging”’ of cars was a common prac- 
tice. While your committee does not believe this practice 
to be so widespread, it does believe that penalties should be 

rovided for this type of action, and that every effort should 
o made to preserve the integrity of United States grade cer- 
tificates. By assuring foreign purchasers and others that 
they can rely on United States grade certificates, the bill will 
contribute to the improvement of both our domestic and ex- 
port markets. 

The bill and the committee amendment are further ex- 
plained in the attached report from the Department of 
Agriculture. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 18, 1956. 
Hon. Aten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Drar SENATOR ELLENDER: This is in reply to your letter 
of March 11 requesting a report on S. 1400, a bill to protect 
the integrity of grade certificates under the United States 
Grain Standards Act. The bil would amend section 9 of 
the act to provide penalties for persons who knowingly sample 
grain improperly and for persons who knowingly or willfully 
cause or attempt to cause the issuance of a false grade certifi- 
cate under the act by deceptive loading, handling, or sampling 
of grain, or any other means. 

The Department favors enactment of S. 1400. However, 
in view of the fact that the present Grain Standards Act 
refers to incorrect certification as well as to false certificates 
(7 U.S. C. 77, 80), it is recommended that the words “or 
incorrect”’ be inserted after the word “false” in line 11 on 
page | and in line 6 on page 2 ef the bill, for consistency with 
the present provisions of the act. 

It is estimated that the additional functions required by 
the bill will increase the annual cost of administering the 
act by approximately $43,500. 

Although provisions of the bill appear to be difficult to 
enforce adequately, we believe that enactment of the bill will 
strengthen the requirements of the act in such a manner that 
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it will tend to prevent or correct abuses that now occur. It 
will aid in preventing to a much greater degree than is now 
possible the “plugging” or the covering and concealing of 
inferior grain underneath higher quality grain in such a man- 
ner that it is not disclosed by probing or otherwise sampling 
in the prescribed manner. It will also provide more control 
over the persons who sample grain for official inspection 
purposes. 

he Bureau of the Budget advises that, from the stand- 
point of the program of the President, there is no objection 
to the submission of this report. 

Sincerely yours, 
True D. Morss, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


Unirep Sratres Grain STanpDARDsS Act, as AMENDED 
+ * . . * * * 


Src. 9. Any person who shall knowingly violate any of the pro- 
visions of sections 4 or 7 of this Act, or any inspector licensed under 
this Act, or any person sampling grain for inspection under this Act, 
who shall knowingly So ap or grade] inspect, grade, or sample 
improperly any grain which has been shipped or delivered for ship- 
ment in interstate or foreign commerce, or shall knowingly give any 
false or incorrect certificate of grade, or shall accept money or other 
consideration, directly or indirectly, for any neglect or improper 
performance of duty, and any person who shall improperly influence 
or attempt to improperly influence any such inspector or sampler 
in the performance of his duty, or shall knowingly or willfully cause, 
or attempt to cause, the issuance of a false or incorrect certificate of grade 
under this Act by deceptive loading, handling, or sampling of grain, or 
by submitting grain for inspection knowing that it has been so loaded, 
handled, or sampled, or by any other means, shall be guilty of a mis- 
demeanor, and upon conviction thereof shall be fined not more than 
$1,000, or be imprisoned not more than one year, or both. 


O 
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EXEMPTION OF CERTAIN TRAVEL FROM TAX ON 
TRANSPORTATION OF PERSONS 





Jury 17, 1956.--Ordered to be printed 





Mr. Cooper, from the committee of conference, 
submitted the following 


CONFERENCE REPORT 


(To accompany H. R. 5265) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 5265) to 
exempt certain additional foreign travel from the tax on the trans- 
portation of persons, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: ‘ 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That subsections (a) and (6) of section 4261 
of the Internal Revenue Code of 1954 (relating to the tax on transportation 
of persons) are amended to read as follows: 

“(a) Amounts Paip Wiryuin rHe Uwnitrepv Srares.—There is 
hereby imposed upon the amount paid within the United States for taxable 
transportation (as defined in section 4262) of any person by rail, motor 
vehicle, water, or air a tax equal to 10 percent of the amount so paid. 

(6) Amounts Parp Ovursipe THE Uwnirep Srares.—There is 
hereby imposed upon the amount paid without the United States for 
tazable transportation (as defined in section 4262) of any person by rail, 
motor vehicle, water, or air, but only tf such transportation begins and 
ends in the United States, a tax e to 10 percent of the amount so paid.” 

Sec. 2. Section 4262 of the Internal Revenue Code of 1954 (relating 
to exemptions from tax on transportation of persons) is amended by 
striking out subsection (a) and redesignating subsections (b), (ce), 
(d), (e), and (f) as subsections (a), (6), (c), (d), and (e), respectively. 
Such section, as so amended, is renumbered as section 4263. Section 
6421 (d) (2) of such Code i relating to definition of ‘tax-exempt passenger 
fare revenue”’) is amended by striking out “4262 (b)” and inserting in 
lieu thereof “4263 (a)”. 
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2 EXEMPTION OF CERTAIN FOREIGN TRAVEL FROM TAX 


Sec. 8. Part I of subchapter C of chapter 38 of the Internal Revenue 
Code of 1954 is amended by inserting after section 4261 the following new 
section: 


“SEC. 4262. DEFINITION OF TAXABLE TRANSPORTATION. 

“(a) Taxapitr Transportation; In Generat.—For co of 
this part, except as provided in subsection (b), the term ‘taxable transpor- 
tation’ means— 

(1) transportation which begins in the United States or in the 
-~ -mile zone and ends in the United States or in the 226-mile zone; 
an 

“(2) in the case of transportation other than transportation 
described in paragraph (1), that portion of such transportation 
which is directly or indirectly from one port or station in the United 
States to another port or station in the United States. 

**(b) Excxtusion or Certain Travet.—For purposes of this part, 
the term ‘taxable transportation’ does not include that portion of any 
transportation which meets all 4 of the following requirements: 

“(1) such portion is outside the United States; 

““(2) neither such portion nor any segment thereof is directly or 
indirectly— 

“*(A) between (i) a point where the route of the transportation 
leaves or enters the continental United States, or (ii) a port or 
station in the 225-mile zone, and 

““(B) a port or station in the 225-mile zone; 

**(3) such portion— 

(A) begins at either (i) the point where the route of the 
transportation leaves the United States, or (ii) a port or station 
in the 225-mile zone, and 

““(B) ends at either (i) the point where the route of the trans- 
portation enters the United States, or (ii) a port or station in 
the 225-mile zone; and 

(4) a direct line from the point (or the port or station) specified 
in paragraph (8) (A), to the point (or the port or station) specified 
in paragraph (3) (B), passes through or over a point which is not 
within 225 miles of the United States. 

“‘(e) Derinirions.—For purposes of this section— 

(1) ConrinentaL Uwirep Srares.—The term ‘continental 
United States’ means the existing 48 States and the District of 
Columbia. 

(2) 225-mrte zonr.—The term ‘225-mile zone’ means that por- 
tion of Canada and Mexico which is not more than 225 miles from 
the nearest point in the continental United States.” 

Src. 4. (a) Part I of subchapter C of chapter 33 of the Internal Revenue 
Code of 1954 is amended by adding at the end thereof the following new 
section: 

“SEC. 4264. SPECIAL RULES. 


“(a) Payments Mave Ovursipe tak Unirep Srares ror Pre- 
patp Orvers.—If the payment upon which tar is imposed by section 
4261 is made outside the United States for a prepaid order, exchange order, 
or similar order, the person furnishing the initial transportation pursuant 
to such order shall collect the amount of the taz. 

“(b) Tax Denucrep Upon Rerunps.—Every person who refunds 
any amount with respect to a ticket or order which was purchased without 
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payment of the tax imposed by section 4261, shall deduct from the amount 
refundable, to the extent available, any tax due under such section as a 
result of the use of a portion of the transportation purchased in connection 
with such ticket or order, and shall report to the Secretary or his delegate 
the amount of any such tax remaining uncollected. 

‘(c) Payment or Tax.—Where any tar imposed by sect*on 4261 is 
not paid at the time payment for transportation is made, then, under 
regulations prescribed by the Secretary or his delegate, to the extent that 
such tax is not collected under any other provision of this subchapter— 

“(1) such tax shall be paid by the person paying for the transporta- 
tion or by the person using the transportation: 

(2) such tax shall be paid within such time as the Secretary or 
his delegate shall prescribe by regulations after whichever of the 
following first occurs: 

“(A) the rights to the transportation expire; or 
“(B) the time when the transportation becomes subiect to 
tar; and 

(3) payment of such tax shall be made to the person to whom the 
payment for transportation was made or to the Secretary or his 
delegate. 

“(d) AppiicaTion or Tax.—The tar imposed by section 4261 shall 
apply to any amount paid within the United States for transportation of 
any person unless the taxpayer establishes, pursuant to regulations pre- 
scribed by the Secretary or his delegate, at the time of payment for the 
transportation, that the transportation is not transportation in respect of 
which tax is imposed by section 4261. 

“(e) Rounp Trips.—In applying this part to a round trip, such 
round trip shall be considered to consist of transportation from the point 
of departure to the destination, and of separate transportation thereafter. 

““(f) Transportation Ovrsipe THE Norruern Portion OF THE 
Wesrren Hemispuere.—In applying this part to transportation any 

of which is outside the northern portion of the Western Hemisphere— 

(1) If the route of such transportation leaves and reenters the 
northern portion of the Western Teaiephon, such transportation 
shall be considered to consist of transportation to a point outside such 
northern portion, and of separate transportation thereafter. 

(2) If such transportation is transportation by water on a vessel 
which makes one or more intermediate stops at ports within the 
United States on a voyage which begins or ends in the United States 
and ends or begins outside the northern portion of the Western Hemi- 
sphere, a stop at an intermediate port within the United States at 
which such vessel is not authorized both to discharge and to take on 

sengers shall not be considered to be a stop at a port within the 
nited Staies. 
For purposes of this subsection, the term ‘northern portion of the Western 
Hemisphere’ means the area lying west of the 30th meridian west of 
Greenwich, east of the International Date Line, and north of the equator, 
but not including any country of South America.” 

(6) Section 4261 (d) of the Internal Revenue Code of 1954 (relating to 
payment of tax imposed on transportation of persons) is amended by 
striking out ‘‘The’’ and inserting in lieu thereof “Except as provided in 
section 4264, the’’. 

(c) The first sentence of section 4291 of the Internal Revenue Code of 
1954 (relating to cases where persons receiving payment must collect tax) 
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is amended to read as follows: “Except as provided in section 4264 (a), 
every person receiving any payment for facilities or services on which a 
tax is imposed upon the payor thereof under this chapter shall collect 
the amount of the tax from the person making such payment.” 

Sec. 5. The table of sections for part I of subchapter C of chapter 33 of 
the Internal Revenue Code of 1954 is amended by striking out 


“Sec. 4262. Exemptions.” 
and inserting in lieu thereof 


“Sec. 4262. Definition of tazable transportation. 


“Sec. 4263. Exemptions. 
“Sec. 4264. Special rules.” 


Sec. 6. The amendments made by this Act shall apply to amounts 
paid on or after the first day of the first month which begins more than 
sizty days after the date of the enactment of this Act for transportation 


commencing on or after such first day. 
And the Senate agree to the same. 


JERE Cooprr, 

W. D. Mitts, 
Nosie J. Grecory, 
Daniet A. REED, 
Tuomas A. JENKINS, 


Managers on the Part of the House. 


Harry F. Byrp, 
Rost. Kerr, 

By Harry F. Byrp, 
Gerorce A. SMATHERS, 
E. D. MI uik1n, 
Raupu E. FLANpers, 


Managers on the Part of the Senate. 














STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 5265) to exempt certain additional foreign travel 
from the tax on the transportation of persons, submit the following 
statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 
report: 

EXISTING LAW 


In general, existing law imposes a tax on amounts paid in the 
United States for the transportation of persons where the transporta- 
tion begins and ends within the northern portion of the Western 
Hemisphere. With respect to transportation of persons any part of 
which is outside the northern portion of the Western Hemisphere, 
existing law provides that so much of the transportation as constitutes 
transportation between one port or station in the United States, 
Canada (except Newfoundland), or Mexico, and another port or sta- 
tion within such area, shall be taxable. However, in the case of 
transportation by water on a ship on a voyage which begins or ends 
in the United States and ends or begins outside the northern portion 
of the Western Hemisphere, if such ship makes one or more inter- 
mediate stops at ports within the United. States, Canada, or Mexico, 
no part of the transportation is considered to be from one such port 
to another such port if the ship is not authorized both to discharge 
and to take on passengers at any such intermediate port. 

In the case of amounts paid outside the United States for the 
transportation of persons, existing law provides that the tax will 
apply only in the case of transportation which begins and ends in the 

nited States. 

THE HOUSE BILL 


Under the House bill, in the case of payments made in the United 
States the tax on the transportation of persons would, in general, 
apply only to domestic transportation. The definition of “domestic 
transportation” in the House bill included all transportation which 
begins and ends in the United States, except— 

(1) That portion of such transportation which is outside the 
United States in any case where the route of the transportation 
asses through or over a point at least 200 miles from the nearest 
oundary of the United States (determined as provided in the 
bill); and 
(2) Round-trip transportation between a point within the 
United States and a point outside the United States (except as 
specified below). 

The definition of “domestic transportation” also included trans- 
portation (payment for which is made within the United States) be- 
tween any port or station within the United States and any other port 
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or station within the United States (excluding transportation described 
in paragraph (1) above), which is part of transportation to or from 
a point outside the United States. 

The House bill provided an exemption from tax on transportation 
between United States ports where (1) the transportation is by ship 
on a voyage which begins or ends in the United States and ends or 
begins outside the United States, (2) such ship makes one or more 
intermediate stops in the United States, and (3) the ship, in stopping 
at such intermediate port, is not authorized both to discharge and to 
take on passengers. 

In the case of payments made outside the United States, the amount 
would be taxable only if the transportation begins and ends in the 
United States and only to the extent the amount would be taxable if 
the payment had been made in the United States. 


THE SENATE AMENDMENT 


The Senate amendment struck out all after the enacting clause of 
the House bill and inserted new text. Under the Senate amendment 
the tax would be imposed on— 

(1) The amount paid within the United States for “taxable 
transportation of persons.” 

(2) The amount paid without the United States for “taxable 
transportation of persons,” but only if such transportation begins 
and ends in the United States. 

Under the Senate amendment the term “taxable transportation of 
persons” was defined as transportation that begins in the United States 
or at any point in Canada or Mexico not more than 225 miles from the 
continental United States and ends in the United States or at any point 
in Canada or Mexico not more than 225 miles from the continental 
United States. Accordingly, no tax was imposed on any part of 
transportation which began or ended outside the United States and 
the 225-mile area. 

The Senate amendment excluded from the term “taxable transpor- 
tation of persons’’— 

(1) That portion of transportation to or from the Territory 
of Alaska or the Territory of Hawaii which— 

(A) is outside the United States; 

(B) is not transportation between ports or stations within 
the continental United States or that portion of Canada or 
ae within 225 miles of the continental United States; 
an 

(C) is not transportation between ports or stations within 
the Territory of Alaska or the Territory of Hawaii. 

(2) Transportation any part of which is outside the northern 
portion of the Western Hemisphere. 

The Senate amendment also added 2 new sections to the code, 1 
providing special rules relating to administrative matters, and 1 
providing an assessable penalty for failure to pay the tax on trans- 
portation of ns within the time prescribed for such payment. 

Both the House bill and the Senate amendment made necessary 
technical and clerical amendments to the code. 

Neither the House bill nor the Senate amendment changed the rate 
of the tax on transportation of persons. 
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THE CONFERENCE AGREEMENT 


Under the conference agreement, the House recedes with an amend- 
ment the text of which is a substitute for both the House bill and the 
Senate amendment. 

Section 1: The first section of the conference substitute amends 
subsections (a) and (b) of section 4261 of the Internal Revenue Code 
of 1954. Subsection (a) is amended to impose the tax upon the 
amount paid within the United States for taxable transportation (as 
defined in the new sec. 4262 of the code) of any person by rail, motor 
vehicle, water, or air. The rate of tax under existing law (10 percent) 
is not changed. 

This section also makes conforming changes in section 4261 (b) 
of the 1954 code. As so changed, the tax will be imposed upon the 
amount paid outside the United States for taxable transportation of 
any person, but only if such transportation begins and ends in the 
United States. 

Section 2: Section 2 of the conference substitute makes changes in 
section 4262 of the code (relating to exemptions from the tax on 
transportation of persons), 

Subsection (a) of section 4262 (relating to transportation any part 
of which is outside of the northern portion of the Western Hemisphere) 
is delet'd. The language of this subsection is rendered unnecessary 
by rcason of other provisions contained in the conference substitute, 
including the new section 4264 (f) of the code added by section 4 (a) 
of the conference substitute. 

Section 2 of the conference substitute also redesignates subsections 
(b), (c), (d), (e), and (f) of section 4262 as subsections (a), (b), (c), 
(d), and (e), respectively, and such section is renumbered as section 
“4263”. No substantive changes are made in the provisions which 
remain in section 4263. 

The last sentence of section 2 of the conference substitute makes a 
conforming change in a cross reference to the present section 4262 (b). 

Section 3: Section 3 of the conference substitute adds a new section 
4262 to the code defining “taxable transportation” for purposes of 
the tax on transportation of persons. 

Section 4262 (a) defines taxable transportation to mean— 

(1) transportation which begins in the United States, or in that 
portion of Canada or Mexico which is not more than 225 miles 
from the nearest point in the continental United States (defined 
in the conference substitute as the ‘‘225-mile zone’’), and. ends in 
the United States or in the 225-mile zone; and 

(2) in the case of any other transportation, that portion of such 
transportation which is directly or indirectly from one port or 
station in the United States to another port or station in the 
United States. 

Section 4262 (b) excludes from the definition of “taxable transpor- 
tation” that portion of any transportation which meets all 4 of the 
following requirements: 

(1) such portion is outside the United States; 

5 gpa such portion nor any segment thereof is directly 
or in 

(A) between (i) a point where the route of the transpor- 
tation leaves or enters the continental United States, or 
(ii) @ port or station in the 225-mile zone, and 
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(B) a port or station in the 225-mile zone; 
(3) such portion— 

(A) begins at either (i) the point where the route of the 
transportation leaves the United States, or (ii) a port or 
station in the 225-mile zone, and 

(B) ends at either (i) the point where the route of the 
transportation enters the United States, or (ii) a port or 
station in the 225-mile zone; and 

(4) a direct line from the point (or the port or station) speci- 
fied in paragraph (3) (A), to the point (or the port or station) 
specified in paragraph (3) (B), passes through or over a point 
which is not within 225 miles of the United States. 

Section 4262 (c) (1) defines the term “continental United States,” 
for purposes of section 4262, to mean the existing 48 States and the 
District of Columbia. Section 4262 (c) (2) defines the term ‘225- 
mile zone,” for purposes of section 4262, to mean that portion of Can- 
ada and Mexico which is not more than 225 miles from the nearest 
point in the continental United States. ‘ 

The term “United States” as used in the sections of the code 
amended or added by the conference substitute is defined by section 
7701 (a) (9) of the code to mean the States, the Territories of Alaska 
and Hawaii, and the District of Columbia. 

Under section 4262 (a) taxable transportation is defined as including 
the transportation that begins in the United States or the portion of 
Canada or Mexico within 225 miles of the continental United States 
(the 225-mile zone) and ends in the United States or in the 225-mile 
zone. 

Transportation that begins in the United States or in the 225-mile 
zone and ends outside such area, transportation that begins outside 
the United States or the 225-mile zone and ends inside such area, and 
transportation that begins and ends outside the United States and the 
225-mile zone are included within the term “taxable transportation” 
only to the extent that transportation is directly or indirectly from 
one port or station in the United States to another port or station in 
the United States. That is, transportation from London to New 
York, to Montreal, to Seattle, to Tokyo would be included within the 
definition of “taxable transportation” on the portion between New 
York and Seattle. If payment was made in the United States, the 
New York to Seattle portion would be taxable. However, if payment 
for such transportation was made outside the United States no part 
of it would be taxable since it is not transportation which begins and 
ends in the United States. 

Under subsection (b) of section 4262 certain transportation is 
excluded from the term “‘taxable transportation”’ if all 4 tests set forth 
in that subsection are met. 

Transportation from the continental United States to Alaska and 
Hawaii will be partially exempt from tax under this provision. For 
example, a nonstop trip from Seattle to Juneau would contain a por- 
tion that is outside the United States and that satisfies the require- 
ments of section 4262 (b), since it is between the point where the route 
leaves the continental United States and where it enters Alaska, and a 
direct line from the point of leaving the United States to the point of 
entering the United States passes through a point which is not within 
225 miles of the United States. In computing the amount paid for 
taxable transportation in such case the portion of the route which is 
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within the United States before the carrier leaves the United States 
(the portion in Washington) and the portion within the United States 
after the carrier enters the United States (the portion in Alaska) will 
be determined in the manner to be prescribed in regulations issued 
by the Secretary or his delegate. 

In the case of transportation from, for example, New York to 
Edmonton, to Vancouver, to Hawaii, the entire portion from where 
the carrier leaves the United States en route to Edmonton to where it 
enters the United States in Hawaii would be outside the United States. 
However, the segment between the point where the route leaves the 
United States and Vancouver would be indirectly between a point 
where the route leaves the continental United States and a station 
within the 225-mile zone (Vancouver is inside the 225-mile zone). 
The portion between the point where the carrier leaves the United 
States to Edmonton cannot be considered as an exempt portion since 
such a portion must end at a point where the route enters the United 
States or a port or station within the 225-mile zone (Edmonton is out- 
side the 225-mile zone). Therefore, the only part of the transportation 
which can satisfy paragraphs (1), (2), and (3) of section 4262 (b) is 
the portion between Vancouver and where the route enters the 
United States in Hawaii. Since a direct line from Vancouver and such 
point will pass through a point which is not within 225 miles of the 
United States, this portion of the transportation satisfies the require- 
ments of paragraph (4) and is excluded from the definition of taxable 
transportation. 

If 2 portions of any transportation are outside the United States 
but there is transportation inside the United States between such 
portions (whether or not the carrier stops in the United States), the 
2 must be considered separately and 1 of the portions may be fully 
taxable although the other is wholly or partially exempt. For 
example, in the case of transportation from Windsor to Fairbanks 
with stops at Minneapolis and Calgary, the parts between Windsor 
and Minneapolis and between Minneapolis and Calgary would be 
fully taxed. However, the portion from Calgary (assuming Calgary 
is the last stop in the 225-mile zone) to the Alaskan boundary would 
be nontaxable. ‘The segment between the boundary of the continental 
United States and Calgary cannot be excluded by reason of paragraph 
(2) of section 4262 (b). 

Under subsection (c) of section 4262, whether any point in Canada 
or Mexico is not more than 225 miles from the continental United 
States is to be determined by measuring the distance from such point 
to the nearest point on the boundary of the continental United States. 

In most cases it will be evident whether or not a destination is 
within or without 225 miles from the United States. In any instance 
in which it is not apparent whether a port or station is within or with- 
out 225 miles of the United States the exact distance may be com- 

uted mathematically by such methods as the Andoyer-Lambert 
ormula. It is contemplated that the Secretary or his delegate will 
make this computation for major cities and will publish the deter- 
minations. 

It is contemplated that the Secretary of the Treasury or his delegate 
will prescribe regulations for computing the amount subject to tax in 
cases where the amount paid for transportation includes both taxable 
and nontaxable portions, Such regulations may require computations 
to be made by reference to local fares. 
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Section 4: Section 4 of the conference substitute adds a new section 
4264 to the code, providing special rules relating to the application 
and payment of the tax. 

Section 4264 (a) continues without substantive change a provision 
now contained as a part of section 4291 of the code. 

Section 4264 (b) provides a special rule for collection of the tax 
where an unused ticket or order (or portion thereof) purchased for 
nontaxable transportation is presented for refund and, as a result of 
the use of only a portion of the transportation purchased in connec- 
tion with such ticket or order, liability for payment of the tax has been 
incurred. In such cases the person making the refund is required to 
deduct from the amount refundable, to the extent available, the 
amount of the tax due. If the refund due on the unused ticket or 
order (or portion thereof) is less than the amount of the tax due, the 
person redeeming such unused ticket or order (or portion thereof) is 
required to make a report to the Secretary or his delegate as to the 
remainder of the tax due. 

Subsection (b) applies, for example, if a carrier receives forredemp- 
tion a ticket purchased in the United States for transportation from 
Jalgary to Edmonton which the purchaser bought for use in conjunc- 
tion with a ticket for nonstop transportation from Seattle to Calgary, 
and the person applying for the refund does not show that the tax on 
the Seattle-Calgary ticket has been paid or that the Seattle-Calgary 
ticket has been redeemed. ‘The carrier, before making the refund for 
the unused ticket, is required to deduct from the amount refundable 
the tax applicable to the amount paid by the purchaser for the taxable 
transportation from Seattle to Calgary and to report the tax so col- 
lected in the manner prescribed by regulations. In the event that the 
refund due on the Calgary to Edmonton ticket is less than the amount 
of the tax due on the amount paid for the transportation from Seattle 
to Calgary, the carrier should not make any refund to the purchaser 
but should apply against the outstanding tax the entire amount re- 
fundable and should notify the Secretary or his delegate of the passen- 
ger’s name and address and the amount of tax remaining uncollected. 

Section 4264 (c) provides special rules for payment of the tax where 
the payment for the transportation is (1) subject to tax at the time 
such payment is made but no tax is paid at that time, or (2) not 
subject to tax at the time such payment is made but because of some 
subsequent event becomes taxable. In such cases the person paying 
for, or the person using, the transportation must pay the tax to the 
person from whom the transportation was purchased, or to the Sec- 
retary or his delegate. Such payment must be made within the time 
prescribed by regulations after whichever of the following first occurs: 
(a) The rights to the transportation expire, or (6) the time when the 
transportation becomes taxable transportation. 

This subsection is not intended in any way to relieve the person 
receiving a payment for taxable transportation of persons from his 
duty under section 4291 of collecting the tax at the time such pay- 
ment is received by him. 

The provisions of section 4264 (c) do not apply in any case where 
the tax is collected in the manner provided in subsection (a) or sub- 
section (b) of section 4264 (or in other provisions of subchapter C of 
chapter 33). 

The following examples illustrate the application of section 4264 (c): 

Example 1.—A purchases in Canada a ticket for his transportation 
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from Detroit to San Francisco, but fails to pay the applicable tax at 
the time he makes the payment for such ticket. Since under section 
4261 (b) the transportation was taxable at the time purchased by A, 
he must, within the time specified by the regulations after the date of 
such purchase, pay the applicable tax to either the person from 
whom he purchased the ticket or to the Secretary or his delegate. 

Example 2.—B purchases in New York a round-trip ticket for 
transportation between New York and London, with a stopover in 
Montreal. After arriving in Montreal B decides not to continue his 
trip to London but to return to New York. B is liable for the tax 
with respect to the amount paid for his transportation from New 
York to Montreal and return. B’s transportation became taxable 
transportation at the time he began his return trip to New York and, 
within the time specified by the regulations after such event occurred, 
B must pay the applicable tax to either the person from whom he 
purchased the ticket or to the Secretary or his delegate, unless within 
such time he has applied for a refund on the unused portion of the 
transportation from which the tax should be deducted. 

If in example 2, B had not returned to New York but had remained 
in Montreal, he would not be required to pay any tax until the time 
< pagans by the regulations after the date on which his right to use 
the remaining portion of the ticket expired. 

Under section 4264 (d) any amount paid within the United States 
for transportation of any person is presumed to be fully taxable 
unless the taxpayer establishes at the time of payment for the trans- 
portation, pursuant to regulations prescribed by the Secretary or his 
delegate, that the transportation is wholly or partially not transpor- 
tation subject to tax. This may be established, for instance, by the 
purchase of a ticket for transportation part or all of which is not 
“taxable transportation” or is transportation not subject to tax. It 
may also be established by furnishing the carrier or any agency re- 
ceiving payment for transportation which, considered by itself, is 
taxable transportation, a ticket or order covering additional trans- 
portation which establishes that the transportation, or a part thereof, 
is not taxable transportation. 

Section 4264 (e) provides in effect that a round trip consists of two 
separate trips, i. e., one trip from the point of departure to the desti- 
nation and a second trip in returning from the destination. A round 
trip is intended to include certain journeys in which the same routing 
is not followed on the return trip from the specified destination to the 
original point of departure as was taken on the going trip (sometimes 
referred to as “circle trips’). In the case of a cruise (i. e., transpor- 
tation to no set destination but with one or more intermediate stops 
en route), the point farthest from the point of departure will be re- 
garded as the destination for purposes of applying the term “round 
trip.” However, the rules of “open jaw” transportation, discussed 
be gut apply if the cruise ends at a point other than the one at which 
it began. 

“Open jaw” transportation (transportation from the point of depar- 
ture to a specified deitiastion and transportation from that point to 
a point other than the original point of > edema will be considered 
as transportation from the original point of departure to the specified 
destination and separate transportation from that point to the final 
destination if the datane between the points of the ‘‘open jaw”’ does 
not exceed the distance of the shorter segment traveled. For example, 
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a trip from New York to New Orleans via Panama would be con- 
sidered as transportation from New York to Panama and separate 
transportation from Panama to New Orleans, so that both segments of 
the trip would be nontaxable. On the other hand, a trip from New 
York to Miami via Bermuda would be considered as transportation 
from New York to Miami and would be taxable. 

Section 4264 (f) contains two special rules which apply to trans- 

ortation if any part thereof is outside the northern portion of the 
Vestern Hemisphere. The northern portion of the Western Hemi- 
sphere is defined in this subsection (as in existing law) to mean the 
area lying west of the 30th meridian west of Greenwich, east of the 
international date line, and north of the Equator, but not including 
any country of South America. 

The first special rule provides that if the route of such transportation 
leaves and reenters the northern portion of the Western Hemisphere, 
such transportation shall be considered to consist of transportation 
to a point outside such northern portion, and of separate transporta- 
tion thereafter. Thus transportation from New York to Caracas, 
Venezuela, to San Francisco would be considered to consist of trans- 
portation from New York to Caracas and separate transportation 
from Caracas to San Francisco. In effect, such transportation will be 
considered to be two trips, and the taxability of any segment of such 
transportation will be tested accordingly. 

The second special rule contained in section 4264 (f) for transporta- 
tion any part of which is outside the northern portion of the Western 
Hemisphere provides that if such transportation is transportation by 
water on a vessel which makes one or more intermediate stops at 
ports within the United States on a voyage that begins or ends in the 
United States and ends or begins outside such northern portion, a 
stop at an intermediate ae within the United States at which such 
vessel is not authorized both to discharge and to take on passengers 
shall not be considered to be a stop at a port within the United States. 
Thus, if a vessel’s voyage is from New York to Boston to London, and 
at Boston the vessel is not authorized both to take on and to discharge 
passengers, the stop at Boston is not considered to be a stop for tax 
purposes and the segment of the transportation from New York to 
Boston en route to London is not taxable. This special rule con- 
tinues the exemption presently contained in subsection (a) of section 
4262 of the code (renumbered “4263” by the conference substitute), 
modified to conform to the new tax base provided by the conference 
substitute. 

Section 5: Section 5 of the conference substitute makes conforming 
changes in a table of sections. 

Section 6: Section 6 of the conference substitute provides that the 
amendments made by the bill shall apply to amounts paid on or 
after the first day of the first month which begins more than 60 
davs after the date of enactment of the bill for transportation com- 
mencing on or after such first day. 

JERE Cooper, 

W. D. Mitts, 

Nosie J. Greaory, 

Dantet A. Reep, 

Tuomas A. JENKINS, 
Managers on the Part of the House. 
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Mr. Harris, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany 8S. 3149] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 3149) to 
amend the Civil Aeronautics Act of 1938 in order to permit air carriers 
to grant free or reduced rate transportation to ministers of religion, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment 
of the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That subsection (b) of section 403 of the 
Civil Aeronautics Act of 1938, as amended, is amended by inserting at 
the end thereof the following sentence: ‘‘Any air carrier or foreign air 
carrier, under such terms and conditions as the Board may prescribe, 
may grant reduced-rate transportation to ministers of religion on a space 
available basis.” 

And the House agree to the same. 
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That the title be amended to read as follows: “An Act to amend 
the Civil Aeronautics Act of 1938 in order to permit air carriers to 
grant reduced-rate transportation to ministers of religion.” 

OrEN Harris, 

F. Ertet Cartyte, 
Perer F. Mack, Jr., 
Cras. A. WoLvERTON, 
Cari HInsHaw, 

Managers on the Part of the House. 
Mixe Monroney, 
Warren G. MAaGnuson, 
GerorGce A. SMATHERS, 
ANDREW F. ScHoEPPEL, 
Freperick G. Payne, 

Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 3149) to amend the Civil Aeronautics Act of 1938 in 
order to permit air carriers to grant free or reduced rate transportation 
to ministers of religion, submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause and inserted a substitute amendment. The Senate 
recedes from its disagreement to the amendment of the House, with 
an amendment which is a substitute for both the Senate bill and the 
House amendment. Except for conforming changes in the title, the 
following statement explains the differences between the House 
amendment and the substitute agreed to in conference. 

The Senate bill amended section 403 (b) of the Civil Aeronautics 
Act of 1938 to permit all air carriers and foreign air carriers, under 
such terms and conditions as the Civil Aeronautics Board may 
prescribe, to grant free or reduced-rate transportation to ministers 
of religion on a space available basis. 

The House amendment, which struck out all of the Senate bill after 
the enacting clause, amended section 403 (b) of the Civil Aeronautics 
Act of 1938 to permit only those air carriers and foreign air carriers 
not receiving so-called subsidy payments determined by the Civil 
Aeronautics Board under section 406 of such act and payable by such 
Board pursuant to Reorganization Plan No. 10 of 1953, during any 
period with respect to which such carriers grant reduced-rate trans- 
portation, to grant reduced-rate transportation, but not free trans- 
portation, to ministers of religion under such terms and conditions as 
such Board may prescribe. The House amendment did not contain 
a provision relating to the availability of space. 

he substitute agreed to by the committee of conference permits 
all air carriers and foreign air carriers, under such terms and conditions 
as the Civil Aeronautics Board may prescribe, to grant reduced-rate 
transportation, but not free transportation, to ministers of religion, 
without regard to whether such carriers are receiving so-called subsidy 
payments determined by such Board under section 406 of such act 
and payable by such Board pursuant to Reorganization Plan No. 10 
of 1953. Under the substitute such reduced-rate transportation will 
be provided only on a space available basis. The test to be applied 
in determining the availability of space is whether space is available 
on the aircraft immediately prior to the time of takeoff. This test, 
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in effect, eliminates any possibility of granting reduced-rate transpor- 
tation to ministers of religion which would interfere with the trans- 
portation of first-class-ticket holders. 


Oren Harris, 

F. Erret Cariyte, 

Perer F. Mack, dr., 

Cuas. A. WoLVERTON, 

Cart HinsHaw, 
Managers on the Part of the House. 
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Juty 17, 1956.—Ordered to be printed 





Mr. Harris, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany S. 3073) 






The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 3073) to provide 
for an adequate and economically sound transportation system or 
systems to serve the District of Columbia and its environs, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 

TITLE I 


Parr 1.—Francuise Provisions 


















Secrion 1. (a) There is hereby granted to D. C. Transit System, Inc., 
a corporation of the District of Columbia (referred to in this part as the 
“Corporation’’) a franchise to operate a mass transportation system of 
sengers for hire within the District of Columbia and between the 
istrict of Columbia and points within the area (referred to in this part 
as the ‘‘Washington Metropolitan Area’) compristng all of the District 
of Columbia, the cities of Alexandria and Falls Church, and the counties 
of Arlington and Fairfax in the Commonwealth of Virginia and the 
counties of Montgomery and Prince Georges in the State of Maryland, 
subject, however, to the rights to render service within the Washington 
Metropolitan Area possessed, at the time this section takes effect, by other 
common carriers of passengers: Provided, That nothing in this section 
shall be construed to exempt the Corporation from any law or ordinance of 
the Commonwealth of Virginia or the State of Maryland or any political 
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subdivision of such Commonwealth or State, or of any rule, regulation, 
or order issued under the authority of any such law or ordinance, or from 
applicable provisions of the Interstate Commerce Act and rules and regu- 
lations prescribed thereunder. 

(b) Wherever reference is made in this part to “D. C. Transit System, 
Ine.” or to the “‘Corporation’’, such reference shall include the successors 
and assigns of D. C. Transit System, Inc. 

(c) As used in this part the term “franchise” means all the provisions 
of this part 1. 

Sec. 2. (a) This franchise is granted for a term of twenty years: Pro- 
vided, however, That Congress reserves the right to repeal this franchise 
at any time for its non-use. 

(b) In the event of cancellation of this franchise by Congress after 
seven years from the date this franchise takes effect for any reason ot 
than non-use, the Corporation waives its claim for any damages for loss 
of franchise. 

Sec. 3. No competitive street railway or bus line, that is, bus or railway 
line for the transportation of sengers of the character which runs 
over a given route on a fixed schedule, shall be established to operate in 
the District of Columbia without the prior issuance of a certificate by the 
Public Utilities Commission of the District of Columbia (referred to in 
this part as the “‘Commission’’) to the effect that the competitive line is 
necessary for the convenience of the public. . 

Sec. 4. It is hereby declared as a matter of legislative policy that in 
order to assure the Washington Metropolitan Area of an adequate trans- 
portation system operating as a private enterprise, the Corporation, in 
accordance with sta and rules prescribed by the Commission, 
should be afforded the opportunity of earning such return as to make the 
Corporation an attractive investment to private investors. As an incident 
thereto the Congress finds that the opportunity to earn a return of at least 
6% per centum net after all taxes properly chargeable to transportation 
operations, including but not limited to income taxes, on either the system 
rate base or on gross operating revenues would not be unreasonable, and 
that the Commission should encourage and facilitate the shifting to such 
gross operating revenue base as promptly as possible and as conditions 
warrant; and if conditions warrant not later than August 15, 1958. It 
is further declared as a matter of legislative policy that if the Corporation 
does provide the a Metropolitan Area with a ed public 
transportation system, with reasonable rates, the Congress will maintain a 
continuing interest in the welfare of the Corporation and its investors. 

Sec. 5. The initial schedule of rates which shall be effective within 
the District of Columbia upon commencement of operations by the 
Corporation shall be the same as thai effective for service +, Bg 
Transit Company approved by the Commissioners of the District of 
Columbia pursuant to the Act of August 14, 1955 (Public Law No. 389, 
84th Congress; 69 Stat. 724), in effect on the date of the enactment of this 
Act, and shall continue in effect until August 15, 1957, and thereafter 
until superseded by a schedule of rates which becomes effective under this 
section. Whenever on or after August 15, 1957, the Corporation files 
with the Commission a new schedule of rates, such new schedule shall 
become effective on the tenth day after the date of such filing, unless the 
Commission prescribes a lesser time within which such new schedule 
shall go into effect, or unless prior to such tenth day the Commission 
suspends the operation of such new schedule. Such suspension shall be 
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for a period of not to exceed one hundred twenty days from the date such 
new schedule is filed. If the Commissi such new schedule 
it shall immediately give notice of a hearing upon the matter and, after 
such hearing and within such suspension period, shall determine and 
Fahy a Siz the schedule of rates to be charged by the Corporation. If 

Commission does not enter an order, to take effect at or prior to the 
end of the period of suspension, fixing the schedule of rates to be charged 
by the Corporation, the suspended schedule filed by the Corporation may 
be put into effect by the end of such period, and shall remain in effect 
until the Commission has issued an appropriate order based on such 


ing. 

Sec. 6. The Corporation is hereby authorized and empowered to en- 
gage in special charter or sightseeing services subject to compliance with 
applicable laws, rules and regulations of the District of Columbia and 
of the municipalities or political subdivisions of the States in which such 
service is to be perfo , and with applicable provisions of the Interstate 
Commerce Act and rules and regulations prescribed thereunder. 

Sxrc. 7. The Corporation shall be obligated to initiate and carry out 
a plan of gradual conversion of its street railway operations to bus opera- 
tions within seven years from the date of the enactment of this Act upon 
terms and conditions prescribed by the Commission, with such regard 
as is reasonably possible when appropriate to the highway development 
plans of the District of Columbia and the economies implicit in coordinat- 
ing the Corporation’s track removal program with such plans; except 
that upon good and sufficient cause shown the Commission may in tts 
discretion extend beyond seven years, the period for carrying out such 
conversion. All of the provisions of the full paragraph of the District of 
Columbia ry” Seon Act, 1942 (55 Stat. 499, 533), under the title 
“Hieuway Fonp, Gasorine Tax anv Moror Venicie Fees’’, sub- 
title “sTreET IMPROVEMENTS”, relating to the removol of abandoned 
tracks, regrading ee areas, and paving abandoned track areas, shall 
be applicable to Corporation. 

Sec. 8. (a) As of August 15, 1956, paragraph numbered 5 of section 6 
of the Act entitled “An Act making appropriations to promde for the 
expenses of the Government of the District of Columbia for the fiscal year 
ending June thirtieth, nineteen hundred and three, and for other purposes”’, 
approved July 1, 1902, as amended (D. C. Code, sec. 47-1701), 1s amended 

striking out the third and fourth sentences and inserting in lieu thereof 

following: “Each gas, electrie-lighting, and telephone company shall 

y, in addition to the taxes herein mentioned, the franchise tax imposed 

the District of Columbia Income and Franchise Tax Act of 1947, 
and the tax imposed upon stock in trade of dealers in general merchandise 
under paragraph numbered 2 of section 6 of said Act approved July 1, 
1902, as amended.” 

(b) Notwithstanding subsection (a) of this section, the Corporation 
shall be exempt from the following taxes: 

(1) The gross sales tax levied under the District of Columbia Sales 


az Act 

(2) The compensating use tax levied under the District of Columbia 
Use Tax Act; 

(3) The excise tar upon the issuance of titles to motor vehicles and 
trailers levied under subsection (7) of section 6 of the District of Columbia 
Traffic Act of 1925, as a (D. C. Code, see. 40-608 (3) (4)); 
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(4) The taxes imposed on tangible personal property, to the same extent 
that the Caniial Transit Company was exempt from such taxes immedi- 
ately prior to the effeciive date of this section under the provisions of the 
Act of July 1, 1902, as amended; and 

(5) The mileage tax imposed by subparagraph (b) of paragraph 31 of 
section 7 of the Act approved July 1, 1902, as amended (D. C. Code, sec. 
47-2331 (6)). 

Sec. 9. (a) Except as hereinafter provided, the Corporation shall not, 
with respect to motor fuel purchased on or after September 1, 1956, pay 
any part of the motor vehicle fuel tax levied under the Act entitled “An 
Act to provide for a tax on motor vehicle fuels sold within the District of 
Columbia, and for other purposes’, approved April 23, 1924, as amended 
(D. C. Code, title 47, chapter 19). 

(6) For the purposes of this section— 

(1) the term “a 6% per centum rate of return’’ means a 644 per 
centum rate of return net after all taxes properly chargeable to trans- 
portation operations, including but not limited to income taxes, on the 
sysiem rate base of the Corporation, except that with respect to any 
period for which the Commission utilizes the operating ratio method 
to fix the rates of the Corporation, such term shall mean a return of 
6% per centum net after all taxes properly chargeable to transporta- 
tion operations, including but not limited to income tazes, based on 
gross operating revenues; and 

(2) the term “full amount of the Federal income taxes and the 
District of Columbia franchise tax levied upon corporate income”’ 
means the amount which would have been payable in the absence of 
write-offs in connection with the retirement of street railway property 
as contemplated by section 7 of this part, but only to the extent that 
such write-offs are not included as an operating expense in deter- 
mining net earnings for rate-making purposes. 

(c) As soon as practicable after the twelve-month period ending on 
August 31, 1957, and as soon as practicable after the end of each subse- 
quent twelve-month period ending on August 31, the Commission shall 
determine the Corporation's net operating income for such twelve-month 
period and the amount in dollars by which it exceeds or is less than a 
6% per centum rate of return for such twelve-month period. In such 
determination the Commission shall include as an operating expense the 
full amount of the motor vehicle fuel tax which pel ¢ be due but for the 
provisions of this section on the motor fuel purchased by the Corporation 
during the twelve-month period, and the full amount of the Federal income 
taxes and the District of Columbia franchise tax levied upon corporate 
income. The Commission shall certify its determination to the Commis- 
stoners of the District of Columbia or their designated agent. If the net 
operating vacome so certified by the Commission equals or 1s more than a 
6% per centum rate of return, the Corporation shall be required to pay to 
such Commissioners, or their designated agent, the full amount of the 
motor vehicle fuel taxes due on the purchases of motor fuel made by the 
Corporation during such twelve-month period. If the net operating 
income so certified is less than a 6% per centum rate of return, the Corpora- 
tion shall pay to such Commissioners, or their designated agent, in full 
satisfaction of the motor vehicle fuel tax for such period an amount, <i 
equal to the full amount of said motor vehicle fuel tax reduced 
amount necessary to raise the Corporation’s rate of return to 6% cee 
centum for such period, after taking into account the effect of such reduc- 
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tion on the amount of the Federal income taxes and the District of Columbia 
franchise tax leried upon corporate income payable by the Corporation for 
such period. Within thirty days after being notified by the said Commis- 
sioners or their designated agent of the amount of the motor vehicle fuel 
tax due under this section, the Corporation shall pay such amount to the 
said Commissioners or their designated agent. 

(d) If not paid within the period specified in subsection (ec), the motor 
vehicle fuel tax payable under this section and the penalties thereon may be 
collected by the Commissioners of the District of Columbia or their desig- 
nated agent in the manner provided by law for the collection of taxes due 
the District of Columbia on personal property in force at the time of such 
collection; and liens for the motor vehicle fuel tar payable under subsection 
(c) and penalties thereon may be acquired in the same manner that liens 
for personal property taxes are acquired. 

(e) Where the amount of the motor vehicle fuel tar payable under sub- 
section (c), or any part of such amount, is not paid on or before the time 
specified therein for such payment, there shall be collected, as part of the 
tax, interest upon such unpaid amount at the rate of one-half of 1 per 
centum per month or portion of a month. 

(f) The Commissioners of the District of Columbia or their designated 
agent are hereby authorized and directed to issue to the Corporation such 
certificates as may be necessary to exempt it from paying any importer 
the motor vehicle fuel tax imposed by such Act of April 23, 1924, as 
amended, or as hereafter amended. 

(g) (1) From and after the time fixed in paragraph (2) of this sub- 
section the Corporation shall not be required to pay real estate taxes upon 
any real estate owned by it in the District of Columbia and used and useful 
for the conduct of its publie transportation operations to the extent that 
the Commission has determined under such rules and regulations as it 
may issue that the Corporation's net operating income in the previous 
year was insufficient, after giving effect to the tax relief provided in the 
preceding subsections, to afford it a 6% per centum rate of return. 

(2) This subsection shail take effect upon the completion of the program 
contemplated in section 7 of this part, as certified by the Commission to the 
Commissioners of the District of Columbia, or at such earlier time as the 
Commission may find that the said program has been so substantially 
completed that the taking effect of this subsection would be appropriate in 
the Re, interest and shall so certify to the Commissioners of the District 
of Columbia. 

Sec. 10. (a) The Corporation shall not be charged any part of the 
expense of removing, sanding, salting, treating, or handling snow on the 
streets of the District of Columbia, except that the Corporation shall 
sweep snow from the streetcar tracks at its own expense so long as such 
tracks are in use by the Corporation. 

(b) The paragraph which begins ‘Hereafter every street railway com- 
pany” which appears under the heading “STREETS” in the Act entitled 
“An Act making appropriations to provide for the expenses of the govern- 
ment of the District of Columbia for the fiscal year ending June thirtieth, 
nineteen hundred and thirteen, and for other purposes’, approved June 
26, 1912 (D. C. Code, sec, 7-614), is hereby repealed. 

Sec. 11. The provisions of law set forth in Title 43, sections 501 
through 503 of the District of Columbia code shall not be deemed to restrict 
any merger or consolidation of the Corporation with any other company 
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or companies engaged in mass transportation in the District of Columbia 
or the Washington Metropolitan Area: Provided, however, That any such 
merger or consolidation shall be subject to the approval of the Commission. 

Sec. 12. Nothing in this part shall prevent the transfer, by or under the 
authority of any other Act of Congress, to any other agency of any of the 
functions which are by this part granted to or imposed upon the 
Commission. 

Sec. 18. (a) The Corporation is hereby authorized to issue or create 
loans, mortgages, deeds of trust, notes or other securities to any banking 
or other institution or institutions and to Capital Transit Company, with 
respect to the acquisition of assets of Capital Transit Company (including 
any corporation controlled by Capital Transit Company), provided that the 
interest rate thereon shall not exceed 5 per centum per annum, but the 
aggregate principal shall not exceed the cost of acquiring the assets of 
Capital Transit Company. 

(b) (1) Section 5 of the Interstate Commerce Act shall not be construed 
to require the approval or authorization of the Interstate Commerce Com- 
mission of any transaction within the scope of paragraph (2) of such 
section 5 if the only parties to such transaction are the Corporation 
(ineluding any corporation wholly controlled by the Corporation) and the 
Capital Transit Company (including any corporation wholly controlled 
by the Capital Transit Company). The issuance or creation of any 
securities provided for in subsection (a) shall not be subject to the pro- 
visions of section 20a of the Interstate Commerce Act. 

(2) No approval of the acquisition of assets referred to in subsection 
(a), or of the issuance or creation of any securities provided for in sub- 
section (a) in connection with such acquisition, shall be required from 
any District of Columbia agency or commission. 

(c) This section shall not apply to any issuance of securities con- 
stituting a public offering to which the Securities Act of 1933 applies. 

(d) Notwithstanding the provisions of section 409 (a) of the Civil 
Aeronautics Act of 1938— 

(1) no air carrier shall be required (because of the fact that a person 
becomes or remains an officer, director, member or stockholder holding 
a controlling interest of the Corporation, or of any common carrier 
controlled by the Corporation which is engaged in mass transporta- 
tion of passengers for hire in the Washington Metropolitan Area, 
or is elected or reelected as an officer or director) to secure the author- 
ization or approval of the Civil Aeronautics Board in order to have 
and retain such person as an officer or director, or both, of such air 
carrier if such person is an officer or director of such air carrier at 
the time this section takes effect; and 
(2) no person who, at the time this section takes effect, ts an officer 
or director of an air carrier shall be required to secure the ap ,,oval 
of the Civil Aeronautics Board in order to hold the position a. officer, 
director, member or stockholder holding a controlling interest of the 
Corporation or of any common carrier controlled by the Corporation 
which is engaged in mass transportation of passengers for hire in 
the Washington Metropolitan Area. 
As used in this subsection, the term “air carrier’’ has the same meaning 
as when used in section 409 (a) of the Civil Aeronautics Act of 1938. 

(e) Notwithstanding section 20a (12) of the Interstate Commerce Act, 

authorization or approval of the Interstate Commerce Commission shall 
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not be required in order to permit a person who is an officer or director of 

the Corporation to be also an officer or director, or both, of any common 

carrier controlled by the Corporation which is Abt in mass trans- 
f passengers for hire in the Washington Metropolitan Area. 


portation o, 
Sec. 14. The Corporation, at the time it acquires the assets of Capital 


Transit Company, shall become subject to, and responsible for, all liabili- 
ties of Capital Transit Company of whatever kind or nature, known or 
own, in existence at the time of such isition, and shall submit 

to suit —— as though it had been originally liable, and the creditors 
of Capital Transit Company shall have as to the Corporation all rights 
and remedies which they would otherwise have had as to Capital Transit 
Company: Provided, however, That the Corporation shall not be liable 
to any dissenting stockholder of Capital Transit Company for the fair 
value of the stock of any such stockholder who shall qualify to be entitled 
to receive payment of such fair value. No action or proceeding in law or 
in equity, or before any Federal or District of Columbia agency or com- 
mission, shall abate in consequence of the provisions of this section, but 
such action or generals may be continued in the name of the party by 
or against which it was begun, except that in the discretion of the court, 
agency, or commission the Corporation may be substituted for the Capital 
nsit Company. In any and all such actions or proceedings, the 
Corporation shall have, and be entitled to assert, any and all defenses of 
every kind and nature which are or would be available to Capital Transit 
Company or which Capital Transit Company would be entitled to assert. 


Part 2.—Mriscettaneous Provisions 


Sec. 21. (a) Section 14 of the joint resolution entitled “ Joint resolu- 
tion to authorize the merger of street-railway corporations operating in 
the District of Columbia, and for other purposes’, approved January 14, 
1933 (47 Stat. 752), as amended (Public Law 389, Eighty-fourth Con- 
gress), is hereby repealed to the extent that such section repeals the charter 
of psery Transit Company, without thereby affecting the termination of 
its franchise. 

(6) Upon the taking effect of part 1 of this title, Capital Transit 
Company shall not be authorized to engage in business as owner or 
operator of electric railway, passenger motor bus, public transportation 
of passengers, or common carrier of passengers within, to, or from, the 
Washington Metropolitan Area. 

(c) Capital Transit Company shall continue to exist as a corporation 
incorporated under the provisions of subchapter 4 of chapter 18 of the 
Act entitled ‘An Act to establish a code of laws for the District of Colum- 
bia”’, approved March 3, 1901, as amended (D. C. Code, title 29, ch. 2), 
under wuts certificate of incorporation, as amended, and Capital Transit 
Company may amend its charter in any manner provided under the laws 
of the District of Columbia and may avail itself of the provisions of the 

istrict of Columbia Business Corporations Act in respect to a change 
of its name and may become incorporated or reincorporated thereunder in 
any manner as therein provided. Nothing referred to in this title, or 
the sale and vesting of the assets of Capital Transit Company, referred to 
rah shall cause or require the corporate dissolution of Capital Transit 

ompany. 
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Src. 22. Nothing in this title shall be deemed to extend the franchise 
of Capital Transit Company beyond August 14, 1956, or, except as 
otherwise provided in this section, to relieve Capital Transit Company 
of any obligation to remove from the streets and highways at its own 
expense all of its property and facilities and to restore streets and 
highways in aicohdanee with the provisions of the District of Columbia 
Appropriation Act, 1942 (65 Stat. 499, 583) in the event the Corporation 
fails to acquire the assets of Capital Transit Company. If part 1 of this 
title takes effect, Capital Transit Company s thereupon be relieved 
of all liability to remove from the streets and highways of the District of 
Columbia all of its properties and facilities and to restore such streets 
and highways. 

Sec. 23. The powers and jurisdiction of the Public Utilities Commis- 
sion of the District of Columbia with respect to Capital Transit Company 
shall cease and be at an end upon the taking effect of part 1 of this title. 


TITLE II 


Sec. 201. (a) Part 1 of title I shall take effect on August 15, 1956, 
but only if prior thereto D. C. Transit System, Inc. (referred to in this 
title as the “Corporation’’) has acquired the assets of Capital Transit 
Company and has notified the Commissioners of the District of Columbia 
in writing that it wil! engage in the transportation of passengers within 
the District of Columbia beginning on August 15,1956. If the Corpora- 
tion has not acquired the assets of Capital Transit Company prior to 
August 15, 1956, but does thereafter acquire such assets, the Corporation 
shall, on the date of such acquisition, give written notice thereof to the 
Commissioners, and part 1 of title I shall take effect upon such date of 
aequisition. 

(6) Part 2 of title T, and this title, shall take effect upon the date of 
the enactment of this Act. 

Sec. 202. If it is determined by the Commissioners of the Distriet of 
Columbia that, due to any act or omission on the part of the Corporation, 
the Corporation has not acquired the assets of Capital Transit Company 
and if such Commissioners approve a valid contract, ratified and approved 
by the required number of stockholders of Capital Transit Company, be- 
tween Capital Transit Company and some other corporation providing for 
the acquisition of such assets and if such other corporation is also approved 
by such Commissioners as capable of performing the operation contem 
plated by the franchise provisions of part 1 of title I, then the terms 
“D. C. Transit System, Inc.”’ and “Corporation” as used in this Aet 
shall be deemed to mean such other corporation for all purposes of this 
Act. 

Sec. 203. If part 1 of title I of this Act does not take effect on August 
15, 1956, the Commissioners of the District of Columbia may authorize 
(including authorization of such contractual agreements as may be 
necessary) such mass transportation of passengers within the District of 
Columbia, beginning on and after August 15, 1956, and until such date 
as part 1 of title I of this Act takes effect, as may be necessary for the 
convenience of the public. Such transportation shall be furnished to the 
public at such rates and under such terms and regulations as may be 
recommended by the Public Utilities Commission and approved by the 
Commissioners of the District of Columbia. 
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And the House agree to the same. 

That the title of the bill be amended to read as follows: “An Act to 
grant a franchise to D. C. Transit System, Inc., and for other 
purposes.” 

Oren Harris, 

Joun Bett WILLIAMs, 

Peter F. Mack, Jr., 

Wa tter Rocers, 

Cras. A. WoLvVERTON, 

Cart HInsHaw, 

James I. Do.Luiver, 
Managers on the Part of the House. 


Pat McNamara, 

Wayne Morsg, 

ALAN BIBLE, 

J. GLENN BEALL, 

Cuirrorp P. Cass, 
Managers on the Part of the Senate. 














STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
_ disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 3073) to provide for an adequate and economically 
sound transportation system or systems to serve the District of 
Columbia and its environs, and for other purposes, submit the fol- 
lowing statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

The House amendment to the text struck out all of the Senate bill 
efter the enacting clause and inserted a substitute. The Senate 
recedes from its disagreement to the amendment of the House, with 
an amendment which is a substitute for both the Senate bill and the 
House amendment. The essential differences between the House 
<r and the substitute agreed to in conference are noted 
below. 

THE SENATE BILL AND THE HOUSE AMENDMENT 


The bill as passed by the Senate was designed to make provision 
for mass transportation of passengers in the Washington metropolitan 
area after August 14, 1956, the date on which the franchise of the 
Capitel Transit Company expires. 

It provided, initially, for an “interim” public authority, to be an 
agency and instrumentality of the District of Columbia, with broad 
powers to do everything necessary in order to acquire and operate 
such a mass transportation system, including the authority to acquire 
property by eminent domain, to issue tax exempt obligations in order 
to finance its operations, to fix rates and fares, to employ all necessary 
personnel, and so on. 

The interim public authority would have been given power to sell 
to any private operator found by it to be suitable, at any time prior 
to August 15, 1959, the transportation properties acquired and 
operated by it. In that event the interim public authority would have 
ceased to exist. In case of any such disposition of the properties, the 
Commissioners of the District would have been empowered to grant 
to the purchaser a franchise to operate in the District of Columbia, 
together with such exemptions from District of Columbia taxes as the 
Commissioners deemed advisable. 

It was provided, however, that if the interim public authority did 
not thus dispose of its transportation properties to a private operator 
before August 15, 1959, the interim public authority should become a 
permanent public authority, with power to operate in perpetuity. 

The provisions of the House amendment were designed to keep the 
transit system in the District of Columbia in the hands of private 
ownership by extending, with modifications, the franchise of Capital 
Transit Company. The modifications were essentially as follows: 

(1) The section of law which repealed the charter and franchise of 
Capital Transit Company would have been repealed, thus restoring to 
Capital Transit Company its charter and franchise. 
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(2) A system rate base of a specific amount would have been 
established for the Capital Transit Company. 

(3) A legislative determination would have been made that a return 
of 6% percent on the system rate base was a fair return which the 
Company should be afforded the opportunity to earn. 

(4) The rates of fare ersegaan eing charged would have been 
frozen until August 15, 1957, and thereafter a new procedure would 
have been established, designed to expedite action on rate applications 
filed by the Company. 

(5) Capital Transit Company would have been exempted from the 
gross receipts tax of the District of Columbia and would have con- 
tinued to be exempt from the District of Columbia mileage tax, gross 
sales tax, compensating use tax, excise tax on motor vehicle titles, 
and tangible personal — taxes to the same extent that it is 
presently exempt from such taxes. 

(6) If the Capital Transit Company failed in any year to earn a 
6% percent return on its system rate base, it would have been forgiven 
the payment of the District of Columbia motor vehicle fuel tax to the 
extent necessary to bring its return up to 6}; percent for the year. 

(7) Capital Transit Company would have been required to sween 
its streetcar tracks at its own expense and would have been relieved 
of all other snow removal expense. 

(8) It would have been the duty of Capital Transit Company to 
gradually convert to an all-bus operation but no specific time for 
completion of the conversion would have been provided. 

(9) The Capital Transit Company would have been relieved of the 
necessity to obtain Public Utility Commission approval of evidences 
of indebtedness payable in 1 year or less. 


THE CONFERENCE SUBSTITUTE 


Briefly, the conference substitute provides for the grant of a fran- 
chise to a private operator, D. C. Transit System, Inc. (hereinafter 
referred to as the “Corporation”). The award of a franchise to the 
Corporation was recommended by the Commissioners of the District 
of Columbia and the terms of the franchise which this legislation 
proposes to grant are substantially as recommended by such Com- 
missioners. The conference agreement also contains provisions to 
empower the Commissioners to take appropriate steps to insure con- 
tinuance of transportation service in case the Corporation does not, 
for any reason, begin operations on August 15, the day after the 
expiration of Capital Transit’s franchise. 

he substitute agreed to in conference consists of titles I and I. 
Title I is divided into parts 1 and 2. 
Title I, part 1 

This part, which consists of sections 1 to 14, constitutes the fran- 
chise which this legislation proposes to grant to the Corporation. 

Subsection (a) OF nection 1 provides that the franchise is granted 


for the operation of a mass transportation system of passengers for 
hire within the District of Columbia and between the District of 
Columbia and points in the area (referred to as the “Washington 
Metropolitan Area’’) ey oy all of the District of Columbia, the 


cities of Alexandria and Falls Church, and the counties of Arlington 
and Fairfax in the Commonwealth of Virginia and the counties of 
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Montgomery and Prince Georges in the State of Maryland. The 
franchise is subject to the rights to render service within such area 
possessed, at the time this provision takes effect, by other common 
carriers of passengers. The Corporation will not, by reason of this 
section be relieved from compliance with the laws of Virginia or 
Maryland, or requirements imposed under authority thereof, or with 
the Interstate Commerce Act and rules and cei Mara prescribed 
thereunder. In the exercise of the franchise rights granted to it 
under this part, the Corporation will be fully subject to the regulatory 
laws of the District of Columbia which are applicable to common 
carrier operations of the character which it is to perform, except to 
the extent that such laws are modified or superseded by the provisions 
of this legislation. 

Subsection (b) of section 1 is included merely in order to make it 
unnecessary to repeat references to successors and assigns of the 
Corporation in those places in part 1 where reference is made to the 
Corporation. This subsection makes no change whatever in any 
laws which otherwise would govern the right of the Corporation to 
dispose of or assign any of its assets or operating rights. Compliance 
with such laws will be necessary to the same extent as though this 
subsection had not been enacted. 

Subsection (c) of section 1 provides that as used in part 1 the term 
‘franchise’ means all the provisions of part 1. 

Section 2 of the conference substitute provides that the franchise 
is granted for a term of 20 years subject to the right of Congress to 
repeal the franchise at any time for its non-use. 

Subsection (b) of section 2 provides that in the event of cancellation 
by Congress of the franchise at any time after 7 years following its 
effective date for any reason other than non-use, the Corporation 
waives its claim for any damages for loss of franchise. This sub- 
section is not intended to preclude the Corporation’s property from 
being valued as that of a going concern in the determination of any 
damages resulting from a cancellation of the franchise for any reason 
other than non-use. 

Section 3 is almost identical with a provision (section 4) of the 
so-called Merger Act of 1933. It provides in effect that no person or 
company may establish a competitive street-railway or bus line for 
the transportation of passeagers in the District of Columbia, over 
particular routes on fixed schedules, without first having obtained a 
certificate from the Public Utilities Commission of the District of 
Columbia to the effect that the competitive line is necessary for the 
convenience of the public. 

Section 4 contains a declaration of legislative policy which, amon 
other things, declares that (1) the Corporation, in accordance wit 
standards and rules prescribed by the Public Utilities Commission, 
should be afforded the opportunity of earning such return as to make 
the Corporation an attractive investment to private investors, (2) 
Congress finds the opportunity to earn a return of at least 6% percent 
net after all taxes properly chargeable to transportation operations, 
including but not limited to inceme taxes, on either the system rate 
base or on gross operating revenue would not be unreasonable, and 
(3) the Commission should encourage and facilitate the shifting to 
such gross operating revenue base as promptly as possible and as 
conditions warrant; and if conditions warrant not later than August 
15, 1958. 
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Section 5 of the conference substitute provides that the rates author- 
ized by the Commissioners of the District of Columbia under Public 
Law 389, Eighty-fourth Congress, which are in effect on tke date of 
enactment of the Act shall be the initial schedule of rates effective 
within the District of Columbia upon commencement of operations 
by the Corporation, and shall continue in effect as the schedule of 
rates until Aucust 15, 1957, and thereafter until superseded by a new 
schedule of rates. If the Corporation files a new schedule of rates on 
or after August 15, 1957, that schedule will take effect in 10 days, or 
at the end of any sliorter period the Public Utilities Commission may 
prescribe, unless the Commission suspends the operation of the rate 
schedule. The suspension period may be of any length up to 120 
days, but during that period the Commission must hold a hearing and 
if it fails to issue an order during that period fixing a rate schedule, the 
Corporation may put the suspended rate schedule into effect at the 
end of the suspension period, and it will remain in effect until the 
Commission issues an appropriate order based upon the proceeding. 

This section is quite similar to the provisions of section 2 (c) of the 
House amendment. with two exceptions, first, the maximum period of 
suspension permitted under the House amendment was 90 days, 
instead of 120 days as provided in the conference substitute, and 
second, under the House bill if the Commission failed to issue an 
order during the suspension period, the suspended rate schedule 
would have automatically gone into effect at the end of such period 
and the Commission wuld not thereafter been empowered to issue 
any order based upon such proceeding. 

Section 6 provides that the Corporation may engage in special 
charter or sightseeing services, subject to compliance with applicable 
District of Columbia and Staite law, as well as applicable provisions 
of the Interstate Commerce Act, and regulations prescribed under 
such laws. 

Section 7 of the conference substitute requires the Corporation to 
complete conversion of its street railway operations to bus operations 
within 7 years from the date of enactment of this Act, upon terms 
and conditions prescribed by the Commission, with such conversion 
to be tied in with the highway development plans of the District of 
Columbia to the extent such a tie-in is possible. It is also provided 
that the Commission may extend the time beyond 7 years upon good 
and sufficient cause. The Corporation is made subject to all of the 
duties and responsibilities which Capital Transit Company is presently 
subject to relating to the removal of abandoned tracks, regrading of 
track areas, and paving of abandoned track areas. 

Section 6 of the House amendment provided with respect to Capital 
Transit Company that it was to carry out a plan of gradual conversion 
of its strect railway operations to bus operations in general conformity 
with the economic concepts contained in the Gilman report which was 
a study and report made on the desirability of conversion of street 
railway operations to motor bus. The House amendment contained 
no specific date within which such conversion should be completed. 

Subsection (a) of section 8 of the conference substitute relieves 
the Corporation of the obligation to pay the 2 percent gross receipts 
tax which under existing law it would be required to pay upon com- 
mencement of its operations in the District of Columbia. 
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Subsection (b) of such section 8 specifically exempts the Corporation 
from the District of Columbia Sales Tax Ket oor i the roe 
compensating use tax levied under the District of Columbia Use Tax 
Act (where purchases are made out of the District and brought 
into the District), and the tax imposed on the issuance of titles to 
motor vehicles. It also exempts the Corporation from the District 
of Columbia taxes imposed on tangible personal property to the same 
extent that Capital Transit Company is exempt from such taxes im- 
mediately prior to the effective date of the section. 

Section 3 of the House amendment contained the same exemptions 
for the Capital Transit Company as are provided for the Corporation 
under section 8 of the conference substitute. 

Subsection (a) of section 9 specifically exempts the Corporation 
from payment of District of Columbia motor vehicle fuel taxes except 
as provided for in the section. 

Subsection (b) defines eertain terms which are used in the section. 
The term ‘a 6% per centum rate of return” is defined to mean a 6% 
percent rate of return net after all taxes properly chargeable to trans- 
portation operations, including but not limited to income taxes, on 
the system rate base or if the operating ratio method is used to fix 
rates, on the gross operating revenues. The term “full amount of 
the Federal income taxes and the District of Columbia franchise tax 
levied upon corporate income” is defined to mean the amount which 
the Corporation would have paid in the absence of write offs in 
connection with the retirement of street railway property as the 
result of conversion to all-bus operation as reais 8 in section 7 of 
the conference substitute, but only to the extent that such write offs 
are not included as an operating expense in determining net earnings 
for rate-making purposes. 

Subsection (c) is intended (1) to require the Corporation on and 
after September 1, 1956, to pay the full amount of the motor vehicle 
fuel tax due on motor fuel purchased on or after that date, whenever 
the net operating income of the company, after taking into considera- 
tion the full amount of the motor-vehicle fuel tax which would be due 
but for the provisions of this section, as determined by the Public 
Utilities Commission for the preceding 12-month period ending August 
31, equals or exceeds a 6% percent rate of return on the Corporation’s 
system rate base for such period or on the gross operating revenues 
of the Corporation, if the operating ratio method is being used to 
fix the rates of the Corporation, and (2) whenever the rate of return 
is less than 6% percent to reduce the amount of the motor-vehicle 
fuel tax payable by the Corporation by whatever amount is necessary 
to provide the Corporation with a 6% percent rate of return. In 
determining whether the Corporation has earned a return of 6% per- 
cent for any 12-month Pb the Commission is required to iitade 
as an operating expense the full amount of the motor vehicle fuel tax 
which would be due but for the provisions of this section on motor 
fuel purchased by the Corporation during the 12-month period and 
the full amount of the Federal income taxes and the District of Colum- 
bia franchise tax levied upon corporate income. If the net operati 
income of the Corporation, as certified by the Commission, is equ 
io, or more than, a 6% percent rate of return, the Corporation is 
required to pay the full amount of the motor vehicle fuel tax due on 
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motor fuel purchased by it during such 12-month period. If the net 
operating income of the Corporation, as certified by the Commission 
is less than a 6% percent rate of return, the Corporation is required 
to pay in full satisfaction of the motor vehicle fuel tax for such period 
an amount, if any, equal to the full amount of the motor vehicle fuel 
tax reduced: by the amount necessary to raise the Corporation’s rate 
of return to 6% percent for such period after taking into account the 
effect of such reduction on the amount of Federal income taxes and 
the District of Columbia franchise tax levied upon corporate income 
payable by the Corporation for such period. tt as the result of the 
inability of the Corporation to acquire the assets of Capital Transit 
Company prior to August 31, 1956, the initial period with respect to 
which this motor vehicle fuel tax relief is granted is less than a 12- 
month period, it is intended that for such first period, an appropriate 
pro rata computation be made based on the percentage that the initial 
period is of 12 months. 

Subsections (d) and (e) relate to the collection of motor fuel taxes 
which are not paid within the time referred to in subsection (c), 
together with penalties and interest. 

ecause of the uncertainty as to the amount of motor vehicle fuel 
tax which would be paid by the Corporation under this section it is 
desirable that the importer who sells motor fuel to the Corporation 
not be required to pay the tax on the motor fuel purchased by the 
Corporation and that the Corporation not be required in turn to 
pay the amount of such tax to the importer. Therefore, subsection 
(f) provides for the issuance of the necessary certificates of exemption 
to the Corporation. 

Subsection (g) provides that if afier completion of conversion to 
an all bus operation as provided in section 7, or at such earlier time 
as the Commission finds that the conversion has been substantially 
completed and certifies that fact to the Commissioners, the Corpora- 
tion, despite all other tax relief granted to it, fails to earn a 6% percent 
rate of return on either its system rate base or, if the operating ratio 
method is being used, on its gross operating revenues, the Corporation 
shall not be required to pay real estate taxes upon any real estate 
owned by it in the District of Columbia used and useful for the conduct 
of its public transportation operations to the extent that the Public 
Utilities Commission determines that its net operating income for the 
previous year was insufficient to afford it a 6% percent rate of return. 

Section 9 follows the pattern for relief from the District of Columbia 
motor vehicle fuel tax which was proposed for Capital Transit Com- 
pany in section 4 of the House amendment, with the exception that 
section 9 contemplates the future use of the ager yr | ratio method for 
determining rates and modifies the provisions of the House amend- 
ment to the extent necessary to take care of that possibility. It 
further differs from section 4 of the House amendment in that con- 
templated write-offs of property as the result of conversion to all-bus 
operation (to the extent such write-offs are not included as operating 
expenses in determining net earnings for rate-making purposes) are 

itted to be ignored in determining the Corporation’s net operating 
income under section 9, so that for such se, the Corporation’s 
Federal income taxes and District of Columbia taxes on corporate 
income are established on the basis of what they would have been 
but for such write-offs. Finally, the House amendment contained no 
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provision for relief of real estate taxes, as is provided in section 9 (g) 
of the conference substitute. 

Section 10 (a) provides that the Corporation shell not be charged 
any part of the expense of removing, sanding, salting, treating, or 
handling snow on the streets of the District of Columbia, except that 
the Corporation shall sweep snow from the street car tracks at its own 
expense so long as such tracks are in use by the Corporation. Sub- 
section (b) of this section relates to this same matter. Similar provi- 
sions with respect to Capital Transit Company were included in the 
House amendment. 

Section 11 is intended to make it clear that certain specified provi- 
sions of District law are not to be deemed to restrict amy merger or 
consolidation of the Corporation with any other company or companies 
engaged in mass transportation in the District or the Washington 
Metropolitan Area, but it is expressly provided thet any such merger 
or consolidation shall be subject to approval of the Public Utilities 
Commission. 

Section 12 of the conference substitute is included to insure that 
nothing in the franchise will prevent the transfer in the future to an 
other agency, by or pursuant to law, of any of the functions which 
the franchise grants to or imposes on the Public Utilities Commission. 

Section 13 contains several provisions intended to authorize the 
doing of certain things considered necessary or appropriate in order 
to facilitate the carrying out by the Corporation of its contract with 
Capital Transit Company and the commencement of transportation 
operations under the franchise. 

Subsection (a) relates to the issuance or creation of loans, mort- 
gages, deeds of trust, notes, or other securities to any banking or other 
institution or institutions and the Capital Transit Company, in con- 
nection with the contemplated acquisition of assets. 

Subsection (b) would make it unnecessary to secure Interstate Com- 
merce Commission approval of (1) the contemplated acquisition of 
assets, including certificates of public convenience and necessity held 
by Capital Transit Company or a wholly owned subsidiary of it, or 
(2) the issuance of securities provided for in subsection (a). It also 
provides that the proposed acquisition of assets and issuance or crea- 
tion of securities may be accomplished without having to secure 
approval of any District of Columbia agency or commission. 

Subsection (c) provides that this section shall not apply to any 
issuance of securities constituting a public offering to which the Se- 
curities Act of 1933 applies. 

_The purpose of subsection (d) is to make it possible for an individual 
who is now an officer and director of an air carrier (as that term is 
used in section 409 (a) of the Civil Aeronautics Act of 1938) to become 
and continue to be connected with the Corporation (or a subsidiary 
engaged in transportation in the Washington Metropolitan Area) as 
an officer or director or in certain other specified capacities, without 
having to secure prior approval of the Civil Aeronautics Board under 
section 409 (a) of the Civil Aeronautics Act of 1938. 

Subsection (e) provides that section 20a (12) of the Interstate 
Commerce Act shall not require Interstate Commerce Commission 
approval in order for a person who is an officer or director of the 
Corporation to also be an officer or director of any subsidiary of the 
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Corporation engaged in mass transportation of passengers in the 
Washington Metropolitan Area, ‘ ‘ r 

Section 14 is a provision, substantially similar to one contained in 
the contract under which D. C. Transit System, Inc., is to acquire 
the assets of Capital Transit Company, spelling out the respects in 
which D. C. Transit is to become subject to, and responsible for, the 
liabilities of Capital Transit Company. 

Title 1, part 2 

This part consists of sections 21, 22, and 23. 

The effect of these provisions is to insure that Capital Transit Com- 
pany will continue to exist as a corporation, but it is made clear that 
the termination of its franchise, as heretofore provided by law, is 
unaffected. ap pert 1 of title 1 takes effect, Capital Transit Company 
is to be relieved of all liability to remove from the streets and high- 
ways of the District all of its properties and facilities and to restore 
such streets and highways. However, if part 1 of title I does not 
take effect, Capital Transit Company is not relieved of such liability. 


Title II 


This title consists of sections 201, 202, and 203. 

Section 201 of title II of the conference substitute provides that 
part 1 (the franchise provisions) of title I shall take effect on August 
15, 1956, but only if prior thereto D. C. Transit System, Inc. (referred 
to in title II as the “Corporation”) has acquired the assets of Capital 
Transit Company and has notified the Commissioners of the District 
of Columbia in writing that it will engage in the transportation of 
passengers within the District of Columbia beginning on August 15, 
1956. If the Corporation has not acquired the assets of Capital 
Transit Company prior to August 15, 1956, but does thereafter acquire 
such assets, the Conparaniet shall, on the date of such acquisition, 
give written notice thereof to the Commissioners, and part 1 of title I 
shall take effect upon such date of acquisition. 

Subsection (b) of section 201 provides that part 2 of title I, and title 
II, shall take effect upon the date of the enactment of this act. 

Section 202 of the conference substitute provides that if it is deter- 
mined by the Commissioners of the District of Columbia that, due to 
any act or omission on the part of the Corporation, the Corporation 
has not acquired the assets of Capital Transit Company and if such 
Commissioners approve a valid contract, ratified and approved by 
the required number of stockholders of Capital Transit Company, 
between Capital Transit Company and some other corporation provid- 
ing for the acquisition of such assets and if such other corporation is 
also approved by such Commissioners as capable of performing the 
operation contemplated by the franchise provisions of part 1 of title I, 
then the terms “D. C. Transit System, Inc.” and “Corporation” 
as used in this act shall be deemed to mean such other corporation 
for all purposes of this act. In other words such other corporation 
would be granted the franchise in lieu of D. C. Transit System, Inc. 

Section 203 of the conference substitute grants to the Commissioners 
of the District of Columbia, if part 1 (the franchise provisions) of title 
I of this act does not take effect on August 15, 1956, the general au- 
thority to authorize (including authorization of such contractual 
agreements as may be necessary) such mass transportation of passen- 
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gers within the District of Columbia, beginning on and after August 
15, 1956, and until such date as part 1 of title I takes effect, as may 
be necessary for the convenience of the pee The section also pro- 
vides that such transportation shall be furnished to the public at such 
rates and under such terms and regulations as may be recommended 
by the Public Utilities Commission and approved by the Commis- 
sioners of the District of Columbia, There is no intent on the part of 
the managers to _ any powers of eminent domain to the Com- 
missioners under the provisions of this section. 

The title of the bill has been changed to conform with the conference 
agreement. 










Oren Harris, 

JoHN Bett WILLIAMS, 

Perer F. Mack, JR., 

Watrer Rocers, 

Cras. A. WoLvEerRTON, 

Cart HinsHaw, 

James I. Douutver, 
Managers on the Part of the House. 
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84rH ConGREss } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2752 





CONSIDERATION OF H. R. 12050 





Juty 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. O’Net11, from the Committee on Rules, submitted the following 


REPORT 
[To accompany H. Res. 599} 


The Committee on Rules, having had under consideration House 
Resolution 599, report the same to the House with the recommendation 
that the resolution do pass. O 




























84rH CoNnGREsS \ HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2753 





CONSIDERATION OF H. R. 11799 





Juty 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Bouuina, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 600] 


The Committee on Rules, having had under consideration House 
Resolution 600, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84rH ConcrEss \ HOUSE OF REPRESENTATIVES { NOL 
oO. 





CONSIDERATION OF H. R. 9743 





Jury 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Triste, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 601} 


The Committee on Rules, having had under consideration House 
Resolution 601, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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841TH CoNnGREss } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2755 





CONSIDERATION OF H. R. 8902 





Juty 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Comer, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 602] 


The Committee on Rules, having had under consideration House 
Resolution 602, report the same to the House with the recommenda- 


tion that the resolution do pass. 


O 
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84rH CoNnGREss } HOUSE OF REPRESENTATIVES { Report 
2d Session No. 2756 





CONSIDERATION OF H. R. 11261 





Jury 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 603) 


The Committee on Rules, having had under consideration House 
Resolution 603, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 7850 





Juuiy 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Manpen, from the Committee on Rules, submitted the following 


REPORT 
(To accompany H. Res. 604] 


The Committee on Rules, having had under consideration House 
Resolution 604, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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2d Session No. 2758 





CONSIDERATION OF H. R. 7726 





Juty 17, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 605] 


The Committee on Rules, having had under consideration House 
Resolution 605, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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84TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2759 





CITY OF ELKINS, W. VA. 





Jury 18, 1956.—Ordered to be printed 





Mr. Cenuer, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany 8. 2182] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 2182) entitled, 
“An Act for the relief of the city of Elkins, West Virginia,” having 
met, after full and free conference, have agreed to recommend and 
do recommend to their respective Houses as follows: 

That the House recede from its amendment and agree to the same. 

E. L. Forrester, 

Harotp D. Dononvs, 

WituiaM E. MILuer, 
Managers on the Part of the House. 

Price DANIEL, 


JosepH C. O’MaAnONEY, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 2182) entitled, “An Act for the relief of the city of 
Elkins, West Virginia’, submit the following statement in explanation 
of the effect of the action agreed upon and recommended in the 
accompanying conference report as to each of such amendments, 
namely: 


When this proposed legislation passed the Senate it provided: 


That the city of Elkins, West Virginia, is hereby relieved of 
all liability to repay to the United States the sum of $75,000 
(plus any interest which may have accrued thereon), which 
amount represents a loan made to such city by the United 
States on April 5, 1943, through the Reconstruction Finance 
Corporation. In the settlement of the accounts of any certi- 
fying or disbursing officer of the United States full credit 
shall be given for all amounts for which liability is relieved 
by this Act. 
The House amended the bill to read as follows: 


That all of the Airport Revenue Bonds issued by the city 
of Elkins, West Virginia, presently held by the Reconstruc- 
tion Finance Corporation and amounts due thereon or in 
connection therewith, are hereby transferred to the Civil 
Aeronautics Administration, together with all the functions, 
rights, powers, and records of the Reconstruction Finance 
Corporation relating to the said bonds. All receipts and 
recoveries hereafter with respect to said bonds shall be 
covered into the Treasury as miscellaneous receipts. 

Sec. 2. In the settlement of its accounts the Reconstruc- 
tion Finance Corporation shall receive full credit for the said 
bonds and all amounts due thereon or in connection there- 
with. 


In the committee of conference it was agreed that the House would 
recede from its amendment. 
E. L. Forrester, 
Harowup D. Dononvus, 
Witiiam E. Miter, 
Managers on the Part of the House. 


O 
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COMPACT TO PROVIDE FOR DEFINITION OR RELOCATION OF 
COMMON BOUNDARY BETWEEN ARIZONA AND CALIFORNIA 
AND APPOINTMENT BY PRESIDENT OF FEDERAL REPRESENTA- 
TIVE TO COMPACT NEGOTIATIONS 





Jury 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Witu1s, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 11911] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 11911) to authorize negotiations with respect to a compact to 
provide for a definition of relocation of the common boundary between 
Arizona and California, and for the appointment by the President of 
a Federal representative to the compact negotiations, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Amend the title to read as follows: 


A bill to authorize negotiations with respect to a compact to 
store for a definition or relocation of the common boundary 

tween Arizona and California, and for the appointment by 
the President of a Federal representative to the compact 
negotiations. 


EXPLANATION OF AMENDMENT 


The amendment is to correct a printing error. As amended the 
word “of” after ‘‘definition” in the title is changed to “or’’. 


PURPOSE AND STATEMENT 


The purpose of this bill is to grant the consent of Congress to the 
States of Arizona and California to negotiate and enter into a compact 
with respect to the definition or relocation of the common boundary 
line of those States. Such consent is given, however, upon the 
conditions; 
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1, That a representative of the United States Government, 
not a resident of either Arizona or California, be appointed by 
the President to participate in the negotiations and to make a 
report thereof to the President and to the Congress; and, further, 

2. That such compact shall not be binding or effective until it 
has been ratified by the legislatures of those States and the further 
consent of the Congress is obtained. 

The Colorado River, representing approximately 250 miles of the 
boundary line between Arizona and California, historically, meandered 
to such an extent that the location of its midchannel wandered ail 
over the surrounding areas with each successive spring flood. With 
the building of various dams, the course of the river has now been 
substantially controlled and determined and it is desirable that a 
definite boundary line be fixed between Arizona and California. 

Inquiry to the Departments of Interior, Agriculture, Commerce, 
and Justice indicated that those departments had no objection to this 
legislation. 

Made a part of this report is the following letter from Representa- 
tive Patrick J. Hillings. It contains the reasons underlying the need 
for this legislation, the background surrounding it, and the action 
taken by the States of Arizona and California to date and their con- 
templated action under the instant legislation. 





JuLy 12, 1956. 
Hon. Emanurt CrEvuer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: At your request, [ am submitting the follow- 
ing information concerning H. R. 11911, a bill pertaining to an inter- 
state boundary compact between Arizona and California. 

The main purposes of this bill are to provide that the consent of 
Congress be given to the States of Arizona and California to negotiate 
and enter into a compact with respect to the definition or relocation of 
the common boundary of said States; such consent is to be given, 
however, upon the conditions: 

(1) That a representative of the United States, not a resident of 
either Arizona or California, shall be appointed by the President of 
the United States, and that he shall participate in the negotiations 
= shall make a report thereof to the President and to the Congress; 
an 

(2) Such compact shall not be binding or obligatory upon either of 
such States unless and until it has been ratified by their respective 
legislatures and consented to by the Congress of the United States. 

Arizona and California have each by ‘act of their respective legisla- 
tures (ch. 1693, California Statutes of 1953, as amended; Arizona 
‘Laws 1953, ch. 9), provided for the creation of commissions to confer 
with respect’ to the definition or relocation of the common boundary 
of said States and to report to their respective legislatures concerning 
the same and concerning a compact between said States relative to 
the said boundary. 

The boundary between the States of Arizona and California is sub- 
stantially defined, insofar as the Colorado River is concerned, to run 
thence ¢ dies the middle of the channel of said Colorado River to the 
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boundary line between the United States and Mexico. Historically, 
the Colorado River has meandered to such an extent that the location 
of this midchannel as it existed September 9, 1850, the date of the 
adoption of the California Constitution, or at the date of the admission 
of Arizona as a State, or at any other particular time in history, is 
impossible of definite ascertainment. 

‘or many vears each of the two States have realized as the popula- 
tion increased that problems of taxation, criminal jurisdiction, and 
administration of various State laws pertaining to such subjects as 
fish and game, fire hazards, health aiid: safety, school facilities, water 
use, registration of voters, river crossings, etc., made it imperative 
that the boundary be more precisely located or relocated and estab- 
lished. In some segments of the river the channelization work has 
been done and is contemplated by agencies of the Federal Government. 
Dams have been erected. All of these artificial works have affected 
the regimen of the stream. 

The two commissions have held a number of meetings, both sepa- 
rately and jointly. Each has submitted to their respective legisla- 
tures interim reports. These reports contain a summary of treaties, 
legislative enactments, and other actions which historically relate 
to the boundary. In addition, the reports set forth a description of 
the meetings of the respective boundary commissions, a summary of 
historical research, legal research, engineering studies, mapping 
problems, and other activities of the California Commission. 

The March 31, 1955, Report of Colorado River Boundary Commis- 
sion of California was filed with the legislature and informal hearings 
were had thereon before committees of the California Legislature. As 
a result, by chapter 1679, Statutes of 1955, the 1953 statute was 
amended to apres that the commission continue to investigate, 
negotiate, and report to the legislature as to the necessity and advisa- 
bility of a compact between the two States defining or relocating the 
common boundary. In addition, the 1955 California act provided 
that the California Boundary Commission shall “aid, assist and advise 
the Members of the Congress of the United States in regard to securing 
the consent of the Congress to any boundary line heretofore or here- 
after duly fixed by the State of California and the State of Arizona.” 

In order to successfully relocate and establish a boundary between 
Arizona and California by mutual agreement between the two States, 
it will be necessary to obtain the consent of Congress to such agree- 
ment before the same is valid and binding. 

Clause 3 of section 10 of article I of the United States Constitution 
provides that, ‘‘No State shall, without the Consent of Congress, * * * 
enter into any Agreement of Compact with another State or with a 
foreign Power * * *” (25 Op. Cal. Atty. Gen. 181). The consent 
of the United States would only be justified if the agencies affected 
by the proposed boundary are fully advised concerning the same and 
are in agreement with the proposed location or relocation of such 
boundary. It is imperative, therefore, that a Federal representative 
be appointed by the President to participate in negotiations with 
respect to this important matter. Furthermore, it is important that a 
Federal representative be appointed as soon as possible so that he 
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may coordinate the views of the various Federal agencies which might 
have an interest in the boundary location. 
It is my hope that the committee can take favorable action on this 
bill as soon as possible. 
Most sincerely, 


Patrick J. HiLuinegs, 
Member of Congress. 








ht 





84TH Concress ! HOUSE OF REPRESENTATIVES Report 
2d Session | No. 2762 





SETTLEMENT OF CLAIMS ARISING OUT OF THE CRASH 
OF A NAVAL AIRCRAFT AT THE WOLD-CHAMBERLAIN 
AIRFIELD, MINNEAPOLIS, MINN. 





Juty 18, 1956.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Miter of New York, from the Committee on the Judiciary, 
submitted the following 


REPORT 


{To accompany H. R. 12170} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 12170) to remove the present $1,000 limitation which prevents 
the Secretary of the Navy from settling certain claims arising out of 
the crash of a naval aircraft at the Wold-Chamberlain Airfield, 
Minneapolis, Minn., having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide that the 
$1,000 limitation contained in the first section of the act of July 3, 
1943, as amended (31 U.S. C., sec. 223b), shall not apply in the case 
of claims arising out of the crash of a United States Navy aircraft 
near Wold-Chamberlain Airfield, Minneapolis, Minn., on June 9, 1956. 


STATEMENT 


On June 9, 1956, a United States ict airplane crashed and burned 
in a residential area of Minneapolis, Minn. As a result of the crash 
2 adults and 8 children were killed. The children who were killed 
were between the ages of 2 and 8 years. Other b pple were badly 
esenan Four houses were totally destroyed, and other homes were 

amaged. 

The present plight of the families who have suffered as a result of 
the crash is desperate, and this committee recognizes that their need 
is for prompt relief. Therefore, the committee has concluded the 
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proper and most expeditious manner in which to handle the matter 
is to waive as to the persons suffering from this disaster the $1,000 
limitation presently contained in the act of July 3, 1943, as amended 
(sec. 223B of title 31 U.S. C.), and to settle their claims in accordance 
with the existing procedures which have been set up to implement 
the law. 

The Department of the Navy has recognized the urgency of the 
matter. There is appended to this report a letter from Hon. Charles 
S. Thomas, Secretary of the Navy, to Congressman Walter H. Judd, 
in which the Secretary stated that the Navy has so recognized the 
urgency of the situation. Mr. Thomas stated in regard to this bill, 
H. R. 12170, that— 


Favorable action by the Congress upon the bill which you 
have introduced to waive the $1,000 limitation in these cases 
appears to be the best way to insure that all of these claimants 
receive timely reimbursement for their damages. Accord- 
ingly, I join you in hoping that this bill will be enacted. 


In view of this recommendation, and the desperate plight of the 
innocent victims of the unfortunate accident, this committee strongly 
recommends that H. R. 12170 be considered favorably. 


DEPARTMENT OF THE Navy, 
Washington, July 13, 1956. 
Re H. R. 12170. 
Hon. Watrer H. Jupp, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Jupp: Receipt is acknowledged of your letter of 
July 10, 1956, in regard to the Navy aircraft crash at Wold-Chamber- 
lain Field, June 9. You note that under existing law the larger 
claims arising out of this unfortunate accident will require the approval 
of Congress. You urge that the Navy review these outstanding 
claims and redouble its efforts to arrive at agreeable settlement figures, 
wherever possible, within the next week or 10 days so that they may 
be certified to Congress this session and acted upon prior to its 
adjournment. 

ou state that meanwhile ~ have introduced a bill which would 
give the Navy the same authority to settle and pay claims arising 
from this jet-plane crash in excess of $1,000 as it now has for claims 
under this amount. 

ar ig receipt of your letter the matter was referred to the Office 
of the Judge Advocate General which has been maintaining close 
supervision of its progress in the field. That office immediately 
contacted our representatives in Minneapolis to ascertain the present 
status of these claims. I 2m now advised that none of the larger claims 
have actually been filed with the Navy thus far. However, all of the 
large claims have been fully documented as to property damage, both 
ae and personal, and the completed claims will be ready for submis- 


sion to local Navy authorities as soon as a determination can be made 
as to the amounts to be requested on account of the deaths involved. 
A conference between Navy representatives and claimants’ attorneys 
to resolve the question of the death benefits in these cases is scheduled 
for Monday, July 16. Following this conference it is anticipated that 
most of the claimants will be in a position to submit their claims, after 
which the Navy will act upon them as expeditiously as possible, 
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I am sure you understand that the Navy fully appreciates the 
uegency of this matter and has done and is doing everything it can to 
expedite the processing of these claims. Unfortunately, however, 
the larger claims here which involve destroyed homes, personal injury, 
and death could not be expedited too much because the claimants 
as. ore time in order fully to explore, itemize, and document their 
osses. 

Since it appears to be a matter of some days before any of these large 
claims will reach the Navy Department, it is unlikely that there 
will be time for me to certify them to Congress for its approval this 
session. It is my understanding in this connection that the Senate 
Appropriations Committee have set a deadline of July 18 for the 
receipt of supplemental appropriation bills, which are usually the 
vehicle for certified claims. The Navy, of course, will continue to 
make every effort to expedite these cases. 

Favorable action by the Congress upon the bill which you have 
introduced to waive the $1,000 limitation in these cases appears to be 
the best way to insure that all of these claimants receive timely 


reimbursement for their damages. Accordingly, I join you in hoping 
that this bill will be enacted. 


Sincerely yours, 
Cuarues S. THomas, 
Secretary of the Navy. 


—__—_— 


House or REPRESENTATIVES, 
Washington, D. C., July 17, 1956. 
Re H. R. 12170, a bill to remove the present $1,000 limitation which 


prevents the Secretary of the Navy from settling certain claims 

arising out of the crash of a naval aircraft at the Wold-Chamberlain 

Airfield, Minneapolis, Minn. 

Hon. EmMANueEL CELLER, 
Chairman, House Committee on the Judiciary, 
House Office Building, Washington, D. C. 

Dear Mr. CuarrMan: In the crash of a Navy jet in Minneapolis 
on June 9, 1956, 2 adults, 8 children between the ages of 2 and 8 years 
were killed, and several others badly burned. Four houses were 
totally destroyed and others damaged. 

The families affected are in desperate need of relief, but, of course, 
it will not be possible to determine final claims before adjournment of 
this Congress. It would add cruelty to suffering already sustained if 
the injured persons had to wait for relief until next January. 

The Navy has been most cooperative but realizes the necessity for 
passage of H. R. 12170, or something like it, if the victims are to receive 
the consideration from their Government which they so urgently need 
and deserve. 

The Navy has already settled 3 personal property damage claims of 
less than $1,000. It foresees about 17 additional potential claims. 
Most include both personal and property damages. On July 16, 1956, 
attorneys of the familites injured met in Minneapolis with Navy 
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officials and tentatively agreed that the claims for deaths, in accordance 
with Minnesota law, might well be: 


PP, UG CLT. on oc cban co eran co ncndee sbeccdonnekacnns $35, 000 
8 children, at $10,000 each 80, 


TIN asic aya bs vin i: anak cl cincey Bibi va Gal indie Gira seks ARLE waa cad en OO ae ee 115, 000 


In addition there are several severe burn cases, nervous shock, etc., 
in which the proper settlement cannot be determined for some time. 

Four houses were completely destroyed. Their value has been 
appraised at approximately $12,000 to $13,000 each. Damages to 
other houses range from $100 to perhaps $5,000. 

Because of the human factors involved in this tragic case, I believe 
there will be no opposition to approval of this bill by any Members 
of the Congress. May I respectfully urge that it be taken up by the 
committee and reported favorably in the next day or so, in order to 
complete action before adjournment. I shall be happy to appear 
before the committee at any time. 

Enclosed is a copy of the Navy’s letter approving and requesting 
passage of the bill. 

Sincerely yours, 
Warrnr H. Jupp. 


O 
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2d Session No. 2763 





PROVIDING AN INVESTIGATION OF KIDNAPING BY THE 
FEDERAL BUREAU OF INVESTIGATION WITHIN 24 
HOURS AFTER THE OCCURRENCE 





Jury 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Roptno, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 800) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 800) to amend section 1201 of title 18 of the United States 
Code to authorize the Federal Bureau of Investigation to initiate 
investigations of any kidnaping in which the victim has not been 
released within 24 hours after his seizure, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


The purpose of the bill is to amend subsection (b) of section 1201 of 
title 18, United States Code, in order to provide that the Federal 
Bureau of Investigation may officially enter the investigation of a 
violation of section 1201 (a) of title 18, United States Code—the kid- 
naping statute—within 24 hours after the victim shall have been 
bidaanelk instead of 7 days as provided under existing law. 


GENERAL STATEMENT 


Statements in support of the proposed bill were received by the 
Committee on the Judiciary from Representative Keating, the author 
of the bill, and Representatives Derounian and Dorn of New York. 

Section 1201 (a) of title 18, United States Code, provides that any- 
one who knowingly transports in interstate or foreign commerce a per- 
son who has been unlawfully seized, confined, inveigled, decoyed, kid- 
naped, abducted, or carried away and held for ransom or reward, or 
otherwise, commits the crime of kidnaping. An exception is made, 
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however, in the case of a minor taken by a parent thereof. The stat- 
ute edhe} punishment by death if the subject of the kidnaping has 
not been liberated unharmed and if such a verdict is recommended by 
the jury. Otherwise the punishment is imprisonment for any term of 
years or for life, if the death penalty is not imposed. 

Subsection (b) presently provides that if the victim has not been re- 
leased within 7 days after he shall have been kidnaped, a rebuttable 
presumption is created that such person has been transported in inter- 
state ar foreign commerce. Subsection (c) defines the crime of con- 
spiracy to violate this section. 

The substantive crime of kidnaping was enacted into law by the 
act of June 22, 1932 (47 Stat. 327). That act did not provide for the 
creation of the rebuttable presumption, predicated upon the failure 
to release the victim within 7 days after the occurrence of the crime, 
that the victim had been transported in interstate or foreign commerce. 
Federal jurisdiction in that act was predicated upon the actual 
transportation of the victim in either interstate or foreign commerce. 

The act of May 18, 1934, amended the existing law by creating a 
rebuttable presumption that the failure to release the victim within 
7 days after he shall have been kidnaped, in violation of section 1201, 
that such person had been transported in interstate or foreign com- 
merce. The effect of that amendment was to permit the Federal 
Bureau of Investigation to initiate officially an investigation of a 
violation of section 1201, of title 18, United States Code, 7 days after 
the date the crime was committed. The jurisdiction of the Federal 
Government arose out of the rebuttable presumption that the kid- 
naped person had been transported in interstate or foreign commerce 
because he had not been released within 7 days after being kidnaped. 

That presumption, of course, was not conclusive; it was a presump- 
tion of fact which could be rebutted by credible evidence. In addi- 
tion, the amendment had for its purpose the clearing up of borderline 
cases justifying Federal investigation in most of such cases, and as- 
sured the validity of Federal prosecutions in which prosecution might 
be questionable under the then present form of the statute. More- 
over, the legality of such a presumption was clearly within the case 
law established by the United States Supreme Court. 

Since the enactment of the act of May 18, 1934, the record of the 
Federal Bureau of Investigation in the apprehension and conviction 
of persons violating section 1201 of title 18 of the United States Code 
has been outstanding. The Committee on the Judiciary is well 
acquainted with the remarkable and efficient technique developed by 
the Federal Bureau of Investigation in the detection, apprehension 
and the conviction of perpetrators of the heinous crime of kidnaping. 
The committee feels that it is not necessary to dwell upon the ability 
of the Federal Bureau of Investigation along these lines, since the 
record is so well known and speaks for itself. 

However, during the past few years kidnapings have occurred which 
have unfortunately resulted in the deaths of innocent victims. With- 
out criticizing any law enforcement agency, it is the opinion of the 
committee that the efficient work of the Federal Bureau of Investiga- 
tion, had it been able to initiate its official investigations prior to the 
statutory period of 7 days after the date of occurrence, might well 
have prevented the tragic deaths of the victims. The mere appre- 
hension and conviction of these criminals is one aspect of the problem. 
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The other is to preserve the life of the victim. Another factor to be 
considered which, in the opinion of the committee, strengthens the 
need for the proposed bill, is the recognition of the worldwide reputa- 
tion of the Federal Bureau of Investigation for the apprehension and 
conviction of kidnapers. The fact that a potential kidnaper would 
be cognizant of the fact that the Federal Bureau of Investigation 
would take up his trail within 24 hours after the commission of the 
crime should prove to be a deterrent in the minds of those criminals. 

There appears to be no valid reason why the Federal Bureau of 
Investigation should be compelled to stand by for 7 days after the 
date of the occurrence of the crime before initiating an official investiga- 
tion. Here it should be noted that when subsection (b) of the present 
statute was enacted into law the Senate version of that act provided 
that the Federal Bureau of Investigation should initiate its investiga- 
tion within a period of 3 days after the kidnaping. The report which 
accompanied the bill as it was reported by the House does not explain 
why the change was made from 3 to 7 days. It can only be surmised 
that the 7-day period was a compromise. 

In view of the above reasons, your committee recommends the 
favorable enactment of the bill, H. R. 800. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is priated below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present provisions proposed to be stricken are enclosed 
in black brackets; and new provisions proposed to be inserted are 
shown in italic. 


Tirte 18, Untrep States Cope 


Chapter 55.—KIDNAPING 
Sec. 
1201. Transportation. 
1202. Ransom money. 


§ 1201. Transportation. 


(a) Whoever knowingly transports in interstate or foreign com- 
merce, any person who has been unlawfully seized, confined, inveigled, 
decoyed, kidnaped, abducted, or carried away and held for ransom or 
reward or otherwise, except, in the case of a minor, by a parent thereof, 
shall be punished (1) by death if the kidnaped person has not been 
liberated unharmed, and if the verdict of the jury shall so recommend, 
or (2) by imprisonment for any term of years or for life, if the death 
penalty is not imposed. 

(b) The failure to release the victim within [seven days] twenty-four 
hours after he shall have been unlawfully seized, confined, inveigled, 
decoyed, kidnaped, abducted, or carried away shall create a rebuttable 
presumption that such person has béen transported in interstate or 
foreign commerce. 

(c) If two or more persons conspire to violate this section and one 
or more of such persons do any overt act to effect the object of the 
conspiracy, each shall be punished as provided in subsection (a). 


O 
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PERMITTING ANY STATE OF THE UNITED STATES OR ANY POLITI- 
CAL SUBDIVISION OF ANY SUCH STATE TO PURCHASE FROM 
THE DISTRICT OF COLUMBIA REFORMATORY AT LORTON, VA., 
GUN MOUNTINGS AND CARRIAGES FOR GUNS FOR USE AT 
HISTORIC SITES AND FOR MUSEUM DISPLAY PURPOSES 





Juty 18, 1956.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 11968] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 11968) to permit the State of New York to purchase 
from the District of Columbia Reformatory at Lorton, Va., gun 
mountings and carriages for guns for use at historic sites and for 
museum display purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill, 
H. R. 11968, do pass. 

The amendments are as follows: 

On page 1, line 3, strike out “the State of New York” and insert 
“any State of the United States or any political subdivision of any 
such State’’. 

Amend the title to read as follows: 


A bill to permit any State of the United States or any 

olitical subdivision of any such State to purchase from the 

istrict of Columbia Reformatory at Lorton, Virginia, gun 
mountings and carriages for guns for use at historic sites 
and for museum display purposes. 


The District of Columbia Reformatory at Lorton, Va., has developed 
a craft of manufacturing replicas of historic gun mountings and car- 
riages, using prison labor to produce these items. These guns have 
been very much in demand by certain District and Federal agencies 
and the reformatory from time to time has manufactured such guns 
for their use. 
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The purpose in the bill, as originally drafted, is to permit the sale 
of such guns to the State of New York, which is interested in buying 
this item from the reformatory. Since the time the bill was intro- 
duced it develops that other States and political subdivisions might be 
interested in purchasing such guns in the future and it was felt that 
it would be best to amend the bill so as to permit the sale of these guns 
to any of the other States, as well as a political subdivision thereof. 

The legislation has the approval of the Commissioners of the District 
of Columbia. 
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FOREIGN TAX CREDIT FOR INCOME TAX PAID WITH 
RESPECT TO ROYALTIES, ETC. 





JuLy 18, 1956.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 7643] 


The Committee on Ways and Means, to whom was referred the bill 
(H, R. 7643) to amend the Internal Revenue Code of 1939 and the 
Internal Revenue Code of 1954 with respect to foreign tax credit for 
United Kingdom income tax paid with respect to royalties and other 
like amounts, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 


Page 3, line 3, strike out “1945,” and insert in lieu thereof: ‘1950,”. 


PROVISIONS OF THE BILL 


This bill, as reported, amends the foreign tax credit provisions in the 
Internal Revenue Code of 1939 and the Internal Revenue Code of 
1954. It provides that a United States recipient of a royalty for 
the use of copyrights, patents, and other similar properties derived 
from sources within the United Kingdom is to be deemed for the 
purposes of the foreign tax credit to have paid any income, war profits, 
or excess-profits taxes paid to the United Kingdom by which such 
royalty was reduced if the recipient elects to include in its gross 
income the amount of the United Kingdom tax. The change made 
by your committee’s bill, as amended, isto apply for all taxable years 
beginning on or after January 1, 1950. 


REASONS FOR THE BILL 


Under the tax laws of the United Kingdom, royalties and dividends 
paid by British corporations are treated as advance payments of the 
shareholder’s, or royalty recipient’s tax. Recipients of such dividends 


90015°—57 H. Rept., 84-2, vol. 4——114 

















2 FOREIGN TAX CREDIT FOR INCOME.TAX PAID, ETC. 


or royalties who are subject to income tax by the United Kingdom are 
taxed on the gross amount of the dividends or royalties and are con- 
sidered to have paid the tax on the dividends or royalties previously 
collected from the corporate payor. 

The Supreme Court decision in Biddle v. Commissioner, (302 U. S. 
573 (1938)), held that a United States shareholder receiving dividends 
from a British corporation was not considered to have paid the 
corporate taxes by which the dividends were reduced and, therefore, 
was not entitled to the foreign tax credit for such taxes. In the same 
manner the courts have not permitted a United States recipient of a 
royalty from a British corporation to take a foreign tax credit for the 
British taxes imposed upon the royalty payment. (See Irving Air Chute 
Co. v. Commissioner, 143 F. 2d 256 (CCA-2, 1944).) 

To prevent double taxation a tax convention with the United 
Kingdom, for taxable years beginning on or after January 1, 1945, 
provides that British corporate taxes on dividends paid to United 
States shareholders are considered to have been paid by the share- 
holder. This overcomes the effect of the Biddle decision and allows 
a foreign tax credit for the taxes paid. (See subdivision (1) of art. XIII 
of the Income Tax Convention with the United Kingdom and Great 
Britain and Northern Ireland.) Under this same tax convention 
(subdivision (2) of art. VIII), royalties paid by a British corporation 
to a United States recipient are not subject to the British corporate 
tax unless the recipient has a permanent business establishment in 
the United Kingdom. This also was provided to prevent double 
taxation. 

Both the tax-credit approach for dividends and the exemption ap- 
proach for royalties which are provided under the income-tax conven- 
tion accord the same relief from the application of the Biddle decision 
since the British corporate tax rate is less or equal to the United States 
corporate tax rate. Presently, the United Kingdom imposes a 42.5- 
percent corporate tax which is eligible for credit, and the United States 
imposes a 52-percent corporate tax. 

In either situation the United States taxpayer has the same amount 
left after taxes. In the case of a dividend recipient, the full dividend 
is reported and a foreign tax credit (42.5 percent) for the British taxes 
paid is allowed as a credit against the United States tax liability (52 
percent). In the case of a royalty recipient, the full amount is re- 
ported since the royalty is not subject to British taxes under the con- 
vention and a 52-percent United States corporate tax is paid. 

However, where a United States royalty recipient has a permanent 
business establishment in the United Kingdom, no relief from double 
taxation is available under the existing income-tax convention. In 
this case the royalties are reduced by British corporate taxes and the 
royalty recipient is not entitled to a foreign tax credit as a result of the 
Biddle and Irving Air Chute Co. decisions. 

This bill would give United States royalty recipients who have 
permanent business establishments in the United Kingdom the same 
relief accorded to dividend recipients under the income-tax convention 
which is as near to the treatment provided for other royalties as it is 
possible to provide without reopening the present tax convention 
with the United Kingdom. 

This bill has been reported unanimously by your committee. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


SecTION 131 (e) or THE INTERNAL REVENUE CopDE oF 1939 


SEC. 131. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF 
UNITED STATES. 
(a) ALLOWANCE oF CrEpIT.— * * * 
* a a * e " P 


(e) Proor or Crepits.—The credits provided in this section shall 
be allowed only if the taxpayer establishes to the satisfaction of the 
Commissioner (1) the total amount of income derived from sources 
without the United States, determined as provided in section 119, 
(2) the amount of income derived from each country, the tax paid or 
accrued to which is claimed as a credit under this section, such amount 
to be determined under rules and regulations prescribed by the Com- 
missioner with the approval of the Secretary, and (3) all other informa- 
tion necessary for the verification and computation of such credits. 
For the purposes of this section, the recipient of a royalty or other amount 
paid as consideration for the use of, or for the privilege of using, copy- 
— ents, designs, secret processes and formulas, trademarks, and 
0 like property, and derived from sources within the United Kingdom 
of Great Britain and Northern Ireland, shall be deemed to have paid any 
income, war-profits, and excess-profits taxes paid to the United Kingdom 
with respect to such royalty or other amount (including the amount by 
which the payor’s United Kingdom taz was soauaeel by inability to 
deduct such royalty or other amount) if such recipient elects to include in 
its gross income the amount of such United Kingdom tar. 


Section 905 (B) oF THE INTERNAL REVENUE Cope oF 1954 


SEC. 905. APPLICABLE RULES. 

(a) Year in Wuicu Crepit Taken.—* * * 

(b) Proor or Crepits.—The credits provided in this subpart shall 
be allowed only if the taxpayer establishes to the satisfaction of the 
Secretary or his delegate— 

(1) the total amount of income derived from sources without 
the United States, determined as provided in part I, 

(2) the amount of income derived from each country, the tax 
paid or accrued to which is claimed as a credit under this subpart, 
such amount to be determined under regulations prescribed by 
the Secretary or his delegate, and 

(3) all other information necessary for the verification and 
computation of such credits. 

For the purposes of this subpart, the recipient of a royalty or other 
amount paid as consideration for the use of, or for the privilege of using, 
copyrights, patents, designs, secret processes and formulas, trademarks, 
and other like property, and derived from sources within the United 
Kingdom of Great Britain and Northern Ireland, shall be deemed to 
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have paid any income, war-profits and excess-profits taxes paid to the 
United Kingdom with respect to such royalty or other amount (including 
the amount by which the payor’s United Kingdom tar was increased by 
inability to deduct such royalty or other amount) if such recipient elects 
to include in its taxable income the amount of such United Kingdom tar. 
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84TH ConGrEss HOUSE OF REPRESENTATIVES Revort 
2d Session No. 2766 





DESIGNATING SEPTEMBER 17-23 AS CONSTITUTION 
WEEK 





Juty 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Hiturnes, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany 8S. J. Res. 105] 


The Committee on the Judiciary, to whom was referred the joint 
resolution (S. J. Res. 105) authorizing the President of the United 
States to designate the period beginning September 17 and ending 
Septem! + 23 of each year as Constitution Week, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 


GENERAL STATEMENT 


Senate Joint Resolution 105 authorizes and requests the President 
to designate the period of September 17—23 of each vear as Constitution 
Week. The purpose of this resolution is to call to the attention of 
the American people the true significance of the events that occurred 
during the week of September 17-23 in 1787. It was on September 
17, 1787, that the United States Constitution was approved unani- 
mously by the delegates. In the week following the proposed Con- 
stitution was made known to the people throughout the country. 
The House Judiciary Committee is of the opinion that the official 
designation of this week as Constitution Week will result each year 
in a revitalization of the appreciation by the American people of our 
great heritage which is the Constitution. 

In the Ist session of the 84th Congress, Senate Concurrent Resolu- 
tion 40 was agreed to which designated September 17-23 of 1955 as 
Constitution Week. Previously, in the 82d Congress, House Joint 
Resolution 314 was enacted which designated September 17 of each 
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year as Citizenship Day. This resolution does not displace the cele- 
bration of September 17 of each year as Citizenship Day. 

House Joint Resolution 630 is a similar resolution introduced by 
the Honorable Edgar W. Hiestand of California in this Congress but 
it is more expeditious to act on Senate Joint Resolution 105. The 
House Judiciary Committee considers Senate Joint Resolution 105 
meritorious and accordingly recommends its favorable consideration. 


0 
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TOWN OF FREEPORT, MAINE 





Juuy 18, 1956.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Miter of New York, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany S. 3650] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 3650) for the relief of town of Freeport, Maine, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


The facts will be found fully set forth in Senate Report No. 2330, 
84th Congress, which is appended hereto and made a part of this 
Pag te Therefore, your committee concurs in the recommendation of 
the Senate. 


[S. Rept. No. 2330, 84th Cong., 2d sess.] 


The purpose of the proposed legislation is to pay to the town of 
Freeport, Maine, the sum of $2,500 for reimbursement of a portion of 
certain costs incurred by the town when a bridge was destroyed during 
the hurricane of 1954. 

STATEMENT 


Public Law 875 of the 81st Congress, an act to authorize Federal 
assistance to States and local governments in major disasters, pro- 
vided for Federal assistance in ‘making emergency repairs to and 
temporary replacements of public facilities of local governments 
damaged or destroyed in such major disasters, and making contri- 
butions to States and local governments for purposes stated * * *.” 

During the hurricanes of 1954 a bridge was washed out in the town 
of Freeport, Maine. Under emergency State legislation and Public 
Law 875 of the 81st Congress that State and Federal Governments 
would each have borne half of the cost of replacement. The cost of 
restoration of the washed-out bridge was determined to be $8,000. 
If the town of Freeport had restored the bridge, the State and Federal 
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Governments would. each have contributed $4,000 to the restoration. 

The town of Freeport, however, noting that the bridge served only a 
single resident beyond the washout, undertook to reduce the sum of 
$8,000 by purchasing the property served by the washed-out a, 
and then reselling the property with a stipulation that the bridge would 
not be restored, 

The town proceeded to purchase the property for $10,000 and then 
sold it for $5,000 under an agreement with the buyer that the bridge 
would not be restored. The net deficit then was $5,090, or $3,000 less 
than the cost of replacement of the bridge. 

The State of Maine adopted a liberal construction of its disaster- 
relief laws and reimbursed the town, for half the cost of this trans- 
action, in the amount of $2,500. 

The town submitted an application for Federal reimbursement for 
the remaining $2,500. The application was not approved. 

The Administrator of the Federal Civil Defense Administration in a 
report, dated May 25, 1956, which is printed in full below, has advised 
the committee: 

“Had the town of Freeport made application to the Federal Civil 
Defense Administration for the emergency repair or temporary re- 
placement of the bridge, this Administration, under the authority of 
subsection 3 (d) of Public Law 875, would have been authorized to 
make a financial contribution for the temporary replacement of the 
bridge; or in the alternative, a financial contribution in an amount 
equal to the cost of the temporary replacement toward the permanent 
repair of the bridge. Since the town of Freeport elected to purchase 
the property and resell to the purchaser with the stipulation that the 
responsibility for the bridge and the maintaining of the road ap- 
proach to the bridge would no longer be the responsibility of the town 

f Freeport, the Federal Civil Defense Administration could not con- 
sider a bridge which was being abandoned an “essential facility” 
within the meaning of the act, and the application of the town of 
Freeport was therefore denied. 

“The estimated cost of the permanent replacement of the bridge was 
$8,000. The town of Freeport elected to purchase the property for 
$10,000, and to resell to a new owner for $5,000, resulting in a deficit 
of $5,000 to the town. As mentioned above, the sale by the town 
contained the stipulation that there was to be no liability for the 
replacement or maintenance of the bridge. If the town had sub- 
mitted an application for the repair or replacement of the bridge, the 
Federal share of the expense would have been one-half of $8,000 
($4,000) upon approval of the application. : 

“The solution of the town of Freeport to the repair or replacement 
of the bridge appears to us a very sensible and reasonable manner of 
resolving the problem. Although the town of Freeport has no claim 
against the Federal Government under law, the merits of S. 3650 are 
such that the Federal Civil Defense Administration would interpose 
no objection to the enactment of the bill into law.” 

The committee believes that the net result of the action by the town 
was to reduce by $1,500 the amount which the Federal Government 
would otherwise have paid, and the committee does not believe that 
the town should be penalized for its initiative. Accordingly, the com- 
mittee recommends the proposed legislation favorably. 
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Attached and made a part of this rt is a letter, dated May 25, 
1956, from the Aduiuntontesol tay Widwel Cwil Defence Adela 
istration. 


Feperat Civi, Derense ADMINISTRATION, 
Nationat HeapQuaRTERS, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., May 26, 1956. 
Hon. James O. Eastianp, 


hairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: This is with reference to your letter of April 
25, 1956, requesting a report from this Administration on S. 3650, 
. cant the relief of the town of Freeport, Maine, in the amount of 

The $2,500 which would be authorized for payment to the town of 
Freeport under the bill represents the amount requested by the town 
in an application for Federal contributions under section 3 (d) of 
Public Law 875, 81st Congress, the Federal Disaster Act of 1950. 

The application to FCDA for $2,500 was to cover one-half of the 
town’s loss as a result of “purchase and sale of a house.” The amount 
represented one-half of the cost to the town of a transaction instituted 
for the purpose of relieving the town of responsibility for reconstruc- 
tion of a bridge which was destroyed in a major natural disaster. 
‘The purchase of the house by the town also relieved it of the respon- 
sibility for maintenance of the bridge and a part of the road leading 
thereto in the future. 

The Federal Civil Defense Administration could not favorably 
consider the application of Freeport, Maine, since Public Law 875 
confers no authority to make contributions for such purposes. The 
Federal Disaster Act was designed to assist States and local govern- 
ments in carrying out their responsibilities ‘to repair essential public 
facilities in major disasters.” 

Section 3 (d) of the act, in pertinent part, authorizes Federal 
agencies to provide assistance by: “Making emergency repairs to 
and temporary replacements of public facilities of local governments 
damaged or destroyed in such major disaster, and making contribu- 
tions to States and local governments for purposes stated in sub- 
section (d).’”’ 

Had the town of Freeport made application to the Federal Civil 
Defense Administration for the emergency repair or temporary 
replacement of the bridge, this Administration, under the authority 
of subsection 3 (d) of Public Law 875, would have been authorized 
to make a financial contribution for the temporary replacement of 
the bridge; or in the alternative, a financial contribution in an amount 
equal to the cost of the temporary replacement toward the perma- 
nent repair of the bridge. Since the town of Freeport elected to 
purchase the property and resell to the purchaser with the stipula- 
tion that the responsibility for the bridge and the maintaining of the 
road approach to the bridge would no longer be the responsibility of 
the town of Freeport, the Federal Civil Defense Administration could 
not consider a bridge which was being abandoned an “essential fa- 
cility” within the meaning of the act, and the application of the town 
of Freeport was therefore denied. 
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The estimated cost of the permanent replacement of the bridge 
was $8,000. The town of Freeport elected to purchase the property 
for $10,000, and to resell to a new owner for $5,000, resulting in a 
deficit of $5,000 to the town. As mentioned above, the sale by the 
town contained the stipulation that there was to be no liability for 
the replacement or maintenance of the bridge. If the town had 
submitted an application for the repair or replacement of the bridge, 
the Federal share of the e se would have been one-half of $8,000 
($4,000) upon approval of the application. 

The solution of the town of Freeport to the repair or replacement 
of the bridge appears to us a very sensible and reasonable manner of 
resolving the problem. Although the town of Freeport has no claim 
against the Federal Government under law, the merits of S. 3650 are 
such that the Federal Civil Defense Administration would interpose 
no objection to the enactment of the bill into law. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this report. 

Siaseraly, 


Vat PEererson. 


O 
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AMENDING SECTION 4 (a) OF THE VOCATIONAL 
REHABILITATION ACT, AS AMENDED 





Jury 18, 1956. —Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Barpen, from the Committee on Education and Labor, submitted 
the following 


REPORT 


[To accompany S. 3875] 


The Committee on Education and Labor, to whom was referred 
the bill (S. 3875) to amend section 4 (a) of the Vocational Rehabilita- 
tion Act, as amended, having considered the same, i favorably 


thereon without amendment and recommend that the bill do pass. 


EXPLANATION 


The bill S. 3875 extends for 1 additional year section 4 (a) (2) of 
the Vocational Rehabilitation Act of 1954. Under existing law this 
section expires June 30, 1956. 

This particular section is one of several so-called special project 
grants established by the 1954 act. Its objective is to encourage, on 
a nationwide basis, substantial expansion of vocational rehabilitation 
programs within the various States. These particular grants are made 
to State vocational rehabilitation agencies or to cooperating nonprofit 
agencies for the purpose of planning, preparing for, and initiating such 


ansion pro s. 

The start of the program was delayed because of a provision in the 
1955 Supplemental Appropriations Act which requires recipients to 
match each $2 of Federal funds with $1 of non-Federal money, either 
from State funds or from the nonprofit agencies involved. This re- 
quirement was not anticipated when the expiration date of June 30, 
1956, was incorporated in the 1954 Vocational Rehabilitation Act. 
For this reason the committee is convinced the only way the original 
objectives of the bill can be accomplished is to extend the program 
for an additional year until June 30, 1957. 
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Substantial progress in bringing about expansion pro; in this 
he has been reported by the Department of Health, Education, and 
are, 


DEPARTMENTAL REPORT 


The text of the report on H. R. 11369 (identical to S. 3875) is as 
follows: 


DepartTMENT OF Heattu, Epucation, anp Wx8LFARE. 
Washington, July 2, 1956. 
Hon. Granam A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This letter is in response to your request of 
June 12, 1956, for a report on H. R. 11369, a bill to amend section 4 (a) 
of the Vocational Rehabilitation Act, as amended. 

This bill would amend section 4 (a) (2) of the Vocational Rehabili- 
tation Act by extending authority to June 30, 1957, for grants for 
planning, preparing for, and initiating a substantial nationwide 
expansion of vocational rehabilitation programs in the States. Under 
the present authority, which expires June 30, 1956, grants may be 
made directly either to State vocational rehabilitation agencies or to 
nonprofit agencies which develop cooperative expansion projects with 
State rehabilitation agencies. The 1955 Supplemental Appropriation 
Act (Public Law 663, 83d Cong.) and the 1956 Appropriation Act 
(Public Law 195, 84th Cong.) required that not more than $2 of the 
funds made available under section 4 (a) (2) should be expended for 
any project for each $1 that the grantee, or the grantee and the State, 
apenas for the same purpose, 

he Vocational Rehabilitation Act was approved August 3, 1954, 
and the 1955 Supplemental Appropriation Act became effective 
August 18, 1954. Information on Federal funds available for ex- 
pansion projects and instructions for project applications were issued 
to the States on October 14, 1954. Since projects then had to be 
formulated and developed, few expansion projects during fiscal 1955 
got under way until the last 6 months of the fiscal year. Because of the 
inevitable timelag in the initiation of the expansion project program 
the objectives of this authorization will not be fully realized by 
June 30, 1956. 

The importance and significance of section 4 (a) (2)—particularly 
of its acceptance by the States and nonprofit community agencies, and 
the great impetus that acceptance has given to the rehabilitation pro- 
gram across the country—is evidenced by the fact that during the 
past 16 months grants have been made for 139 expansion projects in 
49 States and Territories, totaling $1,769,541. 

Grants totaling $336,001 were made to State vocational rehabili- 
tation agencies in support of 28 expansion projects. The majority of 
these expansion projects enabled the State rehabilitation agencies to 
add staft for specialized activities and to purchase rehabilitation serv- 
ices for a greater number of disabled persons. 

Grants totaling $1,433,540 were made to community nonprofit or- 
ganizations for partial support of 111 expansion projects developed in 
cooperation with State rehabilitation agencies. The nonprofit organi- 
zations contributed upward of $700,000 toward the ansion of re- 
habilitation services and facilities for disabled persons in the States. 
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The value of the expansion project program under section 4 (a) (2) 
in strengthening and expanding community resources and increasing 
their involvement in the national rehabilitation program is further 
illustrated by the variety of expansion projects and the many types 
of voluntary organizations which are participating in them. "Tos 
example, expansion grants were made to 19 dwill Industries. to 
enlarge their workshops to substantially increase employment oppor- 
tunities for severely disabled persons. Local units of the National 
Society for Crippled Children and Adults and United Cerebral Palsy 
participated in 17 expansion projects to enlarge community rehabili- 
tation centers and 2 epg services for the severely disabled. 
Fifteen community affiliates of the American Hearing a and 
other nonprofit groups were able to initiate or enlarge speech and 
hearing clinics to provide needed services for more persons. A total 
of 17 nonprofit organizations participated in the expansion of re- 
habilitation services for the blind. Grants were made to these and 
various other community nonprofit organizations to expand 40 
rehabilitation centers and to enlarge 38 sheltered workshops. 

Experience in the administration of section 4 (a) (2) expansion 
grants demonstrates that many nonprofit groups and organizations 
are prepared and willing to pool their financial resources, their skills, 
and their experience with those of the Federal and State Governments 
to extend rehabilitation services to more disabled persons in the 
community and the State. The voluntary agencies are a vital and 
integral part of the rehabilitation potential of the Nation. 

Section 4 (a) (2) has afforded the States sufficient. administrative 
flexibility to develop the interest of voluntary groups in a nationwide 
expansion of our rehabilitation resources and programs. No other 
provision of the Vocational Rehabilitation Act authorizes direct 
matching of nonpublic funds to develop and expand rehabilitation 
services and facilities for the handicapped. 

From the foregoing, it is apparent that section 4 (a) (2) has made 
a substantial contribution to the vocational rehabilitation program. 
Thus, the original concept behind section 4 (a) (2) ae to have 
been thoroughly sound. The question posed by H. R. 11369 is 
whether the method of section 4 (a) (2), which was originally con- 
ceived solely as a 2-year program, should be extended at least tempo- 
rarily. Although it is our belief that the major focus of the voca- 
tional rehabilitation program should always be toward the State re- 
habilitation agencies, we are considering the possible inclusion in the 
Department’s legislative program for next year 2 recommendation for 
a temporary continuation of section 4 (a) (2). However, we have 
no final recommendation for the committee at this time. 

In the event that the committee should desire to report favorably 
on H. R. 11369, the committee may also wish to consider including 
mpatracinte matching requirements in the substantive legislation, 
rather than in appropriations language. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
M. B. Fotsom, Secr: tary. 
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4 AMEND VOCATIONAL REHABILITATION ACT, AS AMENDED 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, chan in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


VocaTIONAL REHABILITATION AcT, AS AMENDED 


* * * * * * > 


GRANTS FOR SPECIAL PROJECTS 


Sec. 4. (a) From the sums available therefor for any fiscal year, 
the Secretary shall make grants to States and public and other non- 
profit organizations and agencies (1) for paying part of the cost of 
projects for research, demonstrations, training, and traineeships, and 
[oe are for the establishment of special facilities and services, which, 
in the judgment of the Secretary, hold promise of making a substantial 
contribution to the solution of vocational rehabilitation problems com- 
mon to all or several States, and (2) for planning, preparing for, and 
initiating, during the fiscal year ending June 30, 1955, [and the fiscal 
year ending June 30, 1956,] and the fiscal years ending June 30, 1956, 
and June 30, 1957, a substantial nationwide expansion of vocational 
rehabilitation programs in the States. No grant shall be made under 
clause (1) or clause (2) of this subsection for furnishing to an indi- 
vidual any one course of study extending for a period in excess of two 
years. Any grant of funds under this subsection which will be used 
for direct services to physically handicapped individuals or for estab- 
lishing facilities whlch will render direct services to such individuals 
must have the prior approval of the appropriate State agency. 


O 











841TH CoNncrEss } HOUSE OF REPRESENTATIVES { Revort 
2d Session No. 2771 





AMENDING THE ACT TO PROMOTE THE EDUCATION 
OF THE BLIND 





Juty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Barven, from the Committee on Education and Labor, submitted 
the following 


REPORT 


[To accompany 8. 3259] 


The Committee on Education and Labor, to whom was referred the 
bill (S. 3259), to amend the act to promote the education of the blind, 
approved March 3, 1879, as amended, so as to authorize wider distri- 
bution of books and other special instructional material for the blind, 
to increase the appropriations authorized for this purpose, and for 
other purposes, having considered the same, report fevorably thereon 
amendments and recommend that the bill S. 3259, as amended 

© pass. 

The amendment is as follows: 

On page 2, line 4, after the word “States” insert a comma and on 
page 2, line 5, strike the first word ‘‘and’’, and after the word ‘Terri- 
tories’”’ insert ‘‘, and possessions’, after the word ‘‘States” insert 
“. the Commonwealth of Puerto Rico” and on page 2, line 20, after 
the word ‘“‘States’’ insert a comma, strike the word ‘“‘and’’, after the 
word “Territories” insert ‘and possessions”, after the word ‘“‘States’’, 
insert “, the Commonwealth of Puerto Rico’’. 


EXPLANATION OF AMENDMENT 


This amendment is designed to make sure that the benefits of the 
program would be available in the possessions of the United States 
and the Commonwealth of Puerto Rico as well as the States, Terri- 
tories of the United States, and the District of Columbia. 


EXPLANATION OF THE BILL 


S. 3259 amends the act to promote the education of the blind which 
was approved on March 3, 1879, by increasing the authorized appro- 
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2 AMEND ACT TO PROMOTE EDUCATION OF THE BLIND 


priation of that act from $250,000 to $400,000. The bill also author- 

izes the American Printing House for the Blind to manufacture and 

furnish books and other materials specially adapted for instruction 

of the blind for sightless children receiving their education in public 

“re as well as to those enrolled in specialized institutions for the 
ind. 

In recent years an increasing number of blind children have become 
enrolled in regular public schools where they receive instruction 
along with sighted students. It is estimated that at the present 
time 1,300 such blind students are not now included within the dis- 
tribution framework of the American Printing House for the Blind. 
Under the provisions of this bill those children would be added im- 
mediately to the approximately 8,000 who are currently receivin 
Printing House materials. The original act authorized books ad 
other materials especially adapted for the instruction of the blind 
for sightless children receiving their education in specialized institu- 
tions for the blind, because at that time, and for many years following, 
few if any blind students attended public schools. The trend toward 
educating blind students within the regular public-school system is 
becoming increasingly pronounced, therefore the committee believes 
that the American Printing House should be authorized to provide 
its educational materials to children attending public schools as well 
as those enrolled in specialized institutionsg 

Enrollments of blind children in future years in both types of 
institutions is expected to increase steadily due to two factors; (1) 
the general population increase, and (2) blindness resulting from the 
disease retrolental fibroplasia which in recent years has caused more 
blindness among children than all other causes combined. Research 
scientists have recently established the causative factor in this disease 
and the incidence of the disease has now been reduced substantially. 
However, for the next 5 or 6 years the number of blind children 
becoming of school age will increase thus enlarging the need and 
demand for additional Braille and talking books and similar materials 
designed specifically for blind students. 

The American Printing House for the Blind in recent years has 
experienced increases in the cost of labor and materials and for this 
reason as well as the expansion of the program to public schools the 
committee believes the increased authorization is fully justified. 

Several witnesses testified during the hearings on this bill to the 
effect that, although they fully supported the bill, a study of the 
method used in making allotments to the various schools receiving 
assistance should be made. It was their opinion that the formula 
used in making allotments discriminated against the smaller schools 
since those schools need as much basic equipment as the larger schools 
in order to carry on their — The committee believes that the 
Department of Health, Education, and Welfare should initiate and 
conduct such a study as soon as possible and H ekgrsrin any recommenda- 
tions for necessary changes in the law to the committee during the 
next session of Congress. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIIL of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
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AMEND ACT TO PROMOTE EDUCATION OF THE BLIND 3 


enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


American Printing House ror THE Buinp (20 U. S. C. 101) 


101. Permanent trust fund; annual appropriation. 

The sum of $250,000, set apart as a perpetual trust fund for the 
purpose of aiding the education of the blind in the United States 
through the American Printing House for the Blind, shall be credited 
on the books of the Treasury Department as a perpetual trust fund 
for that purpose, to be held by the Secretary of the Treasury; and the 
sum of $10,000, being equivalent to 4 per centum on the principal of 
said trust fund, is appropriated, out of any moneys in the Treasury 
not otherwise appropriated, and such appropriation shall be deemed 
@ permanent annual appropriation and shall be expended in the 
manner and for the purposes authorized by sections 101, 102, and 
104 of this title. In addition to the permanent appropriation of 
$10,000, made in this section, there is authorized to be appropriated 
annually to the American Printing House for the Blind the sum of 
[$250,000] $400,000, which sum shall be expended in accordance 
with the requirements of sections 101, 102, and 104 of this title. 


102. Same; application of appropriation. 
* x a of + oa * 


(1) Purposes and method of expenditure. 

[First. Such appropriation shall be expended by the trustees of the 
American Printing House for the Blind each year in manufacturing 
and furnishing embossed books for the blind and tangible apparatus 
for their instruction; and the total amount of such books and appa- 
ratus so manufactured and furnished by such appropriation shall each 
year be distributed among all the public institutions for the education 
of the blind in the States and Territories of the United States and the 
District of Columbia, upon the requisition of the superintendent of 
each, duly certified by its board of trustees. The basis of such distri- 
bution shall be the total number of pupils in all the public institutions 
for the education of the blind, to be authenticated in such manner and 
as often as the trustees of the said American Printing House for the 
Blind shall require; and each institution shall receive, in books and 
apparatus, that portion of the appropriation as is shown by the ratio 
between the number of pupils in that institution for the education of 
the blind and the total number of pupils in all the publie institutions 
for the education of the blind, which ratio shail be computed upon 
the first Monday in January of each year.] 

First. Such appropriation shall be expended by the trustees of the 
American Printing House for the Blind each year in manufacturing and 
furnishing books and other materials specially adapted for instruction of 
the blind: and the total amount of such books and other materials so 
manufactured and furnished by such appropriation shall each year be 
distributed among all the public institutions, in the States and Territories 
of the United States and the District of Columbia, in which blind pe 
are educated. Each ic institution for the education of the blind s 
receive, in books and other materials, upon requisition of its superinten- 
dent, that portion of the appropriation as is shown by the ratio between 
the number of blind pupils in that institution and the total number of 
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4 AMEND ACT TO PROMOTE EDUCATION OF THE BLIND 


blind pupils in all of the public institutions in which blind pupils are 
educated. Each chief State school officer shall receive, in books and other 
materials, upon requisition, that portion of the appropriation as is shown 

the ratio between the number of blind aot, in public institutions 
(an the State) in which blind pupils are educated, other than institutions 
to which the preceding sentence is applicable, and the total number of 
blind pupils in the public institutions in which blind pupils are educated, 
in all of the States and Territories of the United States and the District of 
Columbia. The ratio referred to in each of the two immediately precedi 
sentences shall be computed u the first Sayre in January of eac 
year; and for purposes of such sentences the number of blind pupils in 
public institutvons in which blind pupils are educated shall be authenti- 
cated in such manner and as often as the trustees of the American Printing 
House for the Blind shall require. For purposes of this Act, an institution 
for the education of the blind is any institution which provides education 
exclusively for the blind, or exclusively for the blind and other handicapped 
children (in which case special classes are provided for the blind); the 
chief State school officer of a State is the superintendent of public ele- 
mentary and secondary schools in such State or, if there is none, such 
other official as the Governor certifies to have comparable responsibility 
in the State; and a blind pupil is a blind individual pursuing a course of 
study in an institution of ieee than college grade. 


O 
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2d Session No. 2772 





COMMODITY CREDIT CORPORATION BORROWING 
POWER 





Jury 18, 1956.—Ordered to be printed 





Mr. Spence, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany 8S. 3820] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 3820) to increase 
the borrowing power of Commodity Credit Corporation, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate Fis from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 


INCREASE IN BORROWING AUTHORITY 


Secrion 1. (a) Section 4 (i) of the Commodity Credit Corporation 
Charter Act, as amended (15 U. S. C. 714b (i)), is amended by striking 
out ‘‘$12,000,000,000” and inserting in lieu thereof “$14,500.000,000"’. 

(b) Section 4 of the Act of March 8, 1938, relating to the Commodity 
Credit Corporation, as amended (15 U. S. C. 713a-4), 1s amended by 
striking out ““$12,000,000,000” and inserting in lieu thereof ‘“$14,500,- 
000,000”. 

AMENDMENT TO PENAL PROVISIONS 


Sec. 2. Subsection (c) of section 15 of the Commodity Credit Corpora- 
tion Charter Act, as amended (15 U. S. C. 714m (c)), is amended to read 
as follows: 

“LARCENY, CONVERSION OF PROPERTY 


“(c) Whoever shall willfully steal, conceal, remove, dispose of, or 
convert to his own use or to that of another any property owned or held by, 
or mortgaged or pledged to, the Corvoration, or any property mortgaged 
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2 COMMODITY CREDIT CORPORATION BORROWING POWER 


or pledged as security for any promissory note, or other evidence of indebt- 
the Corporation has 


edness, which 


reMrad aah eee, 
e of an 


upon tender, shall, upon conviction thereof, if such pro 


amount or value in excess of $500, be puni: 


by a fine of not more than 


$10,000 or by imprisonment for not more than five years, or both, and, if 


such property be of an amount or value of $500 or 


8, be punished by a 


fine of not more than $1,000 or by imprisonment for not more than one 


year, or both.” 
And the House agree to the same. 


Brent Spence, 
Paut Brown, 
Wricatr PatrMan, 
ALBERT Rarns, 
Jesse P. Wo.cort, 
Ratren A. GAMBLE, 
Henry O. Taye, 


Managers on the Part of the House. 


ALLEN J. ELLENDER, 
Our D. Jonnsron, 
Spressarp L. HoLuanp, 
Groree D. AIKEN, 
Miuton R. Youna, 


Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 3820) to increase the borrowing power of Commodity 
Credit Corporation, submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause and inserted a substitute amendment. The conferees 
have agreed to a substitute for both the Senate bill and the House 
amendment. 


INCREASE IN BORROWING AUTHORITY 


Both the Senate bill and the House amendment contained provisions 
increasing the borrowing authority of the Commodity Credit Cor- 

ration from the present ceiling of $12 billion. In the case of the 
louse amendment the increase in borrowing authority provided was 
$2 billion as contrasted to the $2.5 billion provided for in the Senate 
bill. The House Banking and Currency Committee reported its bill 
(H. R. 11132) dealing with Commodity Credit Corporation prior 
to enactment of the Agricultural Act of 1956. That act requires the 
Commodity Credit Corporation to make the cash redemption of 
certificates issued to producers cooperating in the new soil-bank 
program. Provision was made for the use of Commodity Credit 
Corporation funds in advance of appropriations until June 30, 1957, 
to finance operations of the soil-bank program. The Senate bill, which 
was reported after enactment of the soil-bank legislation, included an 
allowance of an additional $500 million increase in Commodity Credit 
Corporation borrowing authority, largely for the purpose of initially 
financing the soil-bank operations. The conference substitute retains 
this provision of the Senate bill. 


PENAL PROVISIONS 


The House amendment contained vveene making two changes 
in the penal provisions of the Commodity Credit Corporation Charter 
Act. One at these would make it a Federal offense to willfully steal 
or convert property mortgaged or pledged to a lending agency—such 
as a private bank—under a program of the Commodity Credit Cor- 
poration. The other change would reduce from a felony to a mis- 
demeanor offenses involving property of a value of $500 or less in 
order to facilitate the prosecution of relatively minor violations and 
thus facilitate policing of such violations. No similar provision was 
included in the Senate bill as the Senate had previously passed another 


























4 COMMODITY CREDIT CORPORATION BORROWING POWER 


bill (S. 3669) containing identical provisions. The Conference sub- 
stitute retains these provisions of the House amendment. 
Brent SPENCE, 
Paut Brown, 
Wricat ParmMan, 
Ausert Rarns, 
Jesse P. Woxcorrt, 
Rautrn A. GAMBLE, 
Henry O. Tate, 
Managers on the Part of the House; 
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CONSTRUCTION OF HEALTH RESEARCH FACILITIES 





Juty 18, 1956.—Ordered to be printed 





Mr. Harris, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany S. 849} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 849) to provide 
assistance to certain non-Federal institutions for construction of 
facilities for research in crippling and killing diseases such as cancer, 
heart disease, poliomyelitis, nervous disorders, mental illness, arthritis 
and rheumatism, blindness, cerebral palsy, tuberculosis, multiple 
sclerosis, epilepsy, cystic fibrosis, and muscular dystrophy, and for 
other purposes, having met, after full and free conference, have agreed 
pf recommend and do recommend to their respective Houses as 
ollows: 

That the Senate recede from its disagreement to the amendment 
of the House to the text of the bill, and agree to the same with the 
following amendments: 

(1) On page 5 of the House engrossed amendments, in line 9, 
strike out “1958” and insert 1957; 

(2) On page 5 of the House engrossed amendments, in line 17, 
strike out ‘1959’ and insert 1958; 

(3) On page 10 of the House engrossed amendments, in line 9, 
strike out “1958” and insert 1957; and 

(4) On page 10 of the House engrossed amendments, in line 15, 
strike out ‘‘1959” and insert 1958. 

And the House agree to the same. 
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2 CONSTRUCTION OF HEALTH RESEARCH FACILITIES 


That the Senate recede from its disagreement to the amendment 
of the House to the title of the bill and agree to the same. 


Oren Harris, 
F. Ertet CAR.y.e, 
Kennets A. Rosperts, 
Martin Digs, 
Cuas. A. WOLVERTON, 
Cart HinsHaw, 
Managers on the Part of the House. 
Lister Hi, 
James E. Murray, 
Hersert H. LexMan, 
H. ALEXANDER SMITH, 
WituraM A. PurTeLL, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 849) to provide assistance to certain non-Federal 
institutions for construction of facilities for research in crippling and 
killing diseases such as cancer, heart disease, poliomyelitis, nervous 
disorders, mental illness, arthritis and rheumatism, blindness, cerebral 
palsy, tuberculosis, multiple sclerosis, epilepsy, cystic fibrosis, and 
muscular dystrophy, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 


report: 

The Senate bill established a 3-year program of construction of 
facilities for research into certain killing and crippling diseases, to 
— July 1, 1955. 

he House amendment is a substitute for the text of the Senate 
bill, and establishes a 3-year program for construction of health re- 
search facilities, to begin July 1, 1957. 

The Senate recedes with amendments. The conference agreement 
rovides that the program of construction shall be a 3-year program, 
eginning during the fiscal year which ends June 30, 1957, and makes 

corresponding changes in other dates specified in the House amend- 
ment. 

Oren Harris, 

F, Ertret Cariyte, 

Kennetu A. RosBerts, 

Martin Diss, 

Cuas. A. WOLVERTON, 

Cart HInsHaw, 

Managers on the Part of the [ouse. 
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AMENDING JOINT RESOLUTION ESTABLISHING A COM- 
MISSION FOR THE CELEBRATION OF THE 200TH ANNI- 
VERSARY OF THE BIRTH OF ALEXANDER HAMILTON 





Juty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. J. Res. 576] 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 576) to amend the joint resolution entitled 
“Joint resolution to establish a commission for the celebration of the 
200th anniversary of Alexander Hamilton,” approved August 20, 
1954, having considered the same, report favorably thereon with 
amendments and recommend that the joint resolution do pass. 

The amendments are as follows: 

Strike out line 7 and everything thereafter and insert in lieu thereof 
the following: 


Sec. 7. There are hereby authorized to be appropriated 
such sums, not to exceed $25,000, in addition to the sum of 
$175,000 heretofore authorized to be appropriated, as the 
Congress may determine to be necessary to carry out the 
provisions of this joint resolution. 


Amend the title to read as follows: 


To amend the joint resolution entitled “Joint resolution to 
establish a commission for the celebration of the two hun- 
dredth anniversary of the birth of Alexander Hamilton’, 
approved August 20, 1954. 


PURPOSE OF AMENDMENTS 


The bill as introduced would provide a total authorization for the 
Alexander Hamilton Bicentennial Commission of $345,000. ‘The 
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2 200TH ANNIVERSARY OF BIRTH OF ALEXANDER HAMILTON 


first amendment is necessary to reduce this total authorization to 
$200,000 


The second amendment corrects a typographical error in the title. 


GENERAL STATEMENT 


House Joint Resolution 576 provides for the authorization of addi- 
tional funds for the Alexander Hamilton Bicentennial Commission. 
This Commission was provided for ee Law 601 of the 83d Con- 
gress, approved August 20, 1954. The purpose of the Commission 
is to promote appropriate celebration in 1957 of the 200th anniversary 
of the birth of Alexander Hamilton. 

The Commission has been in operation for overa year. It envisions 
its functions to be primarily directed toward the stimulation and co- 
ordination of the activities of State and local and private organiza- 
tions in the celebration of the anniversary of the birth of Alexander 
Hamilton. Thus far the Commission has received authorization for 
the appropriation of $175,000, of which $145,000 has been appropri- 
ated. The House Judiciary Committee is of the opinion that the sum 
of $200,000 as a total authorization for the entire life of the Commis- 
sion would be appropriate and accordingly authorizes an additional 
$25,000 to be appropriated. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported, present — proposed to be stricken are enclosed 
in black brackets, and new provisions proposed to be inserted are 
shown in italic. 

[Pustic Law 601—83p Concress] 


[Cuarrer 770—2p Sgssion] 
* * * * * * * 


Sec. 7. [There are hereby authorized to be appropriated such sums, 
not to — cha in aaron oa the sum a $25,000 heretofore 
appropriated, as the Congress may determine to be necessary to carry 
ont the provisions of this joint resolution.} There are hereby author- 
ized to be appropriated nc sums, not to exceed $25,000, in ition to 
the sum of $175,000 heretofore authorized to be appropriated, as the 
Congress may determine to be necessary to carry out the provisions of this 
joint resolution. 

O 
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AMENDMENT TO SECTION 77 (c) (6) OF THE 
BANKRUPTCY ACT 





Juty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 9459} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 9459) to amend section 77 (c) (6) of the Bankruptcy Act, 
having considered the same, report favorably thereon with amendment 
and recommend that the bill do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert in lieu thereof: 


(6) If a lease of a line of railroad is rejected, and if the lessee, with the approval 
of the judge, shall elect no longer to operate the leased line, it shall be the duty of 
the lessor at the end of a period to be fixed by the judge to begin the operation of 
such lines, unless the judge, upon the petition of the lessor, s decree after hear- 
ing that it would be impracticable an pg § Po the publie interest for the lessor 
to operate the said line, in which event it shall be the duty of the lessee to continue 
operation on or for the account of the lessor, until abandonment of such line is 
authorized in accordance with the provisions of section 1 of that Act, or until such 
operation pursuant to this paragraph is otherwise lawfully terminated. During 
any such operation, the lessor shall be deemed to be a carrier subject to all applica- 
ble provisions of the Interstate Commerce Act, as amended, and shall be entitled 
to receive just, reasonable and equitable divisions of rates, fares or charges aaaliae- 
ble to the transportation of persons or property over its line or lines of rai and 
the lines of the lessee or other carriers, and the provisions of section 15 (6) of the 
Interstate Commerce Act, as now or hereafter amended, shall apply to said divi- 
sions whether or not joint rates covering such transportation have been established, 


AMENDMENT 


The amendment is designed to i the same purpose as the 
bill as introduced. It was recommended by the Interstate Commerce 
Commission to clarify the purpose of H. R. 9459 and is in the nature 
of a technical perfecting amendment. 
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2 AMEND SECTION OF THE BANKRUPTCY ACT 


PURPOSE 


FH. R. 9459 closes an obvious gap in section 77 (11 U.S. C., sec. 205) 
of the Bankruptcy Act dealing with railroad reorganizations. At 
present under section 77 a railroad seeking reorganization may, 
among other things, reject unexpired leases of lines of railroad. 
as to protect the public interest in the continued operation of the line 
section 77 (c) (6) (11 U.S. C., see. 205 (ec) (6)) authorizes the judge 
to require that either the lessor or lessee continue the operation of the 
line. The purpose of H. R. 9459 is to authorize the Interstate 
Commerce Commission to fix a reasonable division of rates between 
the parties where a lease is rejected and one of the parties is ordered 
to operate the line, 


GENERAL STATEMENT 


Under present law unexpired leases of a railroad seeking reorganiza- 
tion may be rejected. In view of the fact that many important lines 
of railroad in the United States are operated pursuant to a lease 
agreement, section 77 (c) (6) (11 U.S. é. sec. 205 (c) (6)) presently 
gives to the court authority to require either the lessor or lessee to 
continue operation of the line until abandonment of the line is au- 
thorized by the Interstate Commerce Commission. If it is deemed 
i Leng woes that the lessee operate the line, this is done for the account 
of the lessor. The court is authorized to segregate the earnings and 
expenses of the property involved. At present the Interstate Com- 
merce Commission has, at most, authority only to recommend to the 
court a formula of segregation of earnings and expenses. H. R. 9459 
would give the Commission authority to prescribe such division of 
rates, fares, or charges. This is a traditional function of the Inter- 
state Commerce Commission in all other cases where a division of 
rates, fares, or charges is necessary. Section 15 (6) of the Interstate 
Commerce Act authorizes the Commission to prescribe just, reasona- 
ble, and equitable divisions in such other instances. The House 
Judiciary Committee considers it appropriate that the Commission 
also have authority to prescribe such divisions in these railroad re- 
organization proceedings where the lessee operates the line for the 
account of the lessor. 

The Interstate Commerce Commission recommends enactment of 
H. R. 9459 with certain changes. These changes have been made so 
that it can be said that the Interstate Commerce Commission recom- 
mends the enactment of H. R. 9459 as amended by the House Judiciary 
Committee. The favorable report of the Interstate Commerce Com- 
mission, submitted in a letter dated March 28, 1956, to the Honorable 
Emanuel Celler, chairman of the House Judiciary Committee, is made 
a part of this report at this point. There is also included a copy of 
the —— from the Administrative Office of the United States Courts 
on the bill. 


INTERSTATE COMMERCE Commission, 


Washington, March 28, 1956. 
Hon. Emanvet CELter, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
Dear CuarrMaNn Cetter: Your letter of March 1, 1956, addressed 
to the Chairman of the Commission and requesting an expression of 
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the Commission’s views on a bill, H. R. 9459, introduced by Congress- 
man Walter (by request), to amend section 77 (c) (6) of the Bank- 
ruptey Act, has been referred to our Committee on Legislation. 

ter careful consideration by that Committee I am authorized to 
submit the following comments in its behalf. 

Section 77 (c) (6) of the Bankruptcy Act now provides that if a 
lease of a line of railroad is rejected, and the lessee, with the judge's 
approval, elects to no longer operate the leased line, the lessor shall 
begin operation of the line at a time to be fixed by the judge. If, 
however, the judge should find, after hearing, that operation by the 
lessor would be impracticable and contrary to public interest, it 
then becomes the lessee’s duty to continue operation of the line on 
and for the account of the lessor until sbsedansenk thereof is au- 
thorized by the Commission. 

H. R. 9459 would add to the present provisions of section 77 (c) (6), 
the further ee that a lessor carrier operated under that para- 
graph “shall be deemed to be a carrier subject to all applicable pro- 
visions of the Interstate Commerce Act, as amended, and shall be 
entitled (A) to receive compensation in accordance with the provisions 
of that Act regulating rates, including the division of rates with the 
lessee and other carriers, and (B) to bring and maintain all proceedings 
authorized under the provisions of that Act until Landmann of 
such lines is authorized in accordance with the provisions of section 1 
of that Act, or until such operation pursuant to this paragraph is 
otherwise lawfully terminated.” 

This added text presents a serious problem of interpretation. 
While it specifies that the lessor shall be entitled to divisions of rates, 
such divisions must be “‘in accordance with the provisions of the Act.” 
The Commission has held that section 6 of the act which requires the 
filing of schedules applies only to operating carriers engaged in the 
transportation of persons and property (Wood v. New York Central 
R. Co., 286 1. C. C. 373, 379). The same conclusion was reached on 
a complaint filed with the Commission by stockholders of the Boston 
& Providence Railroad Corp., whose properties are being operated 
for its account under the provisions of section 77 (c) (6) by the New 
York, New Haven & Hartford Railroad Co. That complaint was 
dismissed by order of the Commission, and that order has been affirmed 
by a a district court. 

In the case cited above, the Commission at page 381 inter- 
preted section 15 (6) of the Interstate Commerce Act as according it 
the power to fix divisions between carriers only where there exist 
joint rates between them. If, therefore, the lessor, prior to the court 
decree had not been a party to joint rates, there would be considerable 
doubt as to the Commission’s power to establish divisions. Thus 
it appears that under the bill the matter of fixing divisions would 
become a matter of forced negotiation, which, in our opinion, is not a 
desirable solution to the problem. 

If it is desired, under the circumstances indicated, to zrant the 
Commission the power to fix divisions between ¢ lessor carrier and 
other carriers of revenue accruing from transportation over a combina- 
tion of their lines of railroad. regardless of whether such transportation 
previously had been covered by joint rates, it is suggested that such 
intent be clearly manifested. This could be done by changing clause 
pon beginning on line 6 and ending on line 8, page 2, of the bill, to 
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“(A) To receive just, reasonable, and equitable divisions of rates, 
fares or charges applicable to the transportation of persons or property 
over a combination of its line or lines of railroad and the lines of the 
lessee or other carriers, and the provisions of section 15 (6) of the 
Interstate Commerce Act, as now or hereafter amended, shall apply 
to said divisions whether or not joint rates covering such transporta- 
tion have been established, and’’. 

The purpose of the provisions of clause (B) authorizing a lessor 
earrier “to bring and maintain all proceedings authorized under the 
provisions of that Act” is not clear, and we are not aware of any 
specific condition which it is designed to remedy. In view of the 
breadth and generality of the language employed, this proposed amend- 
ment might result in unforeseen consequences, and could ibly lead 
to controversy as to the extent of the rights intended to be bestowed. 
There appesars to be no necessity for placing a lessor carrier in a better 
position than other carriers with respect. to maintaining actions. 

It also appears that the position of such lessor would be adequately 
protected by the first portion of the considered sentence which ex- 
pressly provides that it shall be deemed a carrier. As such it would 
appear to be entitled to bring any action properly maintainable by a 
carrier in its status, not inconsistent with the provisions of the Bank- 
ruptcy Act and the jurisdiction of the court concerned. 

Accordingly, we recommead omission of the provisions last quoted 
and, in conformity with the present provisions of paragraph (6), that 
the remainder of clause (B) be sreselabien to the end of the first sent- 
ence of the paragraph. Summarizing, it is our recommendation that 
the bill be modified so that, if enacted, paragraph (6) of section 77 (c) 
of the Bankruptey Act would be amended to read as follows. 

**(6) Lf a lease of a line of railroad is rejected, and if the lessee, with 
the approval of the judge shall elect no longer to operate the leased 
line, it shall be the duty of the lessor at the end of a period to be fixed 
by the judge to begin the operation of such lines, unless the judge, upon 
the petition of tue lessor, shall decree after hearing that it would be 
impracticable and contrary to the public interest for the lessor to 
operate the said line, in which event it shall be the duty of the lessee 
to continue operation on or for the account of the lessor, until abandon- 
ment of such line is authorized in accordance with the provisions of 
section 1 of that Act, or until such operation pursuant to this para- 
graph is otherwise lawfully terminated. During any such operation, 
the lessor shall be deemed to be a carrier subject to all applicable 
provisions of the Interstate Commerce Act, as amended, and shall be 
entitled to receive just, reasonable and equitable divisions of rates, 
fares or charges applicable to the transportation of persons or property 
over its line or lines of railroad and the lines of the lessee or other 
carriers, and the provisions of section 15 (6) of the Interstate Com- 
merce Act, as now or hereafter amended, shall apply to said divisions 
whether or not joint rates covering such transportation have been 
established.” 

We favor what appears to be the primary objective of the bill, i. e., 
to afford to a lessor carrier whose properties are being operated for its 
account under the provisions of paragraph (6) of section 77 (c) the 
same right as other carriers. have to receive a just division of revenue 
accruing from operations over its lines, fixed in accordance with the 
criteria prescribed by section 15 (6) of the Interstate Commerce Act. 
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Paragraph (10) of section 77 (c) makes person for the segregation 

and allocation of revenues and expenses between divisions of lines or 

lines subject to lease and for the recommendation by this Commission 

Ned a eo ites or formula by which such segregation and allocation shall 
made. 

Under that paragraph the Commission may only recommend. It 
does not have the power to effect a different division of earnings from 
time to time because of changed conditions; nor is there any statutory 
standard governing the apportionment of revenues under this para- 
graph such as is prescribed in section 15 (6) of the Interstate Commerce 
Act concerning divisions of joint rates. Moreover, paragraph (10) 
is concerned only with properties involved in a proceeding under 
section 77; whereas, if section 15 (6) were made applicable, divisions 
might be prescribed between the lessor and all railroads participating 
in the through transportation involved. 

Subject to the foregoing suggested changes, we recommend that 
H. R. 9459 be enacted. 

Respectfully submitted. 

ComMITTrEF ON LEGISLATION, 
Anruony Arpaia, Chairman, 
J. M. Jonson, 
Owen CLARKE, 


ADMINISTRATIVE Orrick OF THE Unitzep Sratrs Courts, 
Washington D.C ., Maich £0, 1986. 
Hon. Emanvuet CeEuver, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Drar ConeressmMan Cetter: The bill about which you inquired of 
me on March 1, 1956 (H. R. 9459), would amend paragraph (6) of 
section 77 (c) of the Bankruptcy Act (11 U.S. C. 205 (c)) which relates 
to the reorganization of railroads engaged in interstate commerce. 
The paragraph presently provides in part that if a lease of a line of 
railroad is rejected by the trustee of the debtor under given conditions, 
the trustee of the lessee shall continue operation of the line for the 
account of the lessor. The bill would amend that paragraph so as to 
provide expressly that during such operation, the lessor shall be 
deemed to be a carrier subject to all applicable provisions of the Inter- 
state Commerce Act and shall be entitled (a) to receive compensation 
in accordance with the provisions of that act regulating rates, including 
the division of rates with the lessee and other carriers, and (6) to bring 
and maintain all proceedings authorized under the provisions of that 
act until such operation is terminated. 

The Judicial Conference of the United States has not considered 
the bill, and whether or not the proposed change in the Bankruptcy 
Act should be made is a question of legislative policy on which I am 
not in a position to express an official opinion. 

With kind regards, I am, 

Sincerely yours, 
Henry P. CHANDLER. 


90015°—57 H. Rept., 84-2, vol. 4-116 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represent- 
atives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italics: 


Section 77 (c) or THE BanKRuptcy Act 
= * * = * * s 


(6) If a lease of a line of railroad is rejected, and if the lessee, with 
the approval of the judge, shall elect no longer to operate the leased 
line, it shall be the duty of the lessor at the end of a period to be 
fixed by the judge to begin the operation of such line, unless the judge, 
upon the petition of the lessor, shall decree after hearing that it 
would be impracticable and contrary to the public interest for the 
lessor to operate the said line, in which event it shall be the duty of 
the lessee to continue operation on or for the account of the lessor 
{until the abandonment of such line is authorized by the Commission 
in accordance with the provisions of section 1 of title 49.] or until 
such operation pursuant to this paragraph is otherwise lawfully termi- 
nated. During any such operation, the lessor shall be deemed to be a 
carrier subject to all applicable provisions of the Interstate Commerce 
Act, as amended, and shall be entitled to receive just, reasonable and 
equitable divisions of rates, fares or charges applicable to the transporta- 
tion of persons or property over its line or lines of railroad and the lines 
of the lessee cr other carriers, and the provisions of section 15 (6) of the 
Interstate Commerce Act, as now or hereafter amended, shall apply to 
said divisions whether or not joint rates covering such transportation 
have been established. 

O 
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AUTHORIZING THE CITY OF ROCK HILL, S. C., TO ACQUIRE 
CERTAIN TRIBAL LANDS ON THE CATAWBA INDIAN 
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the Union and ordered to be printed 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 12027] 


The Committee on Interior and Insular Affairs, to whom was re- 


ferred the bill (H. R. 12027) to authorize the city of Rock Hill, S. C., 
to acquire certain tribal lands on the Catawba Indian Reservation, 
S. C., having considered the same, report favorably thereon without 
amendment and recommend thet the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 12027, introduced by Congressman Richards, 
is to authorize the city of Rock Hill, S. C., to acquire, by negotiation, 
approximetely 49 acres of tribal lands on the Catawba Indian Reserva- 
tion, 5. UC. 

The land under consideration is needed by the city as a site for the 
construction of a new sewage-disposal plant that will serve adequately 
the needs of present industries and other industries that propose to 
locate in the area. The land is located near the present right-of-wa 
for the sewer system. The bill provides that if the city of Rock Hill 
and the representatives of the Indian tribe cannot negotiate purchase, 
the land can be acquired through condemnation proceedings. 

In 1945 the State of South Carolina purchased some 3,400 acres for 
the Indians and, under existing statute, no part of the Indian trust 
acreage, of which these 49 acres is a part, may be conveyed without 
legislative authority. 

embers of the tribe, feeling that they will benefit from increased 
employment opportunities that will be provided by new industries, 
adopted a resolution urging the passage of legislation authorizing 
this conveyance. 
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The report from the Department of the Interior and the Bureau 
of the Budget dated July 12 and 16, 1956, respectively, are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 12, 1956. 
Hon. Crarr ENGL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enotes: This is a report on H. R. 12027, a bill to 
authorize the city of Rock Hill, S. C., to acquire certain tribal lands 
on the Catawba Indian Reservation, S. C, 

We recommend that the bill be enacted. 

The sole purpose of the bill is to permit the city of Rock Hill, S. C., 
to acquire approximately 49 acres of land that belong to the Catawba 
Indian Tribe. The bill authorizes the city to acquire the land by a 
negotiated purchase, or, if agreement cannot be reached by con- 
demnation. 

The land is needed by the city as a site for the construction of a new 
sewage-disposal plant that will serve adequately the needs of present 
industries and other industries that propose to locate in the area. The 
land is located near the present right-of-way for the sewer system. 

The 49 acres are a part of the Freidheim tract, which is part of 
3,434.3 acres that were purchased for the Indians by the State of South 
Carolina at a price of $70,985. In 1945 the State conveyed the entire 
acreage to the United States in trust for the tribe. o part of the 
land may be conveyed without additional legislative authority. Of the 
49 acres, 17 acres are assigned by the tribe to Mr. Furman Harris and 
the remainder is unassigned. If the land is sold, it will be necessary for 
the tribe to determine whether the assignment of Mr. Harris should be 
canceled without remuneration, whether he should be paid for the 
cancellation of his assignment, or whether he should receive an alter- 
native assignment. 

Members of the tribe will benefit from increased employment 
opportunities that will be provided by new industries in the area, and 
on June 23, 1956, the Catawba General Council, in a meeting attended 
by 40 qualified voters, adopted the following resolution: 

“Now, therefore, be it 

“Resolved, That, in view of the benefits that will accrue to members 
of the tribe by enlarging the opportunity of employment, the Catawba 
Tribe, its general council assembled in special meeting, hereby consents 
to the acquisition by the city of Rock Hill, S. C., of the tract of land 
consisting of approximately 47 acres selected for this purpose and 
— that appropriate legislation be enacted to authorize the city 
of Rock Hill, S. C., to acquire this tract either by negotiation or by 
condemnation proceedings.” 

At the same time, the general council authorized the executive 
committee of the tribe to act for the tribe in carrying out the resolution 
and to negotiate with Mr. Harris for a relinquishment of his assignment. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 


Wesiey A. D’Ewarrt, 
Assistant Secretary of the Interior. 
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Executive OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupDGET, 
Washington, D. C., July 16, 1956. 
Hon. Criarr Encte, 


hairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. 

My Dear Mr. Cuatrman: This is in reply to your request for the 
views of the Bureau of the Budget on H. i. 12027, a bill to authorize 
city of Rock Hill, S. C., to acquire certain tribal lands on the Catawba 
Indian Reservation, S. C. 

We are informed by the Secretary of the Interior that the sale of 
lands authorized by this bill will benefit the tribe, and that the tribal 
council has requested enactment of such legislation. 

You are advised that the Bureau of the Budget would have no 
objection to enactment of H. R. 12027. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 12027. 
Oo 
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AUTHORIZING THE ATTORNEY GENERAL TO DISPOSE OF 
THE REMAINING ASSETS SEIZED UNDER THE TRADING 
WITH THE ENEMY ACT PRIOR TO DECEMBER 18, 1941 





Jury 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kuen, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany 8. 2226] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2226) to authorize the Attorney General to dispose 
of the remaining assets seized under the Trading With the Enemy 
Act prior to December 18, 1941, having considered the same, report 
favorably thereon with an amendment and recommend that the bill, 
as amended, do pass. 

The amendment is as follows: 

Page 5, after the period at the end of line 19, insert: 


This subsection shall not apply in the case of any lien, 
attachment, garnishment, trustee process or execution, or 
any order or decree of any court, arising out of any action 
which was pending or had been decided on or before July 
1, 1956. 

PURPOSE OF LEGISLATION 


The purpose of the proposed legislation is to provide for transfer 
of certain assets vested by the United States during World War I to 
the United States Treasury for ultimate disposition. 

The Office of Alien Property of the Department of Justice now 
holds property of a value of approximately $800,000 as the result 
of the vesting of alien enemy property during World War I. According 
to the Department of Justice, which recommended this legislation, the 
Department has gone as far as it can under existing statutory law to 
dispose of World War I assets. The pending legislation is necessary 
in order to complete disposition. 
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The largest portion of these assets in terms of value may be charac- 
terized as derelict claims. According to information furnished by 
the Department of Justice, the total value of the abandoned claims is 
$188,837.09, while the claims of persons whose whereabouts are un- 
known and the de minimus claims total approximately $176,969.21. 
In addition to these amounts, the Office of Alien Property continues 
to hold a sum ($176,343.64), which represents unallocated interest 
attributable to World War I assets. 

The Office of Alien Property also holds $2,160.94 which represents 
a reserve maintained to protect against errors in the distribution of 
interest earnings. This balance, like the unallocated interest, is to 
be transferred to miscellaneous receipts in the Treasury under the 
provisions of this bill. The amounts heretofore discussed which will 
be covered into the miscellaneous receipts of the Treasury total 
$544,310.88. 

In addition to the transfers in the foregoing categories, the legisla- 
tion also provides for the transfer from the Office of Alien Property to 
the Secretary of the Treasury, as miscellaneous receipts, assets totaling 
$45,325.53. This figure represents the total amount of the claims of 
Poles, Czechs, Bulgarians, Hungarians, and Rumanians, which were 
timely filed against World War I assets but which for one reason or 
another have not been prosecuted to completion. The Office of Alien 
Property believes that many of these claimants are now behind the 
Iron Curtain and therefore are unable to prosecute their claims. The 
Government has maintained these ac:ounts since approximately 1929; 
and the legislation, as recommended by the Department, would merely 
transfer the accounts to the Secretary of the Treasury. 

Aside from these transfers to the miscellaneous receipts of the 
Treasury, the Office of Alien Property is authorized by this legislation 
to transfer other World War I assets now held by the Office to the 
Secretary of the Treasury to be disposed of by him. These assets 
include certain assets which have not been liquidated, cash credited 
on the books of the Office of Alien Property to the Austro-Hungarian 
Bank, and certain participating certificates issued by the Secretary 
of the Treasury pursuant to section 25 of the Trading With the Enemy 
Act. 

The unliquidated assets consist of three remainder interests in 
decedents’ estates and of certain bonds issued by German munici- 
palities now behind the Iron Curtain. 

The assets of the Austro-Hungarian Bank were by international 
agreement payable to the Governments of Austria, Italy, Yugoslavia, 
Czechoslovakia, Poland, and Rumania. Of the 3 nations still to 
receive payment, 2 are subject to blocking of assets under Executive 
Order No. 8389 of April 10, 1940 (Czechoslovakia and Poland) and 
the third (Rumania) is subject to the provisions of Public Law 285, 
84th Congress, governing the vesting and liquidation of Bulgarian, 
Hungarian, and Rumanian property. Consequently, under the terms 
of S. 2226, the funds of the Austro-Hungarian Bank transferred to 
Czechoslovakia and Poland are transferred subject to the blocking 
order and the funds payable to Rumania are to be disposed of in 
accordance with the terms of Public Law 285, 84th Congress (69 Stat. 
562). 

Section 2 (b) of the bill provides that the assets transferred by the 
Attorney General to the Secretary of the Treasury pursuant to section 
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1 shall not be liable to lien, attachment, garnishment, trustee process 
or execution, or subject to any order or decree of any court. The 
committee’s attention has been called to a court action now pending 
against the Attorney General involving payment of legal fees out of 
the assets of the Austro-Hungarian Bank which would be transferred 
pursuant to this legislation to the Secretary of the Treasury. In 
order to enable the plaintiff to proceed with his court action, but 
without having considered in any way the merits of his claim, the 
committee has adopted an amendment which will make the provisions 
of subsection 2 (b) inapplicable in the case of any lien, attachment, 
garnishment, trustee process or execution, or any order or decree of 
any court, arising out of an action which was pending or had been 
decided on or before July 1, 1956. 

S. 2226 also provides for the transfer to the Secretary of the Treas- 
ury of certain participating certificates issued pursuant to section 25 
of the Trading With the Enemy Act. These participating certificates 
have a face value of $57,419,820.73 but no actual value at the present 
time. 

The administration of the World War I vesting program by the 
Office of Alien Property has covered a period of nearly 40 years. 
The residue of assets remaining cannot be disposed of under existing 
statutes. Consequently, there is no likelihood that the program may 
be completed unless and until the instant legislation is approved. 
The committee, therefore, recommends favorable consideration of 
this measure. 

Appended to this report are the comments of the Department of 
Justice (accompanied by a memorandum of explanation), the Treasury 
Department, the Foreign Claims Settlement Commission, and tlie 
Bureau of the Budget. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., June 5, 1956. 
Hon. J. Perey Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning 5. 2226 to authorize 
the Attorney General to dispose of the remaining assets seized under 
the Trading With the Enemy Act prior to December 18, 1941. 

S. 2226 and its companion, H. R. 6909, were introduced pursuant to 
requests of the Attorney General in identical letters to the Vice Presi- 
dent and the Speaker dated June 7, 1955. The purpose of the bills 
is to permit the Department of Justice to terminate its administration 
of the remaining amount of the assets originally seized by the World 
War I Alien Property Custodian. Background information and an 
analysis of the proposed legislation are contained in the explanatory 
statement which accompanied the Attorney General’s letter of June 7, 
1955, 

The Senate passed S. 2226 on May 21, 1956, with amendments to 
sections 1 (c) and 1 (d). Section 1 (c) as originally drafted directed 
the Attorney General to transfer certain funds of the Czechoslovakian, 
Polish, and Rumanian Governments to the Treasury to be carried in 
blocked accounts. Subsequent to the introduction of S. 2226 the 
Rumanian Government funds, amounting to $87,294.12, became 
subject to vesting and transfer to the Rumanian claims fund in the 




















4 REMAINING ASSETS SEIZED UNDER TRADING WITH ENEMY ACT 


Treasury under Public Law 285, 84th Congress (69 Stat. 562), amend- 
ing the International Claims Settlement Act of 1949. Public Law 285 
provides that the Rumanian claims fund shall be the source of com- 
pensation for Americans who have claims against Rumania. 

In order to obviate the necessity of transferring the sum of 
$87,294.12 to a blocked account in the Treasury in the name of the 
Rumanian Government, vesting it and then transferring it back to 
the Treasury for deposit in the Rumanian claims fund, the Department 
of Justice suggested an amendment to section 1 (c) of S. 2226 which 
was adopted by the Senate in passing the bill. This amendment 
would authorize the Attorney General to transfer the $87,294.12 to 
the Treasury for deposit directly in the Rumanian claims fund 
without any intermediate steps. 

The Senate amendment to section 1 (d) concerns funds claimed 

rior to World War II by various Polish, Czechoslovakian, Bulgarian, 

ungarian, and Rumanian private claimants. Information has been 
received with respect to very few of these claimants since the end of 
the war and no payments have been made on their claims since their 
countries came under Communist control. Section 1 (d) as originally 
drafted would direct the Attorney General to transfer these funds to 
accounts in the Treasury in the names of the various claimants, to be 
held subject to blocking controls under Executive Order 8389, as 
amended. ‘The Secretary of the Treasury would be authorized to 
approve claims to the funds at such time as proof could be made, 
subject to any restrictions in existence pursuant to Executive Order 
8389, as amended. The Senate amendment to section 1 (d) would 
require the Attorney General to transfer these funds to miscellaneous 
receipts in the Treasury and would afford claimants 2 years within 
which to file suits in the Unitec States District Court for the District 
of Columbia to establish their claims for recovery. The Department 
has no objection to this amendment. 

It is recommended that your Committee take favorable action on 
S. 2226 with a view to its early enactment into law. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Witiiam P. Roaers, 
Deputy Attorney General. 


EXPLANATORY STATEMENT ACCOMPANYING LEGISLATIVE PROPOSAL 


“To authorize the Attorney General to dispose of the remaining assets 
seized under the Trading With the Enemy Act prior to December 18, 
1941.” 


The attached legislative proposal is designed to accomplish the 
termination of the administration by the Department of Justice 
through its Office of Alien Property of assets derived from the World 
War | seizures of enemy property and interests under the Trading 
With the Enemy Act. These assets, which cannot be disposed of 
under present law, consist of approximately $793,000 in cash, a few 
items of small or doubtful value which cannot now be liquidated, and 
certain Treasury certificates held by the Office of Alien Property. 
Other assets derived from World War I seizures are also in the custody 
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of the Office of Alien Property at the present time but will shortly 
be disposed of under existing law. 
A summary of a portion of the history of the administration of 
roperty seized during World War I under the Trading With the 
Sadia Act, as amended, will afford a clearer understanding of the 
provisions of the draft legislation, a section-by-section analysis of 
which is herein contained. 
The Trading With the Enemy Act, which was passed on October 6, 
1917, authorized the seizure of assets in the United States owned by 
an “enemy or ally or enemy” as defined in section 2 of the act. Sec- 
tion 9 provided for administrative and judicial returns of seized assets 
to former owners who established that they were not enemies or allies 
of enemies. The Winslow Act of March 4, 1923 (42 Stat. 1511) 
authorized the return of seized property up to $10,000 in value to 
former enemy owners of such property. 
In 1922 the United States and Germany entered into an agreement 
(42 Stat. 2200), which created the Mixed Claims Commission, United 
States and Germany, for the purpose of adjudicating claims of the 
United States and its nationals against Germany for certain loss or 
damage arising out of World War I. The agreement provided no 
means for the satisfaction of awards made by the Mixed Claims 
Commission. This lack was remedied by the Settlement of War 
Claims Act of 1928 (45 Stat. 254), which also provided for the return 
of seized German property in addition to that returned under the Win- 
slow Act and for the adjudication and payment by a War Claims 
Arbiter of certain claims of German nationals against the United 
States. More particularly, the Settlement of War Claims Act of 
1928 amended the Trading With the Enemy Act to authorized the 
immediate return of 80 percent of the property still held by the 
Alien Property Custodian after the payment of $10,000 under the 
Winslow Act. However, return of 80 percent of his property to a 
claimant was made contingent upon his filing a written consent to 
the postponement of the return of the remaining 20 percent. 
The Settlement of War Claims Act created an account in the 
Treasury Department designated as the German special deposit 
account which was composed of— 
(1) The 20 percent of German property temporarily withheld 
from return by the Alien Property Custodian; 
(2) certain other funds eventually returnable to German na- 
tionals consisting of their share of unallocated interest earned 
from the lump-sum investment of seized assets by the Secretary 
of the Treasury; 
(3) amounts appropriated by Congress in connection with the 
payment of awards to German nationals by the War Claims 
Arbiter; and 
(4) all amounts received by the United States, whether before 
or after the enactment of the act, for application in payment of 
awards of the Mixed Claims Commission. 
The source of item 4 at the date of the passage of the act was the 
annual reparations payment received by the United States from 
Germany under the Dawes plan. 
Pursuant to a directive in the act, the Treasury issued to the Alien 
Property Custodian or to the Attorney General, as his successor, par- 
ticipating certificates bearing interest at the rate of 5 percent for with- 
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held German property deposited in the German special deposit account 
and non-interest-bearing participating certificates for the amounts of 
unallocated interest deposited in the account. The total face value 
of the two types of certificates is $57,419,820.73. 

The Settlement of War Claims Act also directed the Treasury to 
make payments from the German special deposit account in discharge 
of certain obligations in the order of priority specified as follows: 

1. Administrative expenses. 

2, 3, 4 and 5. Installments of awards entered on behalf of 
Americans by the Mixed Claims Commission, up to a maximum 
of 80 percent. 

6 and 7. Awards to Germans by the War Claims Arbiter up to 
a maximum of 50 percent. 

8. Five percent interest on the participating certificates held 
by the Alien Property Custodian by virtue of his transfers of the 
20 percent of German property temporarily withheld from 
return. 

9. Interest on unpaid amounts of awards of the Mixed Claims 
Commission and the War Claims Arbiter. 

10. (a2) Repayment to the Alien Pioperty Custodian of the 20 
percent withheld German property evidenced by the participating 
certificates; (6) payment of balances of awards of the War Claims 
Arbiter; (c) payment of balances of awards of the Mixed Claims 
Commission. 

11. Repayment to the Alien Property Custodian of the amount 
of unallocated interest returnable to Germans evidenced by the 
participating certificates. 

12. Payment of the amounts of awards of the Mixed Claims 
Commission to the United States Government for its own account. 

13. Payment into the Treasury of any remaining amounts. 

Thus, the Settlement of War Claims Act was intended to dispose 
of the war claims of the United States, its nationals and German 
nationals and to effect an immediate 80 percent and ultimate 100 
percent return of German property seized under the Trading With 
the Enemy Act. As it developed, however, the funds originally 
provided in the act for deposit in the German special deposit account 
were insufficient to satisfy the above listed obligations. As a result, 
the United States and Germany entered into an agreement known as 
the Debt Funding Agreement of 1930 (46 Stat. 500). By its terms, 
the United States, in lieu of payments received under the Dawes 
plan, accepted Germany’s obligation to make 103 semiannual pay- 
ments in dollars, equivalent to 40,800,000 reichsmarks each and 
accepted 103 German Government bonds as evidence of the obligation. 
It was intended that as the bonds were redeemed by Germany, the 
proceeds were to be deposited in the German special deposit account 
and applied on the obligations payable therefrom. In this way 
sufficient funds would be available over the years to satisfy all the 
obligations. However, Germany made only three payments and 
defaulted in 1931. 

By the Harrison resolution of June 27, 1934 (48 Stat. 1267) Con- 
gress directed that so long as Germany was in arrears under the Debt 
Funding Agreement of 1930, all transfers of money or other property 
under the Trading With the Enemy Act and Settlement of War 
Claims Act should be postponed except transfers for the payment 








REMAINING ASSETS SEIZED UNDER TRADING WITH ENEMY ACT 7 


of awards of the Mixed Claims Commission and transfers to such 
classes of persons as the President in his sole discretion might permit. 
After passage of the Harrison resolution, Executive orders were 
issued removing the restrictions as to all transfers except those to 
German nationals. 

On account of Germany’s default under the Debt Funding Agree- 
ment of 1930, only the first seven of the above-listed priorities had 
been paid by August 1947. In other words the funds deposited in 
the German special deposit account had been insufficient to satisfy 
the awards of the Mixed Claims Commission and to permit any pay- 
ments on the participating certificates issued by the Treasury, which 
by 1947 had come into the possession of the Office of Alien Property 
as successor to the Office of Alien Property Custodian. Public Law 
375, 80th Congress, approved August 6, 1947 (61 Stat. 789), directed 
that the proceeds of liquidation of the assets subject to the prohibition 
of the Harrison resolution be deposited in the German special deposit 
account. In addition, Public Law 375 rearranged the order of priority 
of the unpaid obligations so that all of the obligations owing to Ameri- 
cans and to the United States Government would be satisfied prior to 
the payment of any amounts on the participating certificates held by 
the Office of Alien Property or on awards to Germans by the War 
Claims Arbiter. In this way, the assets subject to the prohibition of 
the Harrison resolution were made available to the American holders 
of Mixed Claims Commission awards. At the same time, the pos- 
sibility of redemption of the participating certificates was made more 
remote, 

The outbreak of World War II in 1939 resulted in the virtual cessa- 
tion of the return of assets not prohibited under the Harrison resolu- 
tion. With the end of the war the program of returning such assets 
was resumed and has been carried forward as far as possible for the 
time being. Publie Law 375, 80th Congress, made possible the dis- 
position of virtually all the assets subject to the prohibition of the 
Harrison resolution. 

As a result, the assets remaining to be disposed of by the proposed 
bill consist of: (1) Non-German funds which are not claimed by any- 
one or, for reasons explained below, cannot be paid to claimants, 
(2) German-owned items which cannot be transferred to the German 
special deposit account under Public Law 375 because they cannot 
presently be reduced to cash, and (3) the participating certificates 
issued by the Treasury and held by this Office. Set forth below is a 
section analysis of the draft legislation which describes these assets 
aes particularly and explains the proposed treatment to be accorded 
them. 

Section 1 (a) is concerned with the following four accounts: 

1. Trust No. 47667, consolidated unclaimed balances account 
which contained $188,837.09, as of January 31, 1955.—This 
account is made up for the most part of non-German funds for 
which no claims were filed. The balance of the account consists 
of non-German funds for which claims were once filed but sub- 
sequently abandoned and of small supplementary sums payable 
on once-paid non-German claims for which the claimants have 
never come forward. 

2. Trust No. 47669, unpayable balances account, which contained 
$176,969.21, as of January 31, 1955.—This account consists in 
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part of non-German funds claimed by persons whose whereabouts 
are unknown because of death or change of residence. The re- 
mainder of the account consists of a number of small sums ranging 
from 50 cents to $15 allocated to non-German claimants upon 
final audit. These sums were deemed either by the claimant or 
by the Government to be too small to justify the expense of estab- 
lishing a basis for payment. 

3. Government earnings.—Interest account which contains 
$176,343.64. This sum is the balance of certain interest amount- 
ing to more than $34 million earned as a result of the Treasury’s 
investment of the cash proceeds of seized assets under section 12 
of the Trading With the Enemy Act. The Winslow Act of 1923 
provided that future earnings of seized assets should be paid to the 
former owners. The Settlement of War Claims Act of 1928 pro- 
vided that the interest earnings which had accrued prior to the 
Winslow Act plus subsequent interest on such accrued earnings 
should be credited to the accounts of former owners in proportion 
to the amounts of cash derived from their seized assets. That 
act also directed that actual distribution of such credited sums 
be made to non-Germans immediately. Eventually it became 
necessary to discontinue these distributions because of the cessa- 
tion of interest earnings. The amount of $176,343.64 is the re- 
mainder of the interest earnings on hand when distributions were 
halted. These funds were nto distributed because it would have 
been impractiable to attempt to ascertain the share of each non- 
German claimant. Further, any sums which might have been 
established would have been too small to justify the expense of 
distribution. 

4. Undistributed income.—Interest reserve, which contains 
$2,160.94. The allocation of current earnings after the passage 
of the Winslow Act was made semiannually and involved a great 
number of calculations. A balance of $2,500 was reserved at 
the time of each allocation to provide for the correction of any 
errors which might be later discovered. The sum of $2,160.94 
is the balance remaining after the last allocation. 

Inasmuch as all the above-described funds are in effect derelict 
property and, as a practical matter, cannot be paid to proper claim- 
ants, section 1 (a) is drawn to transfer them to the Treasury for the 
benefit of the United States. 

Section 1 (6) deals with a few items of German-owned property 
which cannot be converted to cash and thus cannot be transferred to 
the German special deposit account under Public Law 375, 80th Con- 
gress. These items consist of three remainder interests in decedents’ 
estates and of certain bonds issued by German municipalities now 
behind the Iron Curtain. Section 1 (6) provides that they shall be 
transferred to the Secretary of the Treasury who is to liquidate them, 
if possible, and credit the proceeds of liquidation to the German special 
deposit account. The Secretary of the Treasury is given the author- 
ity to destroy or abandon the bonds and remainder interests if he should 
ultimately determine them to have no value or to be worth less than 
the cost of liquidation. 

Section 1 (c) is concerned with seized assets which were the property 
of a liquidated bank, the Austro-Hungarian Bank. All the seized 
assets have been returned for the benefit of certain governments 
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except the sums of $87,294.12; $30,767.58; and $87,294.12, which are 
payable to the Government of Czechoslovakia, Poland, and Rumania, 
respectively. Section 1 (c) would authorize the transfer of these sums 
to accounts in the Treasury to be blocked under Executive Order 
No. 8389, as amended. Blocking controls are exercised under this 
Executive order with respect to assets of Iron Curtain countries and 
their nationals which were located in the United States prior to its 
entry into World War II. 

Section 1 (d) relates to the following accounts: 

1. Trust No. 47675, Polish claimants, containing $14,030.39. 

2. Trust No. 47677, Czech claimants, containing $20,733.06. 

3. Trust No. 47687, Bulgarian, Hungarian and Rumanian 
claimants, containing $10,563.08. 

The funds in these accounts were claimed prior to World War II 
by nationals of the respective countries. Very little information has 
been received concerning any of the claimants since the end of the war 
and no payments have been made on their claims since these countries 
came under Communist control. Section 1 (d) would authorize the 
transfer of the funds in these accounts to accounts in the Treasury in 
the names of the various claimants. The accounts in the Treasury 
would be blocked under Executive Order No. 8389, as amended. The 
Secretary of the Treasury would be authorized to approve the claims 
at such time as proof could be made, subject, however, to any restric- 
tions in existence pursuant to Executive Order No. 8389, as amended. 

Section 1 (e) is concerned with the participating certificates which 
which have been issued against the 20 percent withheld German 

roperty and the interest earnings payable toGermans. Under existing 
aw any funds ultimately payable on the certificates by reason of future 
German redemption of bonds issued under the 1930 Debt Refunding 
Agreement would be earmarked for German claimants. In this 
connection, it is pertinent to note an agreement ratified by the Senate 
on July 13, 1953, known as the Agreement between the United States 
and the Federal Republic of Germany Relating to Indebtedness of 
Germany for Awards Made by the Mixed Claims Commission, United 
Statesand Germany. By this agreement, the West German Govern- 
ment bound itself to pay to the United States a total of $97,500,000 
in installments over the next 26 years, to be used in full discharge of 
Germany’s obligations with respect to awards of the Mixed Claims 
Commission to private United States nationals. The German Govern- 
ment also agreed to issue new bonds to the United States as evidence 
of these obligations. The United States agreed that upon receipt of 
the newly issued bonds it would cancel and deliver those of the de- 
faulted bonds it holds under the Debt Refunding Agreement of 1930 
which bear dates of maturity on or prior to March 31, 1943. 

It is extremely unlikely that any provision will ever be made for the 
redemption of bonds issued under the debt refunding agreement of 
1930 in addition to those covered by the agreement described in the 
preceding paragraph. Furthermore, if such redemptions did occur, 
the present provisions of the Settlement of War Claims Act of 1928, 
as amended, would give the Mixed Claims Commission awards in 
favor of the United States Government a priority over payments to 
German claimants whose assets are represented by the participating 
certificates. In essence, therefore, the participating certificates held 
by this Office are fictitious assets insofar as this Office is concerned 
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and are merely evidence of claims against their own Government 
insofar as Germans are concerned. It would appear to be unnecessary 
for this Office to continue to hold these certificates. Accordingly, 
section 1 (e) of the draft bill would authorize the Attorney General to 
transfer them to the Secretary of the Treasury pending their ultimate 
disposition. 

Section 2 would bar any claims to the assets transferred to the Treas- 
ury except those placed in blocked accounts and would bar the imposi- 
tion of liens and other encumbrances against the transferred assets. 

Section 3 would repeal a provision of the Trading With the Enemy 
Act prohibiting disposition of the Austro-Hungarian Bank funds 
described above other than to the liquidators of the bank. 

Section 4 contains a definition of the word “person’’ which is used 
in section 2 of the Trading With the Enemy Act, as amended. 





Treasury DepartTMeENT, 
Washington, D. C., June 5, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Intersiate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cnatrman: Reference is made to your request for 
the views of this Department on S. 2226 entitled “To authorize the 
Attorney General to dispose of the remaining assets seized under 
the Trading With the Enemy Act prior to December 18, 1941.” 

The bill would provide for closing out the administration of World 
War I assets by the Office of Alien Property 

(1) It would transfer certain unclaimed funds to miscellaneous 
receipts and would provide, in the case of funds held for claimants 
from specified countries, that the claimants would have 2 years during 
which they might begin judicial proceedings for recovery of the amount 
of their claims. 

(2) It would transfer to Treasury the remaining proceeds from the 
liquidation of certain assets of the Austro-Hungarian Bank. These 
proceeds are now held by the Department of Justice for the accounts 
of Czechoslovakia, Poland, and Rumania. The portion held for the 
account of Rumania would be deposited in the Rumanian claims 
fund to be distributed among Americans having claims against Ru- 
mania in accordance with Public Law 285, 84th Congress (69 Stat. 
562). The remaining portions would be held in accounts blocked 
under Executive Order 8389 of April 10, 1940, as amended. 

(3) It would also transfer to the Treasury certain assets to be 
liquidated or to be held pending ultimate disposition. 

The Treasury recommends favorable consideration for this bill. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 


W. Ranpotres Bureaess, 
Acting Secretary of the Treasury. 
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nent Foreign Ciatms SerrLeMENT 
sary Comission OF THE UNITED SrarTss, 
ngly, Washington, D. C., June 6, 1956. 
al to Hon. J. Percy Priest, 
nate Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 
reas- Dear Mr. Prisst: This is in further response to your request of his 
DOsi- May 24, 1956, for the views of the Foreign Claims Settlement lig 
ts. Commission on S. 2226, a bill to authorize the Attorney General to ig 
emy dispose of the remaining assets seized under the Trading With the : 
unds Enemy Act prior to December 18, 1941. ia 
As originally introduced in the Senate, S. 2226 was identical with ii 
used H. R. 6909 and H. R. 6971, both in the 84th Congress. The Comimis- 
sion has previously expressed its views to your Committee on both of 
these bills under date of September 30, 1955, and March 8, 1956, 


respectively. 





In general the subject bill would authorize, among other things, 
B. the transfer to the Secretary of the Treasury by the Attorney General 
of specified balances currently held in certain trust accounts belonging 
to the Governments of Czechoslovakia, Germany, Rumania, and 
Poland. These balances are the residue of the proceeds of certain 
Y Pe assets seized under the Trading With the Enemy Act prior to De- 
the cember 18, 1941. 
ider In the course of hearings before the Senate Committee on the 
Judiciary on the subject bill, the Department of Justice proposed an 
orld amendment to section 1 (c) of the bill, in which the Foreign Claims 
Settlement Commission concurred, to provide special treatmeat for 
ous the Rumanian assets to be transferred because of the enactment of 
ints Public Law 285. This law authorized certain claims of American 
aap nationals for losses resulting from the damage, destruction, or na- 
unt tionalization of American-owned property by Rumania during or 
immediately following World War II. These claims are payable from 
the the Rumanian claims fund established in section 302 of that act. To 
hese the extent that the transfer of Rumanian assets seized prior to De- 
nts cember 18, 1941, will enhance the available funds for the payment of 
the such claims, the Commission favored the provisions of the subject 
ims bill. 
Ru- The ultimate amount of funds available or to be available for the 
tat. paymeat of such Rumanian claims is not expected to exceed $25 
ked million. The amount of claims asserted against that fund may 
exceed $100 million. The Commission is advised that under the 
be provisions of S. 2226 relating to the transfer of Rumanian assets to 


the Rumanian claims fund there would be transferred the sum of 
I $87,294.12. 


get The question has been raised as to whether it would be appropriate 
our to transfer to the Rumanian claims fund World War I assets to take 


care of World War II claims. This involves, primarily, a matter of 
legislative policy upon which the Commission does not believe it can 
appropriately comment. It may be worth while to consider, however, 
I, that the question of World War I claims for war damage or war losses 
against the Government of Rumania raises the problem of whether 
there are any such claims by American nationals that could be asserted 
against the funds which are proposed to be transferred to the 
Rumanian claims fund established under Public Law 285, 84th 


90015°—57 H. Rept., 84-2, vol. 4-——117 
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Congress. The Commission understands that there are probably no 
such claims and that, therefore, the transfer of such Rumanian funds 
as proposed in S. 2226 would not discriminate against any World 
War I claimants. 

Although the enhancement of the Rumanian claims fund would 
not be significant, it would nevertheless be desirable in the opinion 
of the Commission and accordingly the Commission would favor the 
enactment of S. 2226 to the extent that its provisions relate to the 
administration of the Rumanian claims program which has been 
assigned to the Commission under Public Law 285. 

Informal advice has been received from the Bureau of the Budget 
that there would be no objection to the presentation of this report 
to your committee. 

Sincerely yours, 
Waurtney GiuuiLLaNpb, Chairman. 





Executive OFFicre oF THE PRESIDENT, 
Bureau or THE BupcGet, 
Washington, D. C., June 6, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: This refers to your letter of May 24, 
1956, requesting the comments of the Bureau of the Budget on S. 
2226, a bill to authorize the Attorney General to dispose of the remain- 
ing assets seized under the Trading With the Enemy Act prior to 
December 18, 1941. 

With the exception of two amendments, S. 2226 is identical to H. R. 
6909 and H. R. 6921 on which the Bureau favorably commented in 
our repective letters of July 6, 1955, and March 14, 1956. The 
amendments provide (1) that remaining proceeds acquired from Ru- 
manian assets seized prior to December 18, 1941, be transferred to the 
Treasury and deposited to the Rumanian claims fund to be distributed 
among Americans having claims against Rumania in accordance with 
Public Law 285, 84th Congress, and (2) that certain unclaimed funds 
be transferred to the Treasury and placed in miscellaneous receipt» 
and held for claimants from specified countries, provided that claim 
ants would have 2 vears to begin judicial proceedings for recovery of 
the amount of their claims. 

The Department of Justice has recently made a favorable report 
to your committee on S. 2226. For the reasons set out in that report 
and our previous letters on H. R. 6909 and H. R. 6921, the Bureau of 
the Budget recommends enactment of S. 2226. 

Sincerely yours, 


Percy RAppaport, 
Assistant Director. 
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| 
) CHANGES IN EXISTING LAW F 


| In compliance with clause 3 of rule XIII of the Rules of the House of E 
Representatives, changes in existing law made by the bill, as passed \@ 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, existing law in which no change ‘ 
is proposed is shown in roman): i 
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(b) In respect of all money or other property conveyed, transferred, ) 
assigned, delivered, or paid to the Alien Property Custodian or seized 
by him hereunder and held by him or by the Treasurer of the United 
States, if the President shall determine that the owner thereof at the 
time such money or other property was required to be so conveved, 
transferred, assigned, delivered, or paid to the Alien Property Cus- 
todian or at the time when it was voluntarily delivered to him or was 
seized by him was— 

(1) * * * 

* * * ra 4 * + 

[(15) The Austro-Hungarian Bank, except that the money or other 

property thereof shall be returned only to the liquidators thereof; or] 
* - * * + £ * 


O 
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AMENDING SECTION 410 OF THE INTERSTATE COM- 
MERCE ACT TO CHANGE REQUIREMENTS FOR OBTAIN- 
ING A FREIGHT FORWARDER PERMIT 





Jury 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Harris, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany 8S. 3365] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 3365) to amend section 410 of the Interstate 
Commerce Act, as amended, to change the requirements for obtaining 
a freight forwarder permit, having considered the same, report fa- 
vorably thereon without amendment and recommend that the bill 
do pass. 

HEARINGS 


Hearings on a companion bill to S. 3365, namely, H. R. 9772, were 
held by the Subcommittee on Transportation and Communications 
of this committee during the course of hearings on various transporta- 
tion bills held by that subcommittee beginning April 24 and ending 
June 20, 1956. The bill S. 3365 as passed by the Senate on June 19, 
1956, differs somewhat from the bill H. R. 9772, on which hearings 
were held. For reasons that will be explained, the Senate bill is 
herewith reported. The report of the Interstate Commerce Com- 
mission on H. R. 9772 is set forth as an appendix to this report. 


PURPOSE OF THE BILL 


The purpose of the bill is to give the Interstate Commerce Com- 
mission stronger administrative control over the issuance of permits 
to engage in the business of freight forwarding than exist under 
present law, and thereby to bring the requirements for forwarder 
permits more nearly into line with requirements that exist with 
regard to the granting of operating authority to other carriers subject 
to regulation under the Interstate Commerce Act. 


71006 
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EXPLANATION OF BILL 


Subsection (a) of section 410 of the Interstate Commerce Act pro- 
vides that no person may engage in service as a freight forwarder 
unless such person holds a permit, issued by the Interstate Commerce 
Commission, authorizing such service. Subsection (c) of section 410 
specifies the standards by which the Commission is to be guided in 
issuing permits. It provides, insofar as here pertinent, that: 


The Commission shall issue a permit to any qualified appli- 
cant therefor, authorizing the whole or any part of the service 
covered by the application, if the Commission finds that the 
applicant is ready, able, and willing properly to perform the 
service proposed, and that the proposed service, to the extent 
authorized by the permit, is or will be consistent with the 
public interest and the national transportation policy de- 
clared in this Act; otherwise such application shall be 
denied. * * * 


The foregoing standards are substantially the same as those provided 
in perts Il and III of the act to govern the issuance of permits to 
operate as contract carriers by motor vehicle and by water, respec- 
tively (secs. 209 (b) and 309 (g)). However, section 410 contains an 
additional provision which has no counterpart in other parts of the 
Interstate Commerce Act. Subsection (d) of said section 410 provides: 


The Commission shall not deny authority to engage in the 
whole or any part of the proposed service covered by any 
application made under this section solely on the ground 
that such service will be in competition with the service 
subject to this part performed by any other freight forwarder 
or freight forwarders. 


It is to the foregoing restriction on the Commission’s power to deny 
applications for freight forwarder permits that the bill is directed. 

1. R. 9772 and the companion bill S. 3665, as introduced, proposed 
to eliminate subsection (d) of section 410 altogether. During the 
course of hearings before the subcommittee testimony was submitted 
in behalf of certain railroads who do not oppose the bill in its general 
purpose but who are opposed to any impairment of the right which 
railroads now have, through a subsidiary corporation, to establish new 
freight forwarder service. They testified that forwarder service is 
important to railroads, which furnish the major portion of the physical 
facilities used by forwarders; that at the time the original forwarder 
regulation was enacted certain of the forwarders were controlled by, 
or affiliated with, certain railroads while other railroads had not 
acquired forwarders; and that one of the purposes of section 410 (d) 
was to protect the right of railroads who did not have an interest in 
forwarders to institute new freight forwarder service. For these 
reasons they opposed any change in the existing law which would make 
it more difficult for a railroad to establish freight forwarder service 
through a controlled corporation. 

To meet the objections of these railroads, the Senate amended its 
bill (S. 3365) so as not to eliminate section 410 (d) in its entirety, but 
to limit the scope of the subsection so that that will apply only to any 
application made by a corporation controlled by, or under common 
control with, a common carrier subject to part 1 of the act. The 
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effect is to leave the law unchanged with respect to any application to 
institute freight forwarder service by a railroad-controlled corpora- 
tion, but to remove the limitations on the Cemmission’s powers im- 
posed by section 410 (d) insofar as all other applications are concerned. 


NECESSITY FOR THE BILL 


-It has long been recognized that in order to maintain sound eco- 
nomic conditions in transportation, and to insure adequate, efficient 
and economical service for the public, the Interstate Commerce 
Commission must have some control over the number of entrants and 
extent of service in any given transport field. For example, it is pro- 
vided in part I of the Interstate Commerce Act (sec. 1 (18)) that no 
carrier by railroad shall undertake any extension of its line or construct 
a new line of railroad unless and until there shall first have been 
obtained from the Commission a certificate that the present or future 
public convenience and necessity require such construction and opera- 
tion. Similarly, a certificate of public convenience and necessity is 
required before common carrier service by motor vehicle or by water 
mav be instituted or extended (secs. 206 (a) and 309 (a)). 

Contract carriers by motor vehicle and by water are required to 
obtain permits from the Commission to institute or extend operations 
(secs. 209 (a) and (b) and 309 (f) and (g)). As previously stated, 
section 410 of the act, governing the issuance of permits to freight 
forwarders, was patterned after these latter provisions of parts II 
and III of the act, except that it contains the additional limiting provi- 
sions of subsection (d), which this bill amends. 

Under the above-mentioned permit provisions of parts II and III 
of the act, the Commission has regularly and frequently denied ap- 
plications for new or additional operating authority upon the grounds 
that the service of existing carriers was adequate to meet all reasonable 
requirements of the shipping public, and that the institution of addi- 
tional service would result in needless and uneconomic duplication of 
existing facilities. 

However, because of the provisions of section 410 (d), the Commis- 
sion has felt compelled to grant freight forwarder permits without 
regard to these considerations. ‘The Commission’s interpretation of 
the statute was spelled out in Lifschultz Fast Freight, Extension— West 
and Midwest (265 I. C. C. 431). The Commission placed great 
weight on section 410 (d), being of the view that the purpose of that 
section— 


is to assure that freight-forwarder applications shall not be 
denied, as were motor contract carrier applications, on the 
ground that the existing service is adequate (265 I. C. C. 431, 
440). 


The Commission also held, in that case, that section 410 (d) precludes 
the denial of an application on the ground that the proposed new 
service would result in impairment of forwarder service in general 
within the aifected territory in the absence of specific proof that sub- 
stantial impairment would result or reasonably could be anticipated. 
Upon appeal, this interpretation was upheld by the Supreme Court 
(Aeme Fast Freight, Inc., et al., v. U. S., et al., 338 U.S. 855). 

The committee has been informed that the burden of proof imposed 
under the above-cited case is one which it is practically impossible to 




















4 AMEND SECTION 410 OF INTERSTATE COMMERCE ACT 


meet and that, as a result, entry into the field of freicht forwarding 
has been and is virtually unrestricted under the present law. The 
Commission apparently has felt that it is compelled to grant nearly 
all freight forwarder applications which have come before it. It 
appears that the rélatively few applications which have been denied 
have each been distinguished by some unusual considerations peculiar 
to the particular case involved. Continued operation of the provi- 
sions of section 410 (d) without change could result in overcrowding 
the freight forwarder field beyond the limits of sound economic 
balance, a fact which has been called to our attention in the Commis- 
sion’s annual reports to the Congress in each of the last 4 years. 
[t also could result, and perhaps already has resulted, in useless and 
wasteful duplication of forwarder facilities and services, with prejudice 
to the interests of shippers using that service. 


TESTIMONY REGARDING THE BILL 


Testimony in support of the bill was offered by the Freight For- 
warders Institute on behalf of the freight-forwarding industry, by the 
Brotherhood of Railway Clerks on behalf of freight forwarder em- 
plovees, and by the Interstate Commerce Commission. 

The objections of certain railroads, who opposed the bill in part, 
were removed by the amendment made in the Senate and reflected in 
the bill as herewith reported. The bill is opposed by the represent- 
atives of certain shippers and shippers’ associations. 

In support of the bill the freight forwarders emphasize the fact that 
successful freight forwarding operations require the availability of a 
sufficient volume of freight to permit the accumulation and forwarding 
of truckload or carload quantities with reasonable frequency. As a 
corollary, they point out that the diffusion of the available traffic 
among too many forwarders tends to prevent any of them from render- 
ing an efficient and economical service. The testimony indicates that 
under the liberal policy which the Interstate Commerce Commission 
has felt compelled to follow by reason of the present restrictions on 
its powers to deny permits, such diffusion already has occurred. 

Data were submitted to show that, despite the great expansion in 
the number and scope of forwarder operating rights that has taken 
place since the enactment of regulation, the annual tonnage handled 
by the forwarding industry has declined over the same period. For 
example, in 1943 the freight forwarders handled 5.1 million tons of 
freight, while in 1955 the industry handled only 4.7 million tons. 
This strongly indicates that the available tonnage has simply been 
divided up between more forwarding companies. Not only does this 
tend to impair the efficiency of existing forwarder service, but it 
tends to discourage and retard the expansion and development of 
forwarder service in marginal areas where improved transportation 
service is most sorely needed. 

The representative of the freight forwarder employees supported 
the bill for much the same reasons. The proponents of the bill seek 
only the same measure of protection against wasteful and uneconomic 
competition which is accorded to all other carriers regulated under 
the act and which is customarily accorded to all regulated utilities. 

The shippers and shippers’ associations who opposed the bill took 
the position that additional competition in the freight-forwarder field 
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is desirable and that the bill would tend to foster monopoly. Such 
associations made the additional point that at some future date they 
might wish to apply for rights as regulated freight forwarders, either 
because of some possible change in the law aifecting their exempt 
status or by reason of their own election, and that meanwhile no 
change in the permit requirements should be made which would 
make it more difficult for them to secure forwarder operating rights. 

All of the opposition is founded, in part, upon the argument that 
freight forwarders are essentially shippers, not carriers, and that 
therefore no restraint should be placed upon the freedom of any 
person desiring to do so to enter the frei¢ht-forwarding business. 
This argument ignores the fact that freight forwarders are common 
carriers subject to regulation under the Interstate Commerce Act, 
and that in 1950 the act was amended so as specificaily to clarify 
their status as common carriers (Public Law 881, 81st Cong.). The 
same reasons which make it necessary to impose some restraints upon 
entry into other fields of carriage are present in the case of freight 
forwarding. Moreover, having been subjected to all of the burdens 
and obligations of regulation as common carriers, freight forwarders 
are entitled to the protection against uneconomic and wasteful 
competition normally afforded all other carriers. 

Witnesses who appeared before the subcommittee contended that 
the enactment of this bill would tend toward establishment of mo- 
nopoly in freight forwarder service, but the committee is not impressed 
by this contention. No such witness alleged that provisions in other 
parts of the Interstate Commerce Act, comparable to those which 
will result if the bill is enacted, have tended to create monopoly. 
Under such other provisions the Commission has not hesitated to 
authorize new or extended operations where it appeared that such 
operations would be consistent with the public interest, taking into 
account the possible effect of such new operations upon the service 
of existing carriers. 

Furthermore, the testimony shows that the freight forwarder 
business of the country is now divided among 96 companies, ranging 
in size from the small specialists to the large nationwide operators. 
The bill, of course, does not affect existing rights, and the committee 
is not impressed by the argument that a monopoly will result because 
the ban on the Commission’s power to consider competition in granting 
future permits is removed. 

The bill will not affect shippers’ associations, since they are excluded 
from regulation under part IV of the act. The contention of such 
associations that they may possibly be subjected to regulation at 
some future date is not, it seems to the committee, a valid argument 
against the bill. This argument is speculative and is not directed to 
the merits of the bill. 

CONCLUSIONS 


The committee believes that this legislation is required in the in- 
terest of maintaining sound and equitable regulation of the freight 
forwarding industry. Under the present situation, in which virtually 
all applications for freight forwarder permits are granted without re- 
gard for the economic consequences, it is highly probable that im- 
provident and westeful duplication of transportation services and 
facilitics will result. The bill is designed to avert that possibility, 
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and to afford the same protection to freight forwarders as the act now 
affords to other regulated carriers. The committee urges the House 
to pass this bill. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 410 (d) or THe INTeRsTaATE ComMMERCE AcT 


Sec. 410. (a) * * * TEETH 


* a7 * & * 


(d) The Commission shall not deny authority to engage 
in the whole or any part of the proposed service covered by 
any application made under this section by a corporation con- 
trolled by, or under common control with, a common carrier 
subject to part I of this Act solely on the ground that such 
service will be in competition with the service subject to this 
part performed by any other freight forwarder or freight 
forwarders, 





APPENDIX 


INTERSTATE Commerce Commission, 
Orrick oF THE CHAIRMAN, 
Washington, April 19, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear CHarrMaNn Priest: Your letter of March 9, 1956, addressed 
to the Chairman of the Commission and requesting a report and com- 
ments on a bill (H. R. 9772) introduced by Congressman Harris, to 
amend section 410 of the Interstate Commerce Act, as amended, to 
change the requirements for obtaining a freight forwarder permit, has 
been referred to our Committee on Legislation. After careful con- 
sideration by that committee, I am authorized to submit the following 
comments in its bebalf: 

H. R. 9772 would amend section 410 of the Interstate Commerce 
Act by eliminating subsection (d), and by appropriately redesignating 
the remaining subsections. 

The subsection which would be eliminated reads as follows: 

““(d) The Commission shall not deny authority to engage in the 
whole or any part of the proposed service covered by any application 
made under this section solely on the ground that such service will 
be in competition with the service subject to this part performed by 
any other freight forwarder or freight hatin Baas 

The effect to be given to section 410 (d) has been considered in a 
number of Commission proceedings, and, in this connection, one of the 
requirements necessary to issuance of a freight-forwarder permit under 
section 410 (c) is a finding, “that the proposed service, to the extent 
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authorized by the permit, is or will be consistent with the public 
interest and the national transportation policy.” In the administra- 
tion of part IV of the act by the Commission, applications for forwarder 
rights have been granted where the evidence showed, among other 
things, that shippers desired and would utilize a proposed service 
In those cases where it appeared that substantial impairment to the 
services of existing forwarders might result, the Commission has taken 
the position that such result would be contrary to the public interest 
and, upon so finding, has denied applications for new rights. However, 
due to the difficulty which interested parties in forwarder proceedings 
have had in adducing evidence to show the probable effects of a pro- 
posed service, very few applications for freight-forwarder permits have 
been denied upon evidence that the granting of such applications might 
lead to situations resulting in substantial impairment to the services 
of existing forwarders. 

The act of December 20, 1950 (Public Law 881, 81st Cong.) 
amended the Interstate Commerce Act by designating freight-forward- 
ers es common carriers. The Commission, in its 69th annual report 
to Congress, recommended (recommendation No. 31) that, since 
freight forwarders are now classified as common carriers, they be 
required to secure certificates of public convenience and necessity as 
a prerequisite to engaging in service as a freight-forwarder, the same 
type of authority required to be obtained by other types of common 
carriers. As stated in the annual report, the ease with which permits 
may be obtained, under section 410 (d), could result in general im- 
pairment of efficiency of forwarder service and harm to the general 
public. While it appears that the elimination of section 410 (d) is 
desirable so as to remove the restriction on the Commission’s author- 
ity to deny applications, we believe that the act should be further 
amended so as to give effect to the aforementioned annual report 
recommendation. 

While we are of the opinion that it would be more desirable to 
amend section 410 as suggested above, we have no objection to the 
enactment of H. R. 9772 as introduced. 

Respectfully submitted. 
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Antuony F. Arpata, 
Chairman, Committee on Legislation. 
J. M. Jounson, 

Owen CLARKE. 
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INCORPORATING THE MILITARY ORDER OF THE PURPLE 
HEART 





Jury 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


'To accompany H, R. 590] 


The Committee on the Judiciary, to whom was referred the bill 
1. R. 590) to incorporate the Military Order of the Purple Heart 
(ii. Ik. o9U) to incorporate the Military Order of the Furpie heart, a 
national organization of combat wounded composed solely of Purple 
Hearters, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


H. R. 590 grants a charter of incorporation to the Military Order 
of the Purple Heart. The Military Order of the Purple Heart is a 
patriotic organization with chapters in various parts of the country. 
[ts membership is composed of those persons who were awarded the 
Purple Heart in recognition of singularly meritorious acts of extra- 
ordinary fidelity or essential service. A wound received in action 
against any enemy of the United States is considered as resulting 
from singularly meritorious acts with essential service. Consequently, 
most of the members of the organization are persons who have been 
wounded in combat. The House Judiciary Committee is of the 
opinion that this is meritorious legislation and accordingly recom- 
mends its enactment. 

The committee has given careful consideration to H. R. 590 in view 
of the fact that the Department of the Army is opposed to its enact- 
ment. The Department of the Army indicates that it is opposed to 
the creation of an order within an order. The view of the Department 
is that there are many recipients of the Purple Heart who would not 
choose to participate in the activities of the national organization. 
Furthermore, the Department fears that the corporation may take 
actions which might adversely affect the recipients of the Purple 
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Heart who do not participate in the activities of the organization. 
The House Judiciary Committee is of the opinion that the fears of the 
Department of the Army are unwarranted and that the organization 
is fully deserving of a charter from the Congress. The report of the 
Department of the Army dated May 20, 1955, signed by Robert T. 
Stevens, Secretary of the Army, and directed to the Honorable 
Emanuel Celler, chairman of the Committee on the Judiciary, is made 
a part of the report at this point. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., May 20, 1956. 
Hon. EmMANnvuet CELier, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuarrmMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 590, 84th Congress, a bill to incorporate the Military 
Order of the Purple Heart, a national organization of combat wounded 
composed solely of Purple Hearters. The Secretary of Defense has 
delegated to the Department of the Army the responsibility for the 
preparation of this report on behalf of the Department of Defense. 

The Department of the Army is opposed to the enactment of the 
above-mentioned bill. 

H. R. 590 would, in effect, create an order within an order, a condi- 
tion to which the Department of the Army is strongly opposed. It is 
vrobable that of the thousands of persons to whom the Government 
has awarded the Purple Heart many would not choose actually to 
participate in the order proposed to be incorporated Nevertheless, 
the corporation, with the sanction of an act of Congress, might take 
actions which would adversely affect the inactive members of the 
order in the eyes of the general public. 

The Purple Heart is a military decoration originally instituted by 
Gen. George Washington on August 7, 1782. Award of the decoration 
lapsed at the conclusion of the War of the Revolution. By order of 
the President, published as General Orders No. 3, War Department, 
February 22, 1932, the Purple Heart was revived out of respect to 
the memory and military achievements of General Washington. 
Awards of the Purple Heart have been made to persons who, while 
serving in the Army of the United States, have performed any sin- 
gularly meritorious act of extraordinary fidelity or essential service. 
A wound received in action against any enemy of the United States 
is considered as resulting from singularly meritorious act of essential 
service. 

The award of the Purple Heart is an act, complete in itself, to 
indicate the recognition by the Government of a meritorious act or 
service for one’s country. Therefore, it is believed that no obligation 
should be attached to the holder of the award, and no organization 
should be set up under the authority of the Government which may 
in any way interfere with or reduce the prestige of such holder, or 
give any group of holders special rights and privileges not held by all. 

The records of the Department of the Army do not reveal any 
instance of incorporation by act of Congress of any group of individ- 
uals under the name of the military decorations authorized by law or 
regulations for the Army. While the Department of the Army desires 
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to give every encouragement to individuals and organizations who 
desire to foster patriotism, or the welfare and memory of worthy 
members of the service, it is not believed that the use of the name of 
any specific military decoration should be utilized as proposed by 
pei, aaa of the holders of the decoration. The names of militancy 
decorations have definite significance and any use of those names for 
other purposes tends to destroy that significance. The proposed 
measure would be a precedent for such action, and might seriously 
alter the whole scheme of military awards. 

Bills to incorporate the Military Order of the Purple Heart passed in 
prior Congresses were disapproved by the President. 

For the foregoing reasons, the Department of the Army, on behalf of 
the Department of Defense, recommends that the proposed legislation 
be not enacted into law. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be ex- 
pedited, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the program of the Presi- 
dent. As soon as such advice is received it will be forwarded to your 
committee. 

Sincerely yours, 
Rosert T, Srevens, 
Secretary of the Army. 
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INCORPORATING THE BOYS’ CLUBS OF AMERICA 





Jury 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 11571] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 11571) to incorporate the Boys’ Clubs of America, having 


considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


GENERAL STATEMENT 


H. R. 11571 grants a charter of incorporation to the Boys’ Clubs of 
America. ‘The Boys’ Clubs of America have performed great services 
in the promotion of the welfare of the boys throughout America. 
There are 435 Boys’ Clubs in 284 cities or communities with a member- 
ship of over 400,000. The clubs are wholly nonpolitical; they are 
open to every race and religion. The clubs provide facilities for sys- 
tematic sports, shops where the boys can discover their occupational 
bents, and for the study of music and books. The House Judiciary 
Committee is of the opinion that this is worthwhile legislation and 
accordingly it favorably recommends H. R. 11571 to the House of 
Representatives. 

O 
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SESQUICENTENNIAL CELEBRATION OF THE CITY OF 
ORANGE, N. J. 





Juty 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. Res. 543] 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (H. Res. 543) extending the felicitations of the House of Repre- 
sentatives to the city of Orange, N. J., on the celebration of its 
sesquicentennial, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 


GENERAL STATEMENT 


House Resolution 543 is designed to extend greetings and felicita- 
tions from the House of Representatives to the city of Orange, Essex 
County, N. J., on the celebration of the 150th anniversary of the 
granting of a charter by the Legislature of the State of New Jersey to 
the city. The city of Orange plans extensive celebrations of this 
historic occasion during this year. The House Judiciary Committee 
considers it most appropriate that this expression of good wishes be 
extended to the city of Orange on this historic occasion. Accordingly, 
House Resolution 543 is favorably recommended to the House of 
Representatives. 

O 
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CHANGING THE NAME OF BEDLOE’S ISLAND IN NEW 
YORK HARBOR TO LIBERTY ISLAND 





Juty 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Enater, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany 8S. J. Res. 114] 


The Committee on Interior and Insular Affairs, to whom was 
referred the joint resolution (S. J. Res. 114) to change the name of 
Bedloe’s Island in New York Harbor to Liberty Island. having 


considered the same, report favorably thereon without amendment 
and recommend that the joint resolution do pass. 


EXPLANATION OF SENATE JOINT RESOLUTION 114 


The committee believes that the name Liberty Island would be 
a more appropriate official name for Bedloe’s Island, upon which is 
situated the Statue of Liberty National Monument. 

Since aboriginal times to the present, this 12-acre island has been 
known by a series of names, including Minnissais or lesser island, 
Hore, Great Oyster, Oyster, Bedloo, Love, Kennedy’s, Corporation, 
Bedlow’s and Bedloe’s Island. Auguste Bartholdi. the sculptor of 
the Statue of Liberty, referred to Bedloe’s Island as Liberty Island 
and during the campaign by the New York World, 1885-90, to raise 
funds for the pedestal of the statue, the island was commonly called 
Liberty Island. 

The committee notes from the Early History of Bedloe’s Island, as 
presented in the National Park Service Historical Handbook, series 
No. 11, which history is set forth elsewhere in this report, that there 
is no moral or legal obligation for retaining the present name of the 
island. The name Bedloe’s was derived from the name of one of the 
former owners of the island, one Isaack Bedloo, who obtained patent 
to the land about 1667 and whose estate retained the island until 
1732, when it was sold to Adolphe Philipse and Henry Lane for 5 
shillings. 
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When President Grover Cleveland, on behalf of the people of the 
United States, accepted the Statue of Liberty from the people of 
France, he said: “We will not forget that Liberty has here made her 
home; nor shall her chosen altar be neglected.” Relevant thereto, it 
would appear most appropriate that the island from which rises the 
most symbolic structure in the United States, the Statue of Liberty, 
be named Liberty Island. 

Representative Hays of Arkansas, who introduced an identical 
measure, House Joint Resolution 473, in the statement which he made 
before the committee in support of Senate Joint Resolution 114, 
pointed out that an official change in the name of Bedloe’s Island to 
Liberty Island would be helpful to the association or committee which 
proposes to conduct a national campaign this fall to raise several 
million dollars by public subscriptions to finance the establishment of 
an American Museum of Immigration at the Statue of Liberty 
National Monument. 

The purpose of the American Museum of Immigration is explained 
in the Senate Report on Senate Joint Resolution 114 as follows: 


The American Museum of Immigration has as its purpose 
the strengthening of national unity through creation of a 
great national shrine of American ancestry. The project 
has been endorsed by President Eisenhower and officials of 
the National Park Service. 

As many as 800,000 people have visited the Statue of 
Liberty in a single year. When the museum is built, it will 
further add to the attractiveness of the Statue of Liberty and 
it is certain that this addition will be an added inducement 
for people to visit this world-famous statue. 

As part of the campaign, the American people will be asked 
to contribute voluntarily $5 million to finance the establish- 
ment of the American Museum of Immigration. When 
plans for the museum were being formulated, the idea was 
expressed that the name “Liberty Island’’ would be of much 
more significance than the title “Bedloe’s Island.” The 
committee fully agrees with this suggestion. The suggestion 
for a change in the name of the island was made by the 
trustees of the American Museum of Immigration, headed 
by Ulysses S. Grant III and Pierre 8S. DuPont HI. The 
eventual custodian of the museum will be the National Park 
Service and the committee would commend those who are 
giving of their time and efforts to provide the Statue of 
Liberty with a setting worthy of its preeminent place as the 
inspiring symbol of the United States and of our way of life. 


No appropriation of Federal funds is authorized by this legislation. 
EARLY HISTORY OF BEDLOE’S ISLAND 


(As set forth in the National Park Service Historical Handbook, 
series No. 11:) 

Bedloe’s Island, one of a group of islands in New York Harbor near 
the mouth of the Hudson River, has had a long and interesting 
history. Over it have flown the flags of Holland, Tiecland. and the 


United States; and for a brief time it was lent to the French Govern- 








CHANGE NAME OF BEDLOE'S ISLAND TO LIBERTY ISLAND 3 


ment. It has also belonged to the corporation of New York City, 
to the State, and to several private owners. 

The Mohegan Indians called it Minnissais, meaning lesser island. 
At various times it has been known as Great Oyster, Love Island, 
Bedloo’s Island, Kennedy’s Island, Corporation Island, Bedlow’s 
Island—an anglicized form of the original owner’s name—and now 
Bedloe’s, a spelling for which there is no historical basis. 

Under Dutch sovereignty the island became the property of Isaack 
Bedloo, merchant and “select burgher” of New Amsterdam, who was 
born in Calais, France. His name was listed with 94 others in the 
remonstrance of the People of New Netherlands to the Director- 
General and Council—a protest of public-spirited citizens to Holland 
against certain intolerable conditions. So it was not surprising that 
under English rule the island was formally granted to him by Governor 
Nicolls of New York. 

Bedloo is believed to have died in 1673. His estate retained the 
island until 1732, when his daughter Mary sold it to Adolphe Philipse 
and Henry Lane for 5 shillings. During their ownership the island 
was temporarily commandeered as the first quarantine station by the 
city, which feared “that smallpox and other malignant fevers may 
be brought in from South Carolina, Barbadoes, Antigua, and other 
places, where they have great mortality.” 

In 1746, Archibald Kennedy bought the island for the sum of 100 
pounds, for use as a summer home. During his ownership the State 
ordered the erection of a beacon on Bedloe’s Island, for the purpose of 
warning New Jersey, Connecticut, and New York of the approach of 
an enemy. 

In 1756, the Governor of New York instructed Kennedy, as pre- 
siding councilor of New York, to exercise all possible precautions to 
prevent the introduction of smallpox, which was then raging in 
Philadelphia. Kennedy permitted the use of his island again as a 
temporary quarantine station. In 1759, the Corporation of the City 
of New York bought the island for 1,000 pounds to erect a pesthouse. 
During the next few years it was leased to several different persons 
for varied periods of time. 

When the English occupied New York they seized Bedloe’s Island 
and used it as a refuge for Tory sympathizers. Objecting to this use, 
rebels managed to set fire to all the Calida on the island and to do 
other damage. 

The French came into the picture in 1793, using Bedloe’s Island as 
an isolation station for 3 years. In 1796, the island was conveyed to 
the ownership of New York State for use as a hospital site or any 
other desired purpose. 

By this time steps had been taken by the newly organized Federal 
Government, in conjunction with the State to erect fortifications to 
protect New York Harbor. Three sites—Governors Island, Ellis 
Island, and Bedloe’s Island—were chosen for defense fortifications, 
and on February 15, 1800, by act of the New York Legislature, the 
three islands were ceded to the United States Government. 

Construction of a land battery, in the shape of an 11-point star, 
was begun on Bedloe’s Island in 1806 and finished 5 years later. For 
a while referred to merely as the “works on Bedloe’s Island,’ it later 
was named Fort Wood in memory of a distinguished hero of the War 
of 1812 who was killed in 1814 during an attack on Fort Erie. 
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Following the War of 1812, Fort Wood served at various times as a 
Corps of Artillery garrison, ordnance depot, and recruiting station, 
and intermittently as a quarantine station. 

Then came Bartholdi and his great idea, and in 1877 Bedloe’s 
Island was chosen as the site for the Statue of Liberty Enlightening 
the World. Although the island was then abandoned as a military 
post, it remained under the control of the War Department, with the 
exception of an acre or so at its north end which was set aside for the 
Lighthouse Board which operated the light in the torch. In 1901, 
the lighthouse reservation also was placed under War Department 
control. 

AGENCY REPORTS 


The “no objection” report of the Department of the Interior is set 
forth below. The unfavorable report of the Bureau of the Budget, 
wherein it is reported that the Board on Geographic Names and the 
Coast and Geodetic Survey oppose the proposed change in the name 
of Bedloe’s Island, also is set forth below. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 4, 1956. 
Hon. Crarre ENGLie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: Your committee has requested a report on 
House Joint Resolution 473, a resolution to change the name of 
Bedloe’s Island in New York Harbor to Liberty Island. ‘The purpose 
of this proposed legislation is to change the name of Bedloes Island, 
upon which issituated the Statute of Liberty National Monument, to 
Liberty Island. 

We would have no objection to this measure if the Congress finds, 
upon consideration of this report, that such proposed legislation is 
warranted. This proposal ts of interest to this Department for two 
reasons: (1) Because of its application to our administration of the 
Statute of Liberty National Monument, situated on Bedloes Island; 
and (2) Because it involves a proposed change in a geographic name 
thereby relating to matters that are subject to consideration by the 
Board on Geographic Names. 

The Board on Geographic Names, which comprises representatives 
from various Federal departments and agencies (see 43 U.S. C. 1952 
edition, secs. 364-364f), is of special concern to this Department. 
In this connection, it should be noted that the Board has considered 
the proposed change in the name of Bedloe’s Island, as prescribed by 
the pending bill, and has reached the conclusion that the name should 
not be changed. It has been the accepted policy, repeatedly followed 
by the Board, to favor changes in established names only when the 
existing name is unsatisfactory. The Board has taken this position 
because of its belief that any other general course of action would 
lead to an undesirable instability of names, due to the fact that the 
number of proposals for such changes is large. 

In addition to the foregoing, we recognize that the proposed change 
in the name of Bedloe’s Island presents somewhat unusual historical 
and other considerations that warrant evaluation. The small island 
in New York Harbor that came to be known as “Bedloes” has been 
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known also by a series of other names from aboriginal times to the 
present. Available records show that the first name of the island was 
Minnissais or lesser island, which was used by the Mohegan Indians. 
In the Dutch colonial period, during the first half of the 17th century, 
the island was referred to by the names: Hore, Great Oyster, and 
Oyster. About 1667, soon after the beginning of English colonial 
occupation in New York, Isaack Bedloo was given a patent to the 
island and it became known by his name in local usage. In this 
period, the island was officially named Love Island by English 
Governor Lovelace. 

During the 18th century the island bore additional names. Upon 
its purchase by Archibald Kennedy, comptroller of the port of New 
York, in 1746, it became Kennedy’s Island; and, upon its acquisition 
by the city of New York, in 1758, it was named Corporation Island. 
In 1796, the island was acquired by the State of New York and it was 
officially renamed Bedlow’s Island at that time, using an anglicized 
spelling of Bedloo. This name was retained when the island was 
ceded to the United States about 1800 

Bedloe’s Island has become a symbol to all the peoples who have 
immigrated to this country and, in fact, to the peoples of the whole 
world, of the great ideals of human liberty. In the period that the 
Statue of Liberty was being planned and erected, its sculptor, 
Auguste Bartholdi, referred to Bedloe’s Island as Liberty Island. 
During the campaign by the New York World, 1885-90, to raise funds 
for the pedestal of the statue, the island was commonly called 
Liberty Island, but there was no official change from the name 
Bedloe’s Island. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
F. E. Wormser, 
Assistant Secretary of the Interior. 


EXecuTIVE OFFICE OF THE PRESIDENT, 

BureAvu oF THE BuDGET, 
Washington, D. C., May 23, 1956. 
Hon. Cratr ENGigE, 

Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cnuarrman: This is in response to your request for 
the views of this Bureau on House Joint Resolution 473, a resolution 
to change the name of Bedloe’s Island in New York Harbor to Liberty 
Island. 

A large number of proposals are made for changes in geographic 
names. Such proposals are considered by the Board on Geographic 
Names which was established by the Congress to standardize geo- 
graphic names for official use (Public Law 242, approved July 25, 
1947; 61 Stat. 456). The Board has adopted a strict policy that 
existing names should not be changed unless thev are clearly unsatis- 
factory. If such a policy were not followed, there would be great 
instability of names with frequent changes in maps and charts result- 
ing in confusion and increased costs of production. 
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The Board on Geographic Names has considered the proposed 
change in the name of Bedloe’s Island and recommends against it. 

The Department of Commerce, in response to our request for its 
views on the proposal, supported the recommendation of the Board on 
Geographic Names. The Department’s Coast and Geodetic Survey 
has used the name Bedloe’s Island on its charts since 1837. 

The name Bedloe’s Island is well established and is in general usage 
on Official maps and charts. It does not appear to detract in any way 
from the significance of the Statue of Liberty. On the other hand, 
the name Liberty Island would seem to add very little if anything to 
the significance of the statue. 

Under the circumstances, it is the view of this Bureau that the 
name of the island should not be changed. 

Sincerely yours, 
Ropert E. Merriam, 
Assistant to the Director. 


The Committee on Interior and Insular Affairs recommends that 
Senate Joint Resolution 114 be passed. 


O 
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2d Session No. 2784 








CONSIDERATION OF H. R. 7435 





Jury 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Trimstf, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 610] 


The Committee on Rules, having had under consideration House 
Resolution 610, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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9d Session 








CONSIDERATION OF H. R. 12061 





Juty 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. Situ of Virginia, from the Committee on Rules, submitted 
the following 


REPORT 
{To accompany H. Res. 611] 


The Committee on Rules, having had under consideration House 


Resolution 611, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 10433 





Jury 18, 1956.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nettu, from the Committee on Rules, submitted the following 


REPORT . 


{To accompany H. Res. 612] 


The Committee on Rules, having had under consideration House 
Resolution 612, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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&4rH CONGRESS HOUSE OF REPRESENTATIVES REvort 
2d Session No. 2787 








PROVIDING FOR THE DISPOSAL OF CERTAIN FEDERAL PROPERTY 
IN THE BOULDER CITY AREA, TO PROVIDE ASSISTANCE IN THE 
ESTABLISHMENT OF A MUNICIPALITY INCORPORATED UNDER 
THE LAWS OF NEVADA 





Juty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enexir, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S8. 514] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 514) to provide for the disposal of certain Federal 
property in the Boulder City area, to provide assistance in the estab- 
lishment of a municipality incorporated under the laws of Nevada, 
and for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

The amendment is as follows:. 
Page 2, line 7, strike out all of subsection (c) of section 2 and insert a 
new subsection as follows: 


(c) “Boulder City municipal area’ shall consist of and 
include the tract of land particularly described as follows: 

Lots 9, 10, 11, 12, south half north half, south half section 
1; lots 8, 9, 10, 16, that portion of lot 21 lying south of the 
right-of-way of United States Highway 93—466 and east 
of the right-of-way of United States Highway 95, both as 
hereinafter specifically defined, southeast quarter northeast 
quarter, east half southeast quarter section 2; that part of lot 
1 lying east of the right-of-way of United States Highway 95 
and south of right-of-way of United States Highway 93—466, 
those parts of lots 4, 5, 8 lying east of the right-of-way of 
United States Highway 95, east half east half section 11; 
all sections 12 and 13; those parts of lots 1, 4, 5, 8 lying east 
of the right-of-way of United States Highway 95, east half 


east half section 14; lots 1, 4, 5, northeast quarter northeast 
80757—56——1 
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quarter section 23; lots 1, 2, 3, 4, north half north half 
section 24, township 23 south, range 63 east; lots 8, 9, 10, 
section 1; all fractional sections 12, 13, 24, township 23 
south, range 63% east; south half south half section 28; 
south half south half section 29; lot 12, southeast quarter 
southwest quarter, south half southeast quarter section 30; 
lots 5, 8, 9, 12, east half west half, east half seetion 31; all 
section 32 and 33; south half section 34, south half section 
35, township 22 south, range 64 east; all sections 2, 3, 4, 5; 
lots 8, 9, 10, 11, 14, 15, 17, south half northeast quarter, 
southeast quarter northwest quarter, east half southwest 
quarter, southeast quarter section 6; all sections 7, 8, 9, 10, 
11, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26, township 
23 south, range 64 east, Mount Diablo base and meridian, 
State of Nevada, containing 21,674.23 acres, more or less. 

That portion of the east boundary of the right-of-way of 
United States Highway 95, together with a portion of the 
south boundary of the right-of-way of United States Highway 
93-466 lying within the west half east half of section 2, I1, 
and 14, township 23 south, range 63 east, Mount Diablo 
base and meridian, with which it is required that the pro- 
posed west boundary of Boulder City shall conform, and to 
which reference was made in the foregoing description, is 
more specifically described as follows: 

Beginning at the point of intersection of the east side of 
the right-of-way of Highway 95 with the original west 
boundary of the Boulder Canyon Project Reservation, this 
beginning point being located 2,315 feet north of corner 
Number 2, the southwest corner of the said reservation. 

Thence with the east side of the right-of-way of High- 
way 95, as defined by State highway map, project numbered 
006-1, (1), north 9 degrees 40 minutes east, 2,156 feet to a 
point of curve bearing toward the west. 

Thence with the curve, with a central angle of 13 degrees 
06 minutes, and a radius of 5,200 feet, for a curve distance 
of 1,188.92 feet to a point of tangency. 

Thence north 3 degrees 26 minutes west for a tangent cis- 
tance of 4,979.48 feet to a point of curve bearing toward the 
east. 

Thence with the curve, with a central angle of 19 degrees 
and a radius of 1,800 feet for a curve distance of 596.98 
feet to a point of tangency. 

Thence north 15 degrees 34 minutes east for a tangent dis- 
tance of 563.22 feet to a point of curve bearing toward the 
west. 

Thence with the curve, with a central angle of 21 degrees 
22 minutes 20 seconds and a radius of 2,200 feet for a curve 
distance of 820.63 feet to a highway monument marking the 
intersection of the east side of the right-of-way of Highway 
95 with the south side of the right-of-way of Highway 93— 
466 leading to Boulder City. 

Thence with the south side of the right-of-way of Highway 
93-466, as it curves in a southeasterly direction with a 
central angle of 4 degrees 11 minutes 10 seconds and a radius 
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of 3,700 feet with a chord bearing of south 54 degrees 08 
minutes 40 seconds east for a curve distance of 270.32 feet 
to a point on a north and south sixteenth section line dividing 
the east half of section 2, township 23 south, range 63 east, 
Mount Diablo meridian, said point being south 0 degrees 
05 minutes west 66.73 feet from the one-sixteenth section 
corner, marking the southeast corner of lot 21, section 2, 
township 23 south, range 63 east, Mount Diablo meridian, 
and a corner to the proposed Boulder City boundary, as first 
described herein above. 


Page 5, lines 9 and 10, strike out the words “prices established 
pursuant to”’ and insert the words “the appraised value as established 
under”’. 

+ Page 5, line 25, strike out the words “prices established pursuant 
to’”’ and insert the words “the appraised value as established under’. 
» Page 7, strike out all of subsection (d), lines 1 to 14 inclusive. 

Page 7, line 15, strike out subsection designation ‘‘(e)’’ and insert 
(gy? 

' Page 7, lines 23 and 24, strike out the words ‘‘new land lease,’ and 
insert “lease of lands not previously appraised,”’. 

Page 8, line 3, strike out subsection designation (f) and insert ‘‘(e)’’, 

Page 8, line 23, strike out subsection designation “(g)”’ and insert 
“uy. 

Page 9, line 6, strike out the words “section 4’’ and insert ‘‘subsec- 
tion 4 (a)”’. 

Page 9, line 17, strike out subsection designation “(h)” and insert 
“er: 

Page 9, line 24, strike out the subsection reference ‘‘(f)’’? and insert 
“lfay't. 
Page 10, following line 2, insert the following new subsection (h)— 


(h) In the event that the Secretary finds that financing on 
reasonable terms is not available from other sources, he may, 
in order to facilitate the sale of property to be sold under 
subsections (b) (1) and (b) (2) of this section, accept, in 
partial payment of the purchase price of the property notes 
secured by first mortgages on such terms and conditions as 
he deems appropriate. The maturity and percentage of ap- 
praised value in connection with such notes and mortgages 
shall not exceed those prescribed under section 223 (a) of 
the National Housing Act, as herein further amended, and the 
interest rate shall equal the interest rate plus the premium 
being charged (and any periodic service charge being author- 
ized by the Federal Housing Commissioner for properties of 
similar character) under section 223 (2) of the National 
Housing Act, as herein further amended, at the effective date 
of such notes and mortgages. The Secretary may sell any 
such notes and mortgages on such terms as he deems appro- 
priate. 


Page 12, line 7, strike out the sentence reading— 


The Secretary may condition the continued validity of any 
such lease on the lessee’s rehabilitation, replacement, or re- 
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location of any or all structures occupying the land m order 
to bring about closer conformance with general standards 
prevailing in the community. 


Insert new language reading as follows: 


Where the removal of any structure becomes necessary in 
order to accomplish the subdivision, the Secretary may 
acquire or relocate such structure. The continuing validity 
of any lease granted under this subsection shall be condi- 
tioned on the lessee’s making proper connections to water, 
electric, and sewerage systems, and may be conditioned on 
the lessee’s rehabilitation, replacement, or relocation of any 
or all structures occupying the land in order to bring about 
closer conformance with general standards prevailing in the 
community. 





Page 12, line 19, strike out the word “districts” and insert the word 
“district”. 
Page 13, line 24 and page 14, line 1, strike out the word “removal’”’ 
and insert the word “acquisition”. 
Page 14, line 17, following the word “‘such” insert the word “initial’’. 
Page 15, line 14, change the period to a colon and add the following 
proviso— 


Provided, That, solely for the purpose of effecting the afore- 
said division, the principal of all mortgage obligations held 
by the United States pursuant to section 3 of this Act shall 
then be deemed to have been paid in full into the Boulder City 
Municipal Fund; and all moneys thereafter received by the 
United States in payment of principal, interest, or other 
charges under such mortgage obligations shall be covered 
into the general fund of the Treasury, except as such moneys 
may initially be required to repay the outstanding portion 
of any loan under subsection (d) of this section. 


Page 17, line 15, change the period to a colon and add the following 
proviso— 


Provided further, That the electrical energy delivered here- 
under to the municipality in any one year shall not exceed 
in amount the maximum demand of this use at an annual 
load factor of thirty-five percent (35%), and that the amount 
of such electrical energy shall be reduced in any year in which 
there is a deficiency in electrical energy available from the 
Boulder Canyon Project in the same proportion as firm 
energy delivered to allottees is reduced in such year below 
firm energy as defined in said General Regulations. 


Page 17, line 23, strike out the words “filtered, potable’. 


Page 18, line 4, strike out the figure ‘$150,000” and insert the 
figure “‘$100,000’’. 
Page 18, line 4, change the period to a colon and add the following 
proviso— 


: Provided further, That the cost of filtration and treatment 
of such water shall be assumed by the municipality. 
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Page 20, line 11, through page 21, line 10, strike out all of section 10 
and insert the following new language— 


Sec. 10. In all sales, transfers, and grants of Federal 
property situated within the Boulder City municipal area 
the Secretary shall attach conditions involving such use 
restrictions as he may deem reasonable and necessary to 
preserve those community standards consistent with the 
national use and enjoyment of the project. Such restrictions 
shall include, without being limited to, restrictions against 
use of the property for the manufacture, sale, storage, or dis- 
tribution of intoxicating liquors, or narcotics, or habit- 
forming drugs, or for gambling, prostitution, lewd or immoral 
conduct, or for the conduct of any such condition by the 
grantee, his successors, assigns, or legal representatives, the 
instrument of transfer shall become null and void, and all 
right, title and interest in and to the premises conveyed shall 
revert to the United States. All conditions attached pursu- 
ant to this section shall run for a period of twenty-five years 
from the date of execution of the deed of conveyance wherein 
they are contained and shall expire at the end of said period. 


A bill similar to the one here reported was introduced in the House 
by Mr. Young, and the committee held hearings on this legislation 
in Boulder City and in Washington. 


PURPOSE 


The primary purpose of this legislation is to provide an orderly 


method for the Federal Government to relinquish ownership and con- 
trol of certain properties in Boulder City, Nev., not required for 
continuing Federal activities in that area, and at the same time to 
permit and encourage residents of the area to establish self-govern- 
ment under State law. The bill sets up procedures for employees of 
the Bureau of Reclamation and other agencies of the Department of 
Interior, as well as other Federal employees, to purchase the Govern- 
ment-owned housing in Boulder City. It provides for transfer to 
the municipality of municipal buildings, streets, utilities, etc., at such 
time as incorporation is accomplished. School properties would be 
transferred to the local school district. The legislation further pro- 
vides for limited grants and other assistance to the municipality during 
the formative period in order to encourage incorporation. 

The bill recognizes the continuing responsibility of the United States 
in connection with security, health, and other factors because of the 
investment of the Federal Government in Hoover Dam and power- 
plant, a major source of power supply for southern California, Arizona, 
and Nevada. ‘This power source is vital to national defense and to the 
economy of the area it serves. 

Hoover Dam and the Lake Mead recreational area represent a 
mecca for more than 2 million visitors annually from every State 
in the Union and many foreign countries. While a charge is made for 
the sightseeing trip of the dam and powerplant, none of the proceeds 
would go to defray municipal costs. Most of these visitors pass 
through Boulder City, thus the national significance of the area will 
continue even though the Federal Government relinquishes control of 
the strictly municipal operations. 
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BACKGROUND 


Since 1931, Boulder City, Nev., has been the headquarters of the 
Hoover Dam and pow erplant of the Boulder Canyon project. In 
succeeding years, other Interior Department activities have been 
located there, including region 3 headquarters of the Bureau of 
Reclamation, .the National Park Service, and the Bureau of Mines. 
Of the city’s present population of about 4,000, some 600 are Federal 
employees, and 150 are employees of the operating agents of the 
Hoover Dam project, who are the city of Los Angeles and the Southern 
California Edison Co. There are approximately 575 business and 
professional men and women in Boulder City and over 1,000 children 
in the local public schools. 

The matter of incorporation of Boulder City under the laws of 
Nevada has been under study for several years. In 1950 a survey was 
made by Mr. Henry Reining, Jr., a private consultant, under the 
direction of the Bureau of Reclamation. 

Mr. Reining, after detailed study of the problems of Boulder City, 
submitted a report which was printed as Senate Document 196, 81st 
Congress. Mr. Reining concluded that permanent solution to 
Boulder City’s many problems was incorporation as a self-governing 
and self-supporting municipality under the laws of the State of 
Nevada. At the same time, he recognized that encouragement and 
financial assistance would be necessary if incorporation was to be 
achieved. In recent years there has been a concerted effort on the 
part of both the Federal Government and Boulder City’s leading 
citizens to develop a plan and reach agreement on the Federal assist- 
ance necessary for the city to incorporate. 

For many years, Boulder City has clearly been capable of assuming 
responsibility for local self-government through incorporation as a 
municipality under the laws of Nevada, and the most important 
objective of this legislation is to assist the people there to achieve this 
self-government. Provisions in the legislation providing for sui 
orderly and equitable disposal of Federal property is a necessary 
prerequisite to incorporation. 

The legislation here reported originated with the administration. 
The Department of the Interior submitted to Congress in January 1955 
a draft of legislation and reeommended its enactment. In November 
1955 the Subcommittee on Irrigation and Reclamation held hearings 
in Boulder City, Nev., at which some 15 local witnesses appeared. 
The subcommittee held additional hearings in Washington on March 
7 and 8, 1956. In the meantime, the Senate passed the legislation 
and the committee referred the Senate-passed bill to the Department 
of Interior for a report. This procedure was considered desirable in 
view of the rather extensive changes made by the Senate in the 
original language recommended by the administration. These hear- 
ings and the Department’s report on the Senate-passed bill brought 
to the fore all the significant issues and implications involved in this 
legislation. Having analyzed the bill in the light of the local opinion 
expressed at the hearings and the Department’s recommendations, 
the committee developed language which is believed to be fair and 
equitable, and which would achieve the stated objectives. 
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PROVISIONS OF THE BILL 


Major provisions of the bill, as amended and reported by the com- 
mittee, are discussed in the following paragraphs: 

There are in Boulder City more than 200 homes which are owned 
by the Federal Government and which are presently being rented to 
its employees. Also, the Federal Government owns all of the lands 
in the city on which approximately 800 private homes and commercial 
buildings have been built under long-term leases. 

Sections 3 and 4 deal with the disposal of these Government-owned 
houses and the land not needed by the Federal Government. The 
houses are to be sold under a specific priority system. First choice 
is given to the tenant-occupant of a house. Where houses are not 
purchased by the tenant-occupant, they are then offered to Federal 
employees in the order selected through a public drawing. Property 
not disposed of either by sale to the tenant-occupant or sale through 
a public drawing would be sold to the highest bidder. 

The selling price would be the fair market value less a 10-percent 
discount or rebate for prompt achievement of municipal incorporation. 
It is estimated that the current fair market value of Government- 
owned houses totals approximately $2 million. 

Section 3 also authorizes the Secretary to accept property notes 
secured by first mortgages. It has been determined that a number of 
Government houses in Boulder City may not conform to FHA or VA 
requirements, structurally or otherwise, so as to be qualified for a loan 
under these programs. Also, those who are buying the houses may be 
hindered from obtaining mortgage loans because of the fact that high 
discounts required by lenders have characterized the mortgage market 
recently and FHA and VA regulations prohibit the purchaser from 
assuming such discounts. 

All the land within municipal limits not needed for Federal purposes 
would be transferred to the municipality, subject to existing leases. 
After incorporation of the municipality, each lessee would be given 
an option to purchase his lot from the municipality at its appraised 
value. 

Section 4 would in addition provide for initiating rehabilitation of 
an area of Boulder City known as the Lakeview addition where people 
have built homes on Federal lands without permit or lease from the 
Federal Government. Many of these homes are substandard and are 
located helter-skelter throughout the area. Streets, street lighting, 
and water and sewer facilities are limited or nonexistent. The con- 
tinued presence of this condition has come about by acquiescence or 
default of the Federal Government and through lack of appropriations 
for needed improvements. Therefore, the committee believes that it 
is appropriate for the Federal Government to make a modest start to 
correct this situation, and thereby encourage the Boulder City munici- 
pality to carry on more extensive work needed to bring Lakeview 
addition to general community standards. 

Section 5 would authorize the transfer of municipal buildings, 
streets, roads, utiJities, etc, to the municipality upon its incorporation 
and transfer school properties to the local school district. It has been 
estimated that these municipal facilities represent a Government 
investment of approximately $2.5 million, and that the school property 
represents an investment of $1.7 million. 
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Section 6 would set up a special fund in the Treasury to be known 
as the Boulder City Municipal Fund. All proceeds from the disposal 
of property would be deposited in this fund. This section would also 
authorize the appropriation from this special fund of $245,000 to be 
used for rehabilitation and maintenance of the city’s facilities and 
utilities. Expenses involved in the disposal of property, including 
rebates where appropriate, would also come from this fund. 

Section 8 would authorize the Secretary to deliver up to 19,500 
kilowatts of power to the municipality. This is power reserved to 
the United States under the Hoover Dam power regulations and 
contracts. The power would be used by the municipality for resale 
in the municipal area, and would constitute a source of revenue for 
the city. Under an amendment adopted by the committee, the actual 
electrical energy delivered could not exceed the maximum demand 
(19,500) at an annual load factor of 35 percent, and the amount would 
be reduced in any year in which a deficiency in electrical energy availa- 
ble from Boulder project occurred, in the same proportion as the re- 
duction to other customers _ It is estimated that under this provision 
approximately 52 million kilowatt-hours would be available annually 
to the municipality. The greatest annual use to date has been about 
43.3 million kilowatt-hours. 

Section 9 provides that the Federal Government contribute $100,000 
annually for delivering water to the municipality. The maximum rate 
of delivery would be 3,650 gallons per minute. Every 5 years after 
the incorporation of the municipality, the Secretary would be required 
to investigate the need for continuation of this financial assistance rnd 
make recommendations to Congress. Boulder City was necessarily 
situated high above the river, and the committee feels that this 
annual subsidy for supplying water to the city is justified. The 
committee believes, however, that the cost of filtration and treatment 
of the water should be assumed by the municipality. 

Section 10 requires that restrictive use conditions be incorporated 
in deeds of property to be transferred under the proposed legislation 
for a period of 25 years. Because of the potential importance of this 
area to the national interest, and the increasingly active interest that 
has been directed towards expansion of the recreational facilities of 
Lake Mead, the committee feels that this provision is desirable. 


EXECUTIVE COMMUNICATIONS 


The report of the Department of the Interior on the legislation as it 
passed the Senate is set out below. The Department recommends 
changes in the Senate-passed bill, all but one of which have been 
adopted by the committee. Also set out below is the executive 
communication from the Department which originally resulted in 
introduction of this legislation. 

DEPARTMENT OF THE INTERIOR, 


OFFICE OF THE SECRETARY, 
Washington, D. C., April 28, 1966. 


Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C 
My Dear Mr. ENGueE: This is in response to your letter of February 1, 1956, 
relating to H. R. 2890 and 8. 514 (84th Cong.), identical bills to provide for the 
disposal of certain Federal property in the Boulder City area, to provide assistance 
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in the establishment of a municipality incorporated under the laws of Nevada, 
and for other purposes. You have asked for comments by this Department on 
the amendments to 8. 514 “yy or by the Senate (S. Rept. 1091, 84th Cong.). 
8. 514. as introduced, and H. R. 2890, are identical with the draft of bill trans- 
mitted to the Congress by this Department on January 18, 1955, with the recom- 
mendation that legislation along such lines be enacted. Our comments and 
recommendations on the Senate amendments follow under part A, infra. In 
addition, we are recommending, under part.B, infra a number of amendments 
which are new and apart from the Senate amendments. 


Part A—ComMENTS AND SvuGcEsTep REvisions oF SENATE AMENDMENTS 


(All P e and line references are to ‘‘S. 514, in the House of Representatives, 
July 28, 1955. Referred to the Committee on Interior and Insular Affairs’’) 


This Department favors the majority of the Senate amendments. For the 
most part they are perfective in character and offer procedural and minor sub- 
stantive changes or additions which would, in our opinion, add to the overall 
effectiveness and workability of the legislation. Three of the Senate’s amend- 
espe) however, require our special comment, as they represent marked changes 
in substance, 


Subsection 3 (d) 


The first of these changes is the formula provided in subsection 3 (d) for estab- 
lishing the sale price to priority purchasers of Government housing in Boulder 
City, that is, purchasers under subsections 3 (b) (1) and 3 (b) (2). he objective 
of the Senate amendment, as indicated in Senate Report 1091, page 5, is to set 
prices which would permit the Government to come out even as to its investment 
cost and upkeep expenses in the houses and to do so in a way which would result 
in equality among all purchasers with respect to potential capital gain from any 
future resale of the houses. On the basis of currently estimated real estate values, 
such sales prices would almost certainly be lower than the appraised value. 
Estimates given in Senate Report 1091 indicate that the effect of the formula 
would be to provide, at present market values, a discount of approximately 30 
percent. In addition, 10 percent of the sales price would be credited or rebated 
if the municipality achieved incorporation within 4 years after the date of the act. 

This Department, in developing its proposed legislation, gave careful considera- 
tion to the question of the selling price of the houses to preference purchasers. It 
was concluded, and subsequently recommended, that the selling price should be 
the fair market value, less a 10-percent discount (or rebate) for prompt achieve- 
ment of municipal incorporation. Accordingly, we here recommend a return to 
the original plan proposed in 8. 514, as introduced, by deleting subsection 3 (d) of 
the Senate version and redesignating the succeeding subsections of section 3 
accordingly. It would then be necessary to change both subsection 3 (b) (1) and 
subsection 3 (b) (2) by substituting for the words ‘prices established pursuant 
to” as they appear in each subsection, the words ‘‘the appraised value as estab- 
lished under.”’ Also, of course, the reference to subsection 3 (f) in subsection 3 (h) 
of 8. 514, as amended, should be changed to subsection 3 (e). 


Subsection 3 (e) 


In subsection 3 (e), lines 22 and 23 on page 7, strike the words ‘‘new land lease”’ 
and insert in lieu thereof ‘lease of lands not previously appraised.’ 

This change would eliminate a possible ambiguity. In the event a new land 
lease were granted after termination or cancellation of a prior lease, the existing 
language of the Senate amendment would seem to require an appraisal of the 
land, irrespective of whether it had already been appraised under this subsection. 


Subsection 3 (g) 

In subsection 3 (g), line 6 on page 9, strike the words ‘‘section 4” and insert in 
lieu thereof ‘subsection 4 (a).” 
Subsections (4 (b), 6 (b) (1), and 6 (b) (2)—Lakeview addition 

The second major change in the bill made by the Senate is found in the new pro- 
visions relating to Lakeview addition, an area near Boulder City where some 68 
dwelling places have been located, more or less at random, on Government land 
without lease or permit of any kind. S. 514, as introduced, contained no specific 
provision dealing with Lakeview addition. 


80757—56———-2 
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Subsection 4 (b), as added by the Senate, would require the Secretary to sub- 
divide the area into lots and blocks and then lease to houseowners there the under- 
lying lot, or another lot in the area if removai or location of the dwelling should 
be required in order to accomplish the subdivision. The Secretary could condition 
any lease ‘‘* * * on the lessee’s rehabilitation, replacement, or relocating of 
any or all structures occupying the land in order to bring about closer conformance 
with general standards prevailing in the community. * * *.” 

Subsection 6 (b) (1) would provide that the cost of subdividing the area and | 
making necessary removals or relocations of structures be paid from moneys in 
the Boulder City Municipal Fund. 

Subsection 6 (b) (2) would authorize $150,000 to be appropriated for expendi- 
ture toward construction or improvement of the street and utility systems in 
Lakeview addition. 

The Bureau of Reclamation estimates the minimum cost of bringing the utilitiee 
and facilities in the area up to general standards prevailing elsewhere in the com- 
munity to be $535,000. The cost of necessary removing or relocating of dwellings 
in connection with the subdivision would approximate $100,000 in addition. The 
Senate amendments are, of course, designed to permit action on this long-deferred 
problem to get underway and thus give impetus to a continuing program of 
integration of Lakeview addition into the rest of the community. The Depart- 
ment of the Interior is of the view, however, that additional assistance to this 
extent cannot be justified as a Federal responsibility. Accordingly, we recom- 
mend that subsection 6 (b) be deleted and the language of subsection 6 (b) of 
8. 514, as introduced, be restored. 

We further recommend that subsection 4 (b) be deleted and the following be 
inserted in lieu thereof: 

““(b) In that part of Boulder City where federally owned lands not under 
lease are occupied by privately owned structures and which is commonly referred 
to as Lakeview Addition, the Secretary shall determine by such method as may 
be appropriate, lot lines to conform, as nearly as is reasonable and feasible in his 
judgment, to the existing pattern of land occupancy, On submission of satis- 
factory proof of ownership, the Secretary shall offer to the owner a lease, in 
accordance with the terms of the first proviso under the heading ‘Boulder Canyon 
Project’ in the Interior Department Appropriation Act, 1941 (54 Stat. 406, 437), 
of the lot his structure is occupying, as determined and defined by the Secretary. 
Or, on request of any such owner, the Secretary may, in his discretion, lease to 
such owner in lieu of the lot his structure is occupying, another lot in the Boulder 
City municipal area, to be approved by the Secretary, on condition that such 
owner agree to clear and vacate the former lot and to relocate or build on the lieu 
lot a habitable structure in conformance with general standards prevailing in the 
community. Unless incorporation of the municipality shall previously have 
been achieved, the Secretary, at the expiration of fiscal year 1961, may terminate 
and may renegotiate on such terms and conditions as he may prescribe, any 
lease of a lot granted under this subsection, except a lease of a lieu lot. The 
Secretary’s determinations under this subsection shall be final and conclusive.” 

The above-suggested revision of subsection 4 (b) would make it advisable that 
subsection 4 (b) be added to the excepted subsections in section 16 of the bill. 

As a matter of information to the committee, it might be pointed out that, in 
our judgment, subsections 4 (b) and 6 (b) of S. 514, as amended, would benefit, 
from a procedural standpoint, by the following additions: 

In subsection 4 (b), line 7 on page 12, strike the sentence beginning with the 
words “The Secretary’’, and insert: 

‘‘Where the removal of any structure becomes necessary in order to accomplish 
the subdivision, the Secretary may acquire or relocate such structure. The 
continuing validity of any lease granted under this subsection shall be conditioned 
on the lessee’s making proper connections to water, electric, and sewerage systems, 
and may be conditioned on the lessee’s rehabilitation, replacement, or relocation 
of any or all structures occupying the land in order to bring about closer con- 
formance with general standards prevailing in the community.” 

In subsection 6 (b). (1), line 24 on page 13 and line 1 on page 14, delete the 
word “removal” and insert ‘‘acquisition,’’ 

In subsection 6 (b) (2), line 17 on page 14, insert after the word “‘such” the 
word “‘initial,’”’ This would make clear that the work to be performed by 
expenditure of the $150,000, when appropriated, is solely for the purpose of 
providing a start toward complete and adequate systems, and nothing more. 


Continuation of that work would, of course, fall to the community. 
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Subsection 9 (a) 


The third major change which the Senate amendments would make is to 
increase the maximum annual dollar cost of the water supply assistance to the 
municipality from $100,000 to $150,000, at the same time relieving the munici- 
pality of the expense of filtration and treatment of the water. We know of no 
new facts to justify a change from our earlier recommendation contained in 8. 
514, as introduced; namely, that the maximum annual cost of water delivery to 
the municipality, on the basis of the capacity of the existing water line, should 
be $100,000 and that the expense of filtration and treatment should be borne by 
the municipality. Accordingly, we recommend that the language of this sub- 
section in the original measure be restored. 


Part B—Nerw AMENDMENTS Now BeinG PRoposep BY TH1s DEPARTMENT 
(Unless otherwise indicated, all references are to 8. 514, as amended) 
Subsection 2 (c) 


Subsection 2 (c) of both 8. 514, as amended, and H. R. 2890, describes the pro- 
posed “Boulder City municipal area’ as agreed on by the Bureau of Reclamation, 
the Boulder Canyon project, the National Park Service, and a local advisory 
group. However, since these proposed city limits were established, it has been 
determined that a portion of the west municipal boundary line should be changed 
for two reasons: 

1. A major portion of a tract of land, formerly described as lot 17, section 2, 
was approved for exchange by the Bureau of Reclamation under section 8 of the 
Tavlor Grazing Act. The application for exchange was submitted to the Bureau 
of Land Management November 26, 1952. It was assigned serial No. Nevada 
011749, and is awaiting action by the Bureau of Land Management. The 
purpose of the exchange was to give the United States title to a tract of land, in 
the same general area, which is occupied by the Hoover-basic south 230-kilovolt 
transmission line—Parker-Davis project. 

As a result of this proposed exchange, a supplemental plat of sec. 2, T. 23 S., 
R. 63 E., Mount Diablo meridian, dated July 21, 1955, was made to segregate 
the area selected in exchange. That portion of former lot 17 involved in the 
exchange is now platted as lot 20, and the remaining portion of former lot 17 is 
now platted as lot 21. 

As the Bureau of Reclamation is committed to the exchange, and its consum- 
mation will be to the Bureau’s benefit, it is recommended that 8. 514, as amended, 
and H. R. 2890 be amended to delete former lot 17, see. 2, T. 23 S., R. 63 E., 
Mount Diablo meridian, from the area proposed to be inclided in the Boulder 
City boundaries, in lieu whereot there would be inserted that portion of lot 21, 
T. 23 S., R. 63 E., Mount Diablo meridian, lying south of the right-of-way of 
U. 8S. Highway 93-466 and east of the right-of-way ot U. 8S. Highway 95. The 
remaining portion of lot 21 embraces largely highway right-of-way and, as dis- 
cussed in 2 below, would also be excluded from the municipal area. 

2. The proposed western municipal boundary coincides with the Lake Mead 
national recreation area boundary, which is also the original Boulder Canyon 
project reservation boundary. This encompasses a section of U. 8. Highway 95 
which at the time the proposed municipal boundary was established was assumed 
to be outside of the recreation area. This evidently was the case when the recrea- 
tion area boundary was established years ago, but subsequent realinement of the 
highway has brought it just within the area. 

This section of highway will be a considerable distance from the developed area. 
There will be no advantage or benefit whatever to the municipality in having this 
highway within its area, and it would require additional personnel and equipment 
for the municipality’s police. 

In view of the foregoing, it is reeommended that the description of the ‘‘Boulder 
City municipal area’ as described in 8. 514, as amended, and H. R. 2890 be 
amended by deleting all of subsection 2(c) and substituting therefor the following, 
which will delete a portion of what was formerly lot 17, section 2, describe the new 
delineation of the western boundary, and correct the acreage total for the area: 
Section 2 

“(c) ‘Boulder City municipal area’ shall consist of and include the tract of land 
particularly described as follows: 

“Lots 9, 10, 11, 12, south half north half, south half section 1; lots 8, 9, 10, 16, 
that portion of lot 21 lying south of the right-of-way of U. 8S. Highway 93-466 
and east of the right-of-way of U. 8. Highway 95, both as hereinafter specifically 
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defined, southeast quarter northeast = eg east half southeast quarter section 2; 
that part of lot 1 ab gtoaen of the right-of-way of U. 8. Highway 95 and south of 
right-of-way of U. 8. Highway 93-466, those of lots 4, 5, 8 lying east of 
the right-of-way of U. 8. Highway 95, east half east half section 11; all sections 
12 and 13; those parts of lots 1, 4, 5, 8 lying east of the right-of-way of U. 8. 
Highway 95, east half east half section 14; lots 1, 4, 5, northeast quarter northeast 
quarter section 23; lots 1, 2, 3, 4, north half north half seetion 24, township 23 
south, range 63 east; lots 8, 9, 10, section 1; all fractional sections 12, 13, 24, 
township 23 south, range 63% east; south half south half section 28; south half 
south half section 29; lot 12, southeast quarter southwest quarter, south half 
southeast quarter section 30; lots 5, 8, 9, 12, east half west half, east half section 31; 
all sections 32 and 33; south half section 34, south half section 35, township 22 
south, range 64 east; all sections 2, 3, 4, 5; lots 8, 9, 10, 11, 14, 15, 17, south half 
northeast quarter, southeast quarter northwest quarter, east half southwest 
quarter, southeast quarter section 6; all sections 7, 8, 9, 10, 11, 14, 15, 16, 17, 18, 
19, 20, 21, 22, 23, 24, 25, 26, township 23 south, range 64 east, Mount Diablo 
base and meridian, State of Nevada, containing twenty-one thousand six hundred 
seventy-four and twenty-three one hundredths (21,674.23) acres, more or less. 

“That portion of the east boundary of the right-of-way of U. 8. Highway 95, 
together with a portion of the south boundary of the right-of-way of U. 8. Highway 
93-466 lying within the west half east half of sections 2, 11, and 14, township 23 
south, range 63 east, Mount Diablo base and meridian, with which it is required 
that the proposed west boundary of Boulder City shall conform, and to which 
reference was made in the foregoing description, is more specifically described as 
follows: 

“Beginning at the point of intersection of the east side of the right-of-way of 
Highway 95 with the original west boundary of the Boulder Canyon Project Res- 
ervation, this beginning point being located 2,315 feet north of Corner No. 2, the 
southwest corner of the said Reservatoin. 

“Thence with the east side of the right-of-way of Highway 95, as defined by 
State Highway Map, Project No. 006-1, (1), north 9°-40’ east, 2,156 feet to a 
point of curve bearing toward the west. 

“Thence with the curve, with a central angle of 13°-60’, and a radius of 5,200 
feet, for a curve distance of 1,188.92 feet to a point of tangency. 

“Thence north 3°-26’ west for a tangent distance of 4,979.48 feet to a point 
of curve bearing toward the east. 

“Thence with the curve, with a central angle of 19° and a radius of 1,800 feet 
for a curve distance of 596.98 feet to a point of tangency. 

“Thence north 15°-34’ east for a tangent distance of 563.22 feet to a point of 
curve bearing toward the west. 

“Thence with the curve, with a central angle of 21°-22’-20’’ and a radius of 
2,200 feet for a curve distance of 820.63 feet to a highway monument marking the 
intersection of the east side of the right-of-way of Highway 95 with the south side 
of the right-of-way of Highway 93-466 leading to Boulder City. 

“Thence with the south side of the right-of-way of Highway 93-466, as it 
curves in a southeasterly direction with a central angle of 4°-11’-10’’ and a 
radius of 3,700 feet with a chord bearing of south 54°-08’—40’’ east for a curve 
distance of 270.32 feet to a point on a north and south sixteenth section line 
dividing the east half of section 2, township 23 south, range 63 east, M. D. M., 
said point being south 0°-05’ west 66.73 feet from the one-sixteenth section corner, 
marking the southeast corner of lot 21, section 2, township 23 south, range 63 
east, M. D. M., and a corner to the proposed Boulder City boundary, as first 
described herein above.” 

A map showing the changes recommended above is attached. 


Section 3 


In connection with the amendment which we are here recommending be added 
to this section, it will be necessary to detail certain circumstance recently as- 
certained. We have been advised that a number of the Government houses in 
Boulder City may not conform to FHA or VA requirements, structurally or other- 
wise, so as to be mortgageable under the FHA and VA programs. Peckatboce 
purchasers desiring to buy such houses would be faced with a difficult financing 
po: In addition, even those who would be buying approved dwellings may 

e hindered from obtaining mortgage loans by the fact that high discounts re- 
quired by lenders have characterized the mortgage market recently. Yet, 

HA and VA regulations prohibit the haser from assuming any of such 


ure 
discounts. Therefore, in practice it has been project builders and individual 
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sellers who have absorbed the discount. The Government as the vendor of the 
Boulder City housing would have no authority to absorb these discounts. 

These two circumstances of nonconforming structures and discounts 
by mortgage lenders make it appear advisable to us, in order that sales to prefer- 
ence purchasers under the bill may be assured, to add an amendment, at an appro- 
priate point in section 3, along the following lines: 

“In the event that the Secretary finds that financing on reasonable terms is not 
available from other sources, he may, in order to facilitate the sale of property to 
be sold under subsections (b) (1) and (b) (2) of this section, accept, in partial 
payment of the purchase price of the property notes secured by first mortgages 
on such terms and conditions as he deems appropriate. The maturity and per- 
pr of appraised value in connection with such notes and mortgages shall not 
exc those prescribed under section 223 (a) of the National Housing Act, as 
herein further amended, and the interest rate shall equal the interest rate plus 
the premium being charged (and any periodic service charge being authorized by 
the Federal Housing Commissioner for properties of similar character) under 
section 223 (a) of the National Housing Act, as herein further amended, at the 
effective date of such notes and mortgages. 

“The Secretary may sell any such notes and mortgages on such terms as he 
deems appropriate.” 

The foregoing language is patterned after section 62 of the Atomic Energy 
Community Act of 1955 (69 Stat. 471, 478-479). It is somewhat similar to 
language employed in subsection 3 (b) of this Department’s proposed revision of 
H. R. 1803, 84th Congress, relating to the town of Coulee Dam, Wash. This is 
the proposal sent to you with our letter of July 7, 1955. 


Subsection 5 (b) 


In subsection 5 (b) the word “districts” should now be changed to “district” 
in the singular. A recent Nevada statute has integrated all school districts in 
a given county into one countywide district. 

Subsection 6 (c) 


The addition of the recommended amendment under section 3 to provide for 
Government financing of certain housing purchases would seem to make it 


advisable, in the interest of avoiding S rycear divisions of mortgage receipts into 


project and nonproject portions, to a 
section 6 (c): 

“Provided, That, solely for the purpose of effecting the aforesaid division, the 
principal of all mortgage obligations held by the United States pursuant to 
section 3 of this Act shall then be deemed to have been paid in full into the 
Boulder City Municipal Fund; and all moneys thereafter received by the United 
States in payment of principal, interest, or other charges under such mortgage 
obligations shall be covered into the general fund of the Treasury, except as such 
moneys may initially be required to repay the outstanding portion of any loan 
under subsection (d) of this section.” 


Section 10. 


Our comments on this section are basic and are applicable to section 10 both 
as originally introduced and as amended by the Senate. 

The matter of who ought to assume the responsibility for determining whether 
gambling, liquor trade, etc., should continue to be excluded from Boulder City 
after its incorporation has been given exhaustive consideration by this Department 
ever since receipt in 1950 of the special report by Dr. Henry Reining on Boulder 
City (8. Doe. 196, 8ist Cong.). The question reduced itself to whether the 
United States, by the employment of restrictive use conditions in the deeds of 
property to be transferred under the proposed legislation, should create permanent 
or, at least, long-term restrictions or whether it should employ temporary condi- 
tions of minimum duration on termination of which the citizens of Boulder City 
by appropriate local action could maintain restrictions or prohibitions against 
such property uses. The decision was admittedly a difficult one. All the known 
factors were carefully discussed and weighed. We had to consider always the 
supreme economic, and therefore strategic, importance of Hoover Dam, We 
knew that there was a vital relationship between the community of Boulder City 
and operations of the dam and powerplant. The substantial Federal interest in 
a sound, stable community environment in Boulder City would clearly endure 
for an unforeseeably long time. We could not close our eyes to the fact that there 
was at least some risk that the community might take action to open the town to 


d the following proviso at the end of sub- 


\ 
~~ 
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Toperty uses of a type which might affect the character of the local environment. 
t was our first judgment that even as against these special factors, the genera] 
principle of leaving such matters to local determination predominated. 

During the past year, however, we have seen a significant development. In- 
creasingly active interest, not only Federal but local and private, has been directed 
toward expansion of the recreational capabilities of Lake Mead and its surrounding 
area. By way of example, we cite the measure 8. 3055, now pending before the 
Congress, which would give statutory recognition to the Lake Mead national 
recreation area. Unfortunately, as increasing numbers of the public are 
attracted to the area, the risk to which we have referred would probably be 
heightened. 

As a result, we have reevaluated the potential importance of this area to the 
National interest. Actually, estimates which we should consider optimistic 
today might well prove overconservative tomorrow. Moreover, at the same time, 
we have had to recalculate a risk. In this unique situation, we feel we have no 
alternative. We must urge congressional approval of the surest method we know 
to eliminate any possible impairment, resulting from incompatible property uses 
in Boulder City, of the continuing Federal interest in the Boulder Canyon project, 
the complex of Federal activities in Boulder City, and the entire Lake Mead 
national recreation area, That method is the insertion of restrictive-use con- 
ditions in the deeds of transfer. We do not feel, however, that it is essential to 
the attainment of this objective that the conditions be perpetual. Long-term 
conditions, running for a period of 25 years, would, in our opinion, be adequate. 

Accordingly we recommend that section 10 be deleted and a new section 10 be 
substituted in lieu thereof as follows: 

“Sec. 10. In all sales, transfers, and grants of Federal property situated within 
the Boulder City municipal area the Secretary shall attach conditions involving 
such use restrictions as he may deem reasonable and necessary to preserve those 
community standards consistent with the national use and enjoyment of the 
project. Such restrictions shall include, without being limited to, restrictions 
against use of the property for the manufacture, sale, storage, or distribution of 
intoxicating liquors, or narcotics, or habit-forming drugs, or for gambling, prosti- 
tution, lewd or immoral conduct, or for the conduct of any such condition by the 
grantee, his successors, assigns, or legal representatives, the instrument of transfer 
shall become null and void, and all right, title and interest in and to the premises 
conveyed shall revert to the United States. All conditions attached pursuant to 
this section shall run for a period of twenty-five years from the date of execution 
of the deed of conveyance wherein they are contained and shall expire at the end 
of said period.” 

The Bureau of the Budget advises that there would be no objection to the 
sudmission of this report to your committee. 

Sincerely yours, 
CLARENCE A. Davis, 
Acting Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 18, 1956. 
Hon. Sam RayYpurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Speaker: Enclosed is a draft of bill (marked Enclosure A) 
which is entitled “‘A bill to provide for the disposal of certain Federal property in 
the Boulder City area, to provide assistance in the establishment of a municipality 
incorporated under the laws of Nevada, and for other purposes.” 

I recommend that this draft of bill be referred to the appropriate committee for 
consideration and that legislation be enacted along the lines of that here proposed. 

Since 1931 Boulder City has been the operating headquarters for the construc- 
tion and later the operation of the Hoover Dam and powerplant of the Boulder 
Canyon project. Subsequently other Federal activities have been established in 
Boulder City; namely, headquarters of region 3 of the Bureau of Reclamation 
(including the Office of River Control), the National Park Service, and the Bureau 
of Mines. At present Boulder City is a town of approximately 4,000 inhabitants. 
Latest figures show that living there now are about 600 Federal employees and 
150 employees of the city of Los Angeles and the Southern California Edison Co., 
the agents of the United States for the operation of the Hoover Dam powerplant. 
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In addition there are approximately 575 business and professional people living 
in the community and well over 1,000 children attending the public schools. 

The state of development of Boulder City has for some time been such that 
responsibility for local functions could be assumed at the local level. Accord- 
ingly, the proposed legislation has for its broad objective as complete a separation 
of Boulder City from the Federal Government as conditions will permit. 

Briefly and generally, the proposed bill would— 

1. Authorize the Secretary of the Interior to dispose of dwellings, facilities, 
and lands within the municipal area not needed in the administration, operation, 
and maintenance of Federal activities. This would mean the sale of approxi- 
mately 250 Government-owned houses and the offsite disposal of some 100 sub- 
standard temporary dwellings. Disposal would also be made of 675 residential 
leased lots on which privately owned houses are located and the land with respect 
to which 115 commercial leases have been granted. 

2. Open the way for the establishiment of an incorporated municipality by 
making it possible for the municipality to have the assets and facilities necessary 
for an adequate community. 

Those properties which are to be retained by the United States after the dis- 
posals contemplated in connection with (1) and (2) above are indicated on 
enclosure B. 

The sale of Government dwellings, including the lands on which they are situ- 
ated, not needed in connection with Federal activities, would, under the proposed 
bill, be accomplished as follows: Persons employed by the Federal Government in 
the Boulder City area would have first priority to purchase the dwellings in which 
they reside at their appraised values, as determined by appraisers designated by 
the Administrator of Housing and Home Finance Agency. Any dwelling not then 
disposed of would be offered for sale to the highest responsible bidder (but at not 
less than appraised value) among persons employed by the Federal Government 
in the Boulder City area. Dwellings not disposed of under the first two priorities 
would be offered for general public sale to the highest responsible bidder. Pur- 
chasers under the first and second priorities would be entitled to a reduction of 
10 percent of the appraised value, provided that incorporation of the municipality 
should have been effected before July 1, 1957. The purpose of this discount is 
to encourage early incorporation, thus bringing about separation of the city from 
the project and establishment of a self-government community without undue 
delay. It is to be noted that the proposed bill amends paragraph 3 of subsec- 
tion 223 (a) of the National Housing Act to authorize, in connection with the pur- 
chase of the Federal housing in Boulder City, Federal mortgage insurance of a 
principal obligation not exceeding 90 percent of the appraised value. 

The proposed bill also provides that upon. ncorporation title to lands within 
the Boulder City municipal area which are either unoccupied or subject to any 
existing leases granted by the United States shall be transferred to the munici- 
pality without cost. Attached is a map marked “Enclosure C” which shows the 
lands to be included in the proposed Boulder City municipal area. The leases 
would then be administered by the incorporated community; or, if the holders of 
those leases should elect to purchase the leased lands, they would be able to do so 
at the appraised value after the date of incorporation of the municipality. The 
same 10 percent reduction in the event of prompt incorporation afforded to pur- 
chasers of the Government-owned housing would be offered to the purchasers of 
the leased lands. 

With respect to the matter of the establishment of a self-supporting munici- 
pality, it must be emphasized that Boulder City is not a normal community in 
numerous respects. No community having to exist on its own resources from its 
inception would have been developed in a location requiring the lifting of water 
some 1,400 feet through high-pressure lines for a distance of approximately 
7 miles, particularly in a climate of extreme temperatures and dryness where the 
water demand for air conditioning and the growing of lawns and trees is abnormall 
high. Another problem is the limited availability of tax revenues. Such busi- 
nesses as are established in Boulder City are relatively snall, existing primarily 
to serve the permanent population, and the community has no private industrial 
or agricultural base from which to derive tax revenues. Furthermore, because of 
the tax-rate limitation in the Nevada State constitution, the municipality, on 
incorporation under the proposed legislation, could probably expect at most about 
$62,000 from real-estate and personal property taxes. Municipal sales or income 
taxes are not authorized under State law. It should be noted also that in spite of 
the large flow of tourists through the city, their contribution to Boulder City 
revenues is relatively small, 
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Enclosed is a tabulation (marked ‘Enclosure D’’) showing estimated annual 
revenues to the municipality after incorporation from all sources, These revenues 
amount to Cy erg $453,000 a year. 

Enclosure D also includes a tabulation which shows the estimated annual 
opening expenses for Boulder City after incorporation, The total shown in this 
tabulation is $507,200, which covers all phases of municipal operation except the 
cost of supplying water to the Boulder City storage tanks. The cost of filtering, 
treating, and distributing water is, however, included in the estimated annual 
operating expenses, 

It is entirely proper that both the allottees and the United States should 
contribute in some measure to the needs of a municipality which was established 
and continues to exist — because of their requirements. As has been 
mentioned heretofore, Boulder City is subject to much extremely dry and hot 
weather; and, because of its high elevation above Lake Mead the cost of pumping 
an adequate supply of water to the city is abnormally great. Also, Boulder City 
is essentially a residential community without adequate revenue sources. The 
cost of supplying filtered and treated water to the Boulder City storage tanks for 
fiscal year 1954 was $140,000, of which approximately $40,000 represents the 
actual cost of filtration and treatment. Under the proposed bill, the cost of supply- 
ing water to the Boulder City storage tanks would continue to be borne by the 
United States and the allottees. This cost would be limited under the bill to a 
maximum of $100,000 annually, inasmuch as the municipality would be required 
to assume the cost of filtration and treatment. The cost of distribution of water 
throughout the city and all other continuing related municipal expenses would 
also be assumed by the municipality. 

Consideration of matters relating to Boulder City’s finances should appro- 
priately be done against the background of present required procedure. ior 
to 1948 the power allottees alone were assuming the full cost of amortization of 
Boulder City’s accumulative investment costs as well as its annual operating 
deficits. However, as has been stated, the Government is involved in a number 
of important undertakings in Boulder City not directly related to operation of the 
ep It employs in those undertakings almost as many persons as are employed 

y the United States and the operating agents together in direct connection with 
paar ee. To meet this situation a provision was included in the 1949 

nterior Department Appropriation Act (Public Law 841, 80th Cong., 62 Stat. 
1112, 1130) which required the Secretary to relieve the power allottees from such 
portion of Boulder City’s investment costs and operating expenses as was not 
directly related to the project. The proposed bill would continue the principle 
of cost sharing embodied in the aforesaid appropriation act provision in the 
manner and to the extent described herein in other paragraphs. Since the proposed 
bill would supersede the 1949 appropriation act provision, and an identical 
provision in the 1950 Interior Department Appropriation Act, both provisions of 
law would be expressly repealed. 

Parts of the nim Ws og facilities, such as the sewerage system, the water distri- 
bution system, and the paved streets, have now been in use for over 20 years; 
and much needed maintenance has been deferred. As shown in enclosure EF, 
$245,000 would be required for these purposes. This amount would be set aside 
in a special fund from the proceeds of sales of Federal property in the city. Ex- 
pencenres for the above purposes would be —— to appropriation by Congress; 

owever, funds to meet expenses incident to the disposal of the property would 
be available without further appropriation. The remainder of the proceeds would 
then be allocated equitably between the power allottees and the United States. 
The results of a preliminary appraisal indicate that the sales of the Federal 
housing might return as much as $2 million. 

It should be explained that the term ‘‘substandard” used in the proposed bill 

with respect to certain housing to be sold for off-site use only is intended to com- 
prise that group of houses in Boulder City now designated as ‘‘demountable,”’ 
‘portable,’”’ or “‘Vancouver” houses. It should likewise be explained that it is 
intended that the precise point of delivery at the Boulder City substation of 
electrical energy for the municipality will be the bus side of the low-voltage 
circuit breaker. 

The proposed legislation has been revised to accord with the views of the 
Bureau of the Budget expressed in enclosure F, which states that subject to its 
recommended revisions the Bureau of the Budget would have no objection to 
the submission of the proposed legislation to the Congress. 

Sincerely yours, 


Frep G, AANDAHL, 
Assistant Secretary of the Interior. 
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EncLosure A 


A BILL To provide for the disposal of certain Federal property in the Boulder City area, to provide 
assistanee in the establishment of a municipality incorporated under the laws of Nevada, and for other 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That it is the purpose of this Act to authorize the 
disposal of certain Federal property in that area in Clark County in the State of 
Nevada commonly known as Boulder City, now a part of the Boulder Canyon 
Project, in order that the people of that area may en‘oy local self-government and 
to facilitate the establishment by them of a municipal corporation under the laws 
of the State of Nevada. 

Sec. 2. Wherever the following terms are used in this Act, they shall be inter- 
preted as follows: 

(a) “Adjustment Act” shall mean the Boulder Canyon Project Adjustment 
Act (54 Stat. 774); 

(b) “Appraised value” shall be current fair market value; 

(c) “Boulder City municipal area” shall consist of an@ include the tract of land 
particularly described as follows: 

“Lots 9, 10, 11, 12, S4KN%, S% Section 1; Lots 8, 9, 10, 16, 17, SE4NE%, 
ESE Section 2; Lots 1, 4, 5, 8, E4E% Section 11; all sections 12 and 13; Lots 
1, 4, 5, 8, E%E Section 14; Lots 1, 4, 5, NEYNE4 Section 23; Lots 1, 2, 3, 4, 
N44N 4s Section 24, Township 23 South, Range 63 East; Lots 8, 9, 10, Section 1; 
all fractional Sections 12, 13, 24, Township 23 South, Range 63% East; 848% 
Section 28; $'48!4 Section 29; Lot 12, SE4SW, SSE Section 30; Lots 5, 8, 9 
12, E4W*, E's Section 31; all Sections 32 and 33; S% Section 34; S\% Section 35: 
Township 22 South, Range 64 East; all Sections 2, 3, 4, 5; Lots 8, 9, 10, 11, 14, 
15, 17, S4NEM%, SEMNW, EMSW, SE Section 6; all Sections 7, 8, 9, 10, 11, 
14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26, Township 23 South, Range 64 
East, Mount Diablo Base and Meridian, State of Nevada, containing 14,694.12 
acres, more or less,”’ 

(d) “Boulder City Municipal Fund” shall mean the fund in the Treasury created 
by section 6 of this Act; 

(e) “City” shall mean Boulder City, Nevada, prior to its incorporation as a 
municipality under the laws of the State of Nevada; 

(f) “Colorado River Dam Fund” shall mean the special fund in the Treasury 
created by section 2 of the Project Act; 

(g) ““Department”’ shall mean the Department of the Interior; 

(h) “Municipal operations’ shall mean the financing, operation, maintenance, 
replacement, and expansion of municipal facilities and utilities and other operations 
of a municipal character; 

(i) “Municipality” shall mean Boulder City, Nevada, after its incorporation as 
a municipality under the laws of the State of Nevada; 

(j) ‘‘Persons employed by the United States for purposes other than the con- 
struction, operation, and maintenance of the Project’? shall mean all person who 
are so employed and who are resident in the Municipality; 

(k) ‘Persons employed in the construction, operation, and maintenance of the 
Project” shall mean all persons who are so employed, whether by a Federal agency 
or by an agent designated pursuant to section 9 of the Adjustment Act, and who 
are resident in the Municipality. This term shall not include persons employed 
in municipal operations of the Municipality; 

(1) ‘‘Project”’ shall mean the works authorized by the Project Act to be con- 
structed and owned by the United States, exclusive of the diversion dam, main 
eanal, and appurtenances mentioned therein, now known as the All-American 
Canal System; 

(m) “Project Act’’ shall mean the Boulder Canyon Project Act (45 Stat. 1057) 

(n) “Se*retary”’ shall mean the Secretary of the Interior. 

Sec. 3. (a) The Secretary is authorized to sell such dwelling houses, duplex 
houses or units thereof, and garages, with furniture, fixtures, and appurtenances, 
as are owned by the United States within the Boulder City municipal area and are 
not needed in connection with the administration, operation, and maintenance of 
Federal activities located within or near the Boulder City municipal area. 

(b) Exeept in the case of property determined to be substandard under sub- 
section (c) of this section, the following system of priority shall be established 
with respect to property authorized to be sold under subsection (a) of this section: 

(1) Persons employed by the Federal Government within or near the Boulder 
City municipal area (and surviving spouses of such persons who have not re- 
married) who are tenants in Federal housing in Boulder City shall be offered the 
opportunity to purchase the property in which they are tenants at the appraised 
value as established under subsection (d) of this section. This right of priority 
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shall expire unless notice of intent to purchase has been received by the Secretary 
before the expiration of sixty (60) deys after the date on which the property has 
been offered for sale, and shall be deemed abandoned unless before the expiration 
of sixty (60) days after the Secretary’s tender of the instrument of transfer the 
prospective purchaser concludes the sale. 

(2) Persons employed by the Federal Government within or near the Boulder 
City municipal area shall be offered the opportunity to bid upon and to purchase 
housing not purchased under subsection (b) (1) ot this section. The Secretary 
shall sell such property to the highest responsible bidder at not less than the ap- 
praised value. But no person or his spouse shall be entitled to purchase more 
than one house under subsections (b) (1) and (b) (2) of this section. 

(3) Property subject to disposal under this section and not sold pursuant to 
subsections (b) (i) and (b) (2) of this section, shall be opened to bids from the 
general public, and shall be sold to the highest responsible bidder. 

In the event that incorporation of the Municipality shall be effected before 
July 1, 1957, persons purchasing housing under subsections (b) (1) or (b) (2) of 
this section, or their successors, assigns, or legal representatives, shall be entitled 
to a reduction in the purchase price of 10 per centum of said appraised value: 
Provided, That no person who has purchased a house under the Act of May 25, 
1948 (62 Stat. 268), shall be eligible for such reduction. 

(c) Where the Secretary determines that property authorized to be sold under 
subsection (a) of this section is substandard, he shall sell such property only for 
off-site use, such property to be opened to bids from the general public for sale 
to the highest responsible bidder. 

(d) The appraised value of property to be sold under subsections (b) (1) and 
(b) (2) of this section shall be determined from time to time by an appraiser or 
appraisers to be designated by the Administrator of Housing and Home Finance 
Agency at the request of the Secretary. Appraisals under this subsection and 
under section 4 of this Act shall be made by the aforesaid appraiser or appraisers 
only after representatives of the Boulder City community, as determined by the 
Secretary, have been granted an opportunity to offer advice. 

(e) In the sale of property to a tenant under subsection (b) (1) of this section 
the value of structural improvements made at such tenant’s own expense, shall, 
to the extent the aforesaid appraiser or appraisers determine that such improve- 
ments actually enhance the value of the property, be deducted from the appraised 
value of the property to be sold or from the appraised value less 10 per centum 
thereof as the case may be. 

(f) The Secretary is authorized to dispose of such multiple-unit garages, and 
such apartment houses together with furniture, fixtures, and appurtenances, 
including, without being limited to, any appurtenant garages, as are owned by the 
United States within the Boulder City municipal area. Such property shall be 
offered to the general public and sold to the highest responsible bidder. 

(g) (1) Except in the case of property determined to be substandard under 
subsection (c) of this section, the Secretary shall, pursuant to the first proviso 
under the heading “Boulder Canyon Project’? in the Interior Department Ap- 
propriation Act, 1941 (54 Stat. 406, 437), lease to the purchasers thereof the lots 
on which structures sold under this section are situated. Any such lease shall be 
executed prior to transfer of title to the purchaser and shall incorporate the 
conditions enumerated in the proviso of section 4 of this Act. 

(2) At the expiration of fiscal year 1961, unless incorporation of the Municipality 
shall previously have been achieved, the Secretary may (A) negotiate the sale to 
the lessees thereof of all leased lands within the Boulder City municipal area, and 
(B) sell to the highest responsible bidder at not less than the appraised value as 
determined by the Secretary any other lands within the Boulder City municipal 
area not needed for Federal purposes, including the purposes of this Act. 

(h) Except in the case of property determined to be substandard under sub- 
section (c) of this section, the Secretary may sell any structure authorized to be 
sold under this section which is unsold at the time of incorporation of the Munici- 
pality together with the land on which it is situated. Such sales shall be made, 
as near as may be, in accordance with the procedures and the system of priority 
established under subsections (b) (1), (b) (2), (b) (3), and (f) of this section; 
and, where applicable, the appraised value shall be the combined appraised value 
of structure and land. 

(i) In establishing rules and regulations governing sales of property under 
this section and in determining the terms and conditions of such sales, the Secretary 
perp vem gg with representatives of the Boulder City community, as determined 
by him. 

Src. 4, Upon incorporation of the Municipality, the Secretary shall be author- 
ized to transfer to the Municipality without cost, subject to any existing leases 
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granted by the United States, all improved lands within the Boulder City munic- 
ipal area the ivprovements to which are privately owned and such unimproved 
lands within that area as the Secretary determines are not required in connection 
with the adirinistration, operation, and maintenance of Federal activities located 
within or near the Boulder City municipal area, and to assign to the Municipality 
without cost any leases granted by the United States on such lands: Provided, 
That the Secretary shall, at the request of the lessee thereof, amend any such 
lease to provide (a) that, in the event that the leased property shall be transferred 
to the Municipality pursuant to this section, the holder of any such amended 
lease shall, for a period of two years after the date of incorporation of the Munici- 
pality, be entitled to exercise an option to purchase the leased property at the 
appraised value, to be deterrrined by the appraiser or appraisers designated 
under subsection (3) (d) of this Act, and shall, after the end of the aforesaid 
two-vear period and until expiration of the lease, be entitled to exercise an option 
to purchase the leased property at its appraised value as deter’ ined by a qualified 
appraiser or appraisers to be appointed by the governing authority of the Munici- 
pality; (b) that all determinations of appraised value with respect to the aforesaid 
property shall be made without reference to improverents on the leased property 
made or acquired at the expense of the current or any former lessee thereof; 
and (c) that, in the event that incorporation of the Municipality shall be effected 
before July 1, 1957, the holder of the amended lease shall be entitled to a reduction 
in the price of any purchase under the aforesaid options of 10 per centum of the 
appraised value. 

See. 5. (a) Subject to the provisions of subsection 9 (a) and section 11 of this 
Act, the Secretary shall transfer all activities and functions of a municipal 
character to the Municipality upon its incorporation, 

(b) The Secretary is authorized to transfer to the appropriate school districts 
all right, title, and interest of the United States to all the school buildings and 
related equipment and facilities, and to lands upon which they are situated, owned 
by the United States in the Boulder City municipal area. 

(ce) Upon its incorporation, the Secretary shall transfer te the Municipality, 
subject to the limitation contained in subsection (d) of this section, all real and 
personal property, including, but not limited to, buildings, lands, equipment, 
facilities, works, and utilities, owned by the United States and used primarily in 
the performance of activities and functions to be transferred under subsection (a) 
of this seetion. 

(d) The Secretary shall determine which contracts to which the United States 
is now a party concern acti ities and functions to be transferred under subsection 
(a) of this section and are properly assignable to the Municipality. The Secretary 
shall assign such contracts to the Municipality upon its incorporation, and the 
acceptance of such assignment by the Municipality shall be a condition precedent 
to the transfer of property under subsection (¢) of this section. 

Sec. 6. (a) There is hereby established in the Treasury a special fund to be 
known as the Boulder City Municipal Fund. All proceeds from the disposal under 
this Act of Federal property lying within the Boulder City municipal area shall 
be deposited in such fund. 

(b) (1) Monies in the Boulder City Municipal Fund are hereby appropriated 
for expenditure at the direction of the Secretary for payment of the expenses of the 
disposal of property under sections 3, 4, and 5 of this Act, including rebates, 
where appropriate, to vendees of the United States entitled to the special benefit 
provided under section 3 of this Act for attainment of early incorporation of the 
Municinality. 

(2) There is hereby authorized to be appropriated from monies in the Boulder 
City Municipal Fund an amount of $245,000 for payment to the Municipality 
for replacement and rehabilitation of municipal facilities and utilities, such 
payment to be diminished by an amount, as estimated by the Secretary, equal 
to the revenues which would otherwise probably have accrued to the United 
States from municipal operations of the City between the date of incorporation 
of the Municipality and the end of the fiscal year in which such date falls. 

(c) Except for such sums as may be required for expenditures under subsection 
(b) (1) of this section, all monies remaining in and accruing to the Boulder City 
Municipal Fund either (1) after the date of incorporation of the Municipality, or 
(2) after the expiration of fiseal year 1961, if such incorporation shall not then 
have been achieved, shall be divided into two parts, as determined by the Secre- 
tary, representing Project and non-Project investments in the property yielding 
the monies deposited in the Boulder City Municipal Fund. Said parts shall be 
covered into the general fund of the Treasury, but the first part shall constitute 
a payment to the Treasury diminishing the obligation under section 2 of the 
hajestanant Act to repay advances and readvances to the Colorado River Dam 
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Fund, and the rates computed pursuant to section 1 of said Act shall reflect such 
diminution. ; 

(d) The Secretary, if he deems it necessary, may arrange for the loan of monies 
from the Colorado River Dam Fund to the Boulder City Municipal Fund in 
order that he may make expenditures pursuant to subsections (b) (1) and (b) (2) 
of this section prior to the receipt of sufficient revenue from the disposal of prop- 
erty under this Act, the loans to be repaid out of such revenue. 

(e) Upon its incorporation, the Secretary shall cause to be paid over to the 
Municipality all unobligated balances from appropriations available for municipal 
operations of the City, less the estimated cost for the remainder of the fiscal year 
poiond on pay a of furnishing water to the Municipality pursuant to section 9 
of this Act. 

Sec. 7. Nothing in this Act shall affect any component of the rates and charges 
for electrical energy generated at Hoover Dam for amortization of the cost of 
works and improvements on land, ineluding the school buildings and related 
facilities and equipment, within the Boulder City municipal area, transferred to 
non-Federal ownership pursuant to this Act less that part of such cost allocated 
by the Secretary to non-Project purposes pursuant to those portions of the Interior 
Department Appropriations Acts, 1949 and 1950 (62 Stat. 1112, 1130; 63 Stat. 
765, 784) under the headings “Colorado River Dam Fund” which, in the case 
ot each statute, follow the first sentence thereof. Effective at the beginning 
of the first full fiscal’ year after the date of incorporation of the Municipality, if 
achieved before the expiration of fiscal year 1961, the aforesaid provisions of law 
are hereby repealed. 

Sec. 8. From the electrical energy reserved to the United States under article 
four of the “General Regulations for Generation and Sale of Power in Accordance 
with the Boulder Canyon Project Adjustment Act’’, promulgated by the Secretary 
on May 20, 1941, the Secretary is authorized to deliver, at the Boulder City 
substation, at rates determined on the basis of (a) the Adjustment Act and 
(b) any other costs incurred in connection with such delivery, up to a maximum 
demand of 17,000 kilowatts to the Municipality for its own use or for resale for 
use within the Boulder City municipal area less such capacity as is required by 
the United States for pumping water delivered to the Municipality pursuant to 
section 9 of this Act: Provided, That should the present electrical energy require- 
ments of the Bureau of Mines in Boulder City be substantially curtailed or 
discontinued, the maximum demand for the use of the Municipality may be 
increased at the discretion of the Secretary up to 19,500 kilowatts less such capacity 
as is required by the United States for pumping water delivered to the Municipality 
pursuant to section 9 of this Act. 

Sec. 9. (a) Because of its climate and its location with respect to the only 
source of water, Boulder City faces extraordinary difficulties in connection with a 
domestic water supply. In recognition of this fact, the existing water supply 
system from Hoover Dam to, but not including, the Boulder City storage tanks 
shall be retained by the United States and shall be operated and maintained by 
the Secretary in order to supply water to the Municipality at said storage tanks, 
for domestic, industrial, and municipal purposes, at a maximum rate of delivery 
of 3,650 gallons a minute: Provided, That the cost of supplying such water, to be 
borne as provided in subsection (c) of this section, shall in no event exceed $100,000 
annually: Provided further, That the cost of filtration and treatment of such water 
shall be assumed by the Municipality. Such water shall be supplied to the 
Municipality without charge, but nothing herein shall be construed to affect the 
charge established for water under the contract for delivery of water between the 
United States and the State of Nevada, dated March 30, 1942, as amended. 
Such delivery shall be subject to the availability of water for use in the State of 
Nevada under the provisions of the Colorado River Compact and the Project 
Act and shall be in accordance with the terms of the aforesaid contract. 

(b) As of the end of each year of Project operation, or fraction thereof, after 
incorporation of the Municipality, the Secretary shall determine the number of 
all persons employed in the construction, operation, and maintenance of the 
Project and the number of all persons employed by the United States for purposes 
other than the construction, opertion, and maintenance of the project. 

(c) The Secretary shall divide the cost for each year of Project operation, or 
fraction thereof, after the incorporation of the Municipality, of supplying water 


under subsection (a) of this section into two parts. The first such part shall bear 
the same ratio to the second such part as the number of all persons employed in 
the construction, operation, and maintenance of the Project, as determined by 
the Secretary under subsection (b) of this section, bears to the number of all 
persons employed by the United States for purposes other than construction, 
operation, and maintenance of the Project, as determined by the Secretarv under 
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subsection (b) of this section. Notwithstanding the provisions of this subsection, 
the first part as aforesaid shall in no instance exceed 65 per centum of the total 
cost of furnishing water under subsection (a) of this section. Such total cost, 
less a sum equal to part one as aforesaid, shall constitute an amount whereby the 
obligation under section 2 of the Adjustment Act to repay to the Treasury ad- 
vances and readvances to the Colorado River Dam Fund shall be diminished 
annually; and the rates computed pursuant to section 1 of said Act shall reflect 
such diminution. 

(d) If the requirements of the Municipality shall at any time exceed 3,650 
gallons a minute, the Secretary may furnish whatever additional water and what- 
ever additional carrying capacity may be needed. The municipality shall bear 
the full cost of furnishing such additional water; and, before the commencement 
of any construction to provide additional carrying capacity, the Municipality 
shall enter into a repayment contract for the return to the United States of the 
full cost of furnishing such additional carrying capacity over a period of not more 
than 40 years from the date when the facilities providing such additional carrying 
capacity are placed in service. Interest not exceeding the rate of 3 per centum 
per annum of the unamortized construction costs shall be paid. 

(e) At the end of each period of five years after the date of incorporation of 
the Municipality, the Secretary shall investigate the need for continuation of all 
or part of the assistance to the Municipality provided under this section and 
shall report his findings and recommendations to the Congress as soon thereafter 
as practicable. 

Ssc. 10. In all sales, transfers, and grants of Federal property situated within 
the Boulder City municipal area the Secretary shall attach such conditions of 
use as he may deem reasonable and necessary to preserve those community 
standards consistent with the national use and enjoyment of the Project. Such 
conditions shall include, without being limited to, restrictions against use of the 
property for the manufacture, sale, storage, or distribution of intoxicating liquors, 
or nareoties, or habit-forming drugs, or for gambling, prostitution, lewd or im- 
moral conduet, or for the conduct of any unlawful purpose or undertaking. 
Upon the breach of any such condition by the grantee, his successors, assigns, or 
legal representatives, the instrument of transfer shall become null and void, and 
all right, title, and interest in and to the premises conveyed shall revert to the 
United States. This section, as well as all conditions attached pursuant thereto, 
shall expire at the date of incorporation of the Municipality or at such time as 
the United States may otherwise cease its operation and supervision of Boulder 
City. 

Suc. 11. The Secretary is authorized to enter into contracts with the Munici- 
pality whereby either party might undertake to render to the other such services 
in aid of the performance of activities and functions of the Municipality and of 
the Department within or near Boulder City a3 will in the Secretary’s judgment 
contribute substantially to the efficiency or economy of the operations of the 
Department. 

Sec. 12. Paragraph (3) of subsection 223 (a) of the National Housing Act, as 
amended, is hereby amended by inserting after the words “Tennessee Valley 
Authority” the words “, or of any permanent housing under the jurisdiction of 
the Department of the Interior constructed under the Boulder Canyon Project 
Act of December 21, 1928, as amended and supplemented, located within the 
Boulder City municipal area’. 

Sxuc. 13. The provisions of this Act for the disposal of federally owned property 
are to be carried out notwithstanding any other provisions of law: Provided, 
That nothing in this Act shall be deemed to affect any existing right-of-way 
heretofore granted under the provisions of the Project Act or otherwise, or any 
rights reserved to the United States in connection with grants of such rights-of- 
way. 

Sec. 14. This Act shall be a supplement to the Project Act and the Adjustment 
Act, and said Acts shall govern the administration of this Act, except as is other- 
wise herein provided. 

Sec. 15. The Secretary is hereby authorized, subject only to the provisions of 
this Act, to perform such acts, to delegate such authority, and to prescribe such 
rules and regulations and establish such terms and conditions as he may deem 
necessary and proper for the purpose of carrying the provisions of this Act into 
full force and effect. 

Sec. 16. Except as provided in this section and in subsection (g) (2) of section 
3 and subsection (c) of section 6 of this Act, all authority of the Secretary under 
this Act shall terminate at the expiration of fiscal year 1961, unless incorporation 
of the Municipality shall previously have been achieved. 
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Sec. 17. The second and third provisos of the penultimate paragraph under the 
heading “Office of Education” in the Departments of Labor and Health, Educa- 
tion, and Welfere Appropriation Act, 1954 (67 Stat. 245, 250), are hereby repealed. 

Src. 18. This Act may be cited as the “Boulder City Act of 1955.” 


ENcLosurRE D 


Estimated annual revenues for Bouider City afier incorporation 


Real estate and personal property taxes '__._....-....-......-------- $62, 000 
PATS TIAN Gs iS one pace ele ees Wee Cian OS ake ddesues 225, 000 
Te GRCT HOY Silas oa KOSS Basu nce Ghat eee ohne a kee Jeena 100, 000 
PI RIO Pn os bod. te eee Ue de ale iene aalacatmididnte tows 15, 000 
Berinegh-OSnees: ONG MOTMIG os oy kd eo ee sean wees ol ee eee 15, 000 
Biren. 6) aoe oe ere as ol ook wha ting pile emits we antes Ie 1, 000 
RIGS COTROGON ofc kn buddiis ovens cand bbe nouns dee Ganwel oe 20, 000 
UR a ee a a a he ae eee ea 4, 500 
SARIS EAE? Soon ts ca emoaiy atin aes mosites eee biden ae mine weenie km 5, 000 
Municipal police Ne ed ERI RISER LT NEE HME EN POEM EES INE METS 4, 500 
Building, electrical, and plumbing fees... 2 1. 225 cee we wenn cone wece 1, 000 

URS sits. Seis Sk ee Puen hha 6h ek ek ee Ee 453, 000 


1In December 1954, the Clark County assessor gave his estimate of the assessed valuation, for tax pur- 
poses, of all ta: atle property which it is ev pected will be pri ately owned in Boulder City after its incor- 
oration. This figure is $4,975,230. .t was based on the assur ption that all Government housing in 
3oulder City will have been sold to private persons and that all lots on which such housing and other 
privately owned structrres are located will have been purchased from the municipality by the lessees of 
those lots. Becanse of the tax-rate limitations in the Nevada Constitution, a tay rate of $1.25 per £100 of 
assessed valuation might be expected, on the basis of past tay rates, to be the ma iv~um the niunicipality 
could impose. It should be noted that if no leased lands were to be purchased fro the municipality 
(after their transfer to the municipalitv under the proposed bill) ane i ately *80.000 in annual lease 
reven' es would flow to the municipality. However, since the proposed bill facilitates the purchase of 
these lands by the lessees thereof, it has been assur ed, in preparing the above table, that within a rela- 
tively few years after incorporation virtually all of these lands will have been purchased from the munici- 

ality. 
” 3 Fr sent income is $78,000. Kates rust be raised to pro: ide an additional $22,000 to reali e this amount, 

tis revennve base d on placing in effect a sewer rental charge of $1 per sewer connection per month. 
Sales, excise, and such ta.es are not permitted by State law. 


Estimated annual apercting é Bpenses for Poulder City after incoryporetion 


Operation 


Department Personnel Salaries and main- ‘ mt ul Total 
tenance OutiaS 

City manager. .. 2 $15, 000 $1, 400 0 $16, 400 
City engineer 3 15, 500 1, 500 $4, 500 21, 500 
Comptroller awe 3 14, 000 1, 200 0 15, 200 
Utilities (collection and billing) 4 14, 000 600 0 14, 600 
Library 3 343 2 7,700 1, 500 0 9, 200 
City clerk ._.-- 2 9, 500 2, 500 0 12, 000 
City planning 2 7,60 1, 400 0 9, 000 
Electrical 5 21,60 99, 700 15, 000 127, 300 
Water ! 6 28, 000 18, 000 2, 100 | 48, 100 
Sanitation and pub lic health... _- tpre¥s 4 9, 000 25, 500 5, 500 40, 000 
Fire 2 ; a> ~ (eae CRS a. | 5, 000 
Police. _. it 49, 200 4, 000 0 | 53, 200 
Streets, parks, “munic ipal buik lings. : 17 | 60, 500 41, 200 5, 000 | 106, 700 
ER Rete AS, FLA: a ER (PA pr 7 Ae See 4,000 |... a 4, 000 
FICA emergenc y and contingency funds ‘i ere : 3 , i eee 25, 000 

| AS ae | Cae Pee 62 251, 600 | | 223, 500 | 32, 100 | 507, 200 


} 
} 








! This figure represents the cost of filtration, treatment, and distribution of water. It does not include 
the cost of pumping water from Hoover Dam up to the Boulder City storage tanks. 

2 Fire services are on a contractual basis with the Boilder Canyon project. If this arrangement is dis- 
continued after incorporation, an added estimated expense of $30,000 will be necessary. 


ENCLOSURE E 


Funps NEcESSARY FOR ESSENTIAL IMPROVEMENTS AND REHABILITATION OF 
Bou.per City FAciLiries 


The total estimated cost for making capital improvements and rehabilitation 
amounts to $245,000 and is made up of the following items: 

1. $155,000 for resurfacing existing streets, excluding those streets resurfaced 
in 1950-51. These streets have had no maintenance work since they were con- 
structed 21 years ago, except minor patching. Unless prompt measures are 
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LANDS IN BOULDER CITY WHICH WILL BE RETAIT! 
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ENCLOSURE B 


RETAINED BY UNITED STATES AND SCHOOL DISTRICT 
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ENCLOSURE C 














ee ete Se ee ee 


= 


-_e— 


HOOVER DAM 


— ——— = as on 











a? 











-<- 





Boulder Dor Nat Rec. Ared Bary ssmssses: amm semi 
Boundory of Supervision (rarsarn 
Telephone Line 


Woter Line 
Roil Road 


— 
>~-— 





US. Highway 


Section Line 




















23 














22 





ew 








2) 


- 




















WETS Sinsee 
DEPARTMENT OF THE TERION 


7 C 
tr ha rears Rah 
Proposed extensionof Boulder City. 
suggested by Chamber of Comm. 


Latitude & Longitude Line 
Township & Range Line 


Power Line 


Right-of-Way Line 


GUAEAU OF RECLAMATION 


BOULDER CANYON PROJECT 


HOOVER DAM 


MAP OF BOULDER CITY AND VICINITY 








r 


BORDER CITY, Nevada Aran 20,900) 45-30-4082 














[as-92-11 






































4804 








SE SS ee 


























ale eee oe ie oe es os ow oe 





























DISPOSAL OF CERTAIN FEDERAL PROPERTY 23 


adopted to protect the substructure by appropriate resurface treatment, exten- 
sive replacement of street paving at far greater cost than resurfacing will be 
necessary. The method to be employed in this work is in accordance with 
recommendations of the Nevada State highway engineer. Also included is the 
seal coating of streets over a period of 4 years to place all existing streets in good 
condition. New streets or utilities, or other items usually provided by developers 
or builders, are not included in the above cost. Latest analysis as made on 
November 16, 1954, is that complete resurfacing and repairs to all the existing 
streets in Boulder City over a 5-year period would cost $211,100. The newly 
incorporated municipality would be expected to pay for all such work in excess 
of the $155,000. 

2. Alterations and improvements to existing buildings and structures, $20,000. 
The post office, now occupying the southwest wing of the municipal building, 
has been requested to vacate. It is our intention to convert these quarters into 
a public library. The present library is in the basement of the municipal build- 
ing and is entirely inadequate and unsuitable for this purpose. Estimated cost 
of reconstruction and additional library equipment, $15,000. The present base- 
ment quarters of the library will be converted to engineering and recreation 
department offices. Estimated cost, $3,500. Equipment will be needed for the 
city council chambers, such as chairs, desks, tables, map racks, easels, ete. 
Estimated cost, $1,500. 

3. Replacement of equipment, $50,000. The following essential equipment 
should be replaced because of obsolescence and high maintenance costs: 


A SEES EP UOR CGI oor isn os wisociinni th eae nx mi ongidia Soakicie en Sn eines $12, 500 
2'4-ton line truck with attachments. __.._...............-...-..-~.-- 7, 500 
Light automotive epuitniihs goss = au Seeds cnWlene aus Secon tan oe 30, 000 


This consists of 15 pieces of light motor equipment, including cars 
and station wagons, ranging from 1941 to 1950 models. 

4. Storm drainage structures, $20,000. These installations are necessary to 
earry off the occasional flash-flood waters. At present, during a heavy rain, 
lawns, gardens, and alleys are washed out in certain parts of the city because 
of the lack of these storm drains. 


ENcLosSURE F 


EXECUTIVE OrricE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., August 9, 1954. 
The honorable the SECRETARY OF THE INTERIOR. 

My Dear Mr. Secretary: This is in reply to your letter of June 23, 1953, 
trans itting a proposed dreft ot legislation concerning the disposal of Federal 
property at Boulder City, Nev., and your letter of April 30, 1954, making certain 
revisions to the proposed draft. 

The objectives of the proposed legislation are to assist and encourage the 
residents of the Boulder City area in achieving local self-government under the 
laws of the State of Nevada and to pern it the disposal of Federal property no 
longer reouired in the perform ance of Federal functions, and thereby provide for 
the transfer to the municipality of those activities of a municipal nature now 
perforr ed by the Federal Government. 

The Bureau of the Budget with the cooperation of staff of vour Department 
has caretully reviewed the proposed legislation. Although this Bureau recognizes 
the many con plex problems embraced within the proposed legislation, it is 
believed that this is a reasonable measure for adequately providing for the attain- 
ment of the objectives stated above. 

This Bureau has, however, a number of recommendations concerning the 
details of certain provisions of the proposed bill. They have for the most part 
been discussed with members of vour staff. In making such recommendations, 
the Bureau of the Budget is cognizant of the fact that such action as may he taken 
with respect to this measure nay establish a precedent for similar proposals with 
respect to other federally opersted municipalities. Thus, in reviewing the 
subject draft, consideration has been given to its effect on the recently introduced 
proposals concerning Oak Ridge, Richland, and Coulee, as well as others for which 
no legislation has as yet been proposed. 

It is noted that under section 6 there is proposed the establishment of a Boulder 
City municipal fund for receipt of moneys derived from the sale of property and 
available for expenditure (1) to cover the expenses of such sales and for rebates 
as provided in the bill, (2) for special obligations to which the Secretary may 





stare | 
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determine the United States is subject, and (3) for a capital grant of $435,100 for 
the rehabilitation and replacement of municipal facilities. 

Because of the special circumstances involved in this bill, the Bureau of the 
Budget considers the establishment of the municipal fund a satisfactory method 
of financing and accounting for the disposal program. However, it is believed 
that-the use of this fund without further appropriation should be limited to specific 
purposes covering the cost of disposal including rebates. The provision permitting 
expenditures for other unspecified obligations does not seem justified. If addi- 
tional Federal obligations requiring the expenditure of funds are warranted in the 
future, such expenditures should be specifically authorized and appropriated for 
by the Congress. Similarly, while there would be no objection to the authoriza- 
tion of a capital program, the Bureau of the Budget recommends that expendi- 
tures for such work should also be subject to congressional review and appropria- 
tion. Examination of the justification for the authorization for a $435,100 capital 

rogram indicates that a substantial portion of this amount would provide for 
uture expansion of the city. In this case, it would appear that the Federal re- 
sponsibility should be limited to providing funds for the rehabilitation of facilities 
utilized by the existing community. It is, therefore, suggested that the amount 
to be authorized be reduced to cover only such rehabilitation. 

The draft bill authorizes delivery of filtered and treated water to the city storage 
facilities at a maximum rate of 3,650 gallons per minute. As indicated in your 
letter of June 23, 1953, unless assistance were provided, the cost of pumping city 
water from the level of Lake Mead some 1,400 feet below the city would place an 
unusual burden upon the residents and would retard the establishment of a self- 
supporting city. This legislation would provide that the ccst of pumping be 
borne by both the United States and the power allottees. 

Inasmuch as a cost of pumping represents a contribution to the operation of 
Boulder City, the maximum amount of the obligation should be specified in the 
bill. It is recommended that the maximum annual cost to the United States and 
the power allottees for water delivery be inserted in section 9 (a) and that the bill 
provide that the municipality would bear all costs in excess of that amount. 

With regard to the cost of water filtration and treatment, it would appear that 
such expenses, which are common to municipalities deriving their water supply 
from sources such as the Colorado River, do not constitute a Federal responsibility. 
nc Aa the assumption of such costs by the Federal Government is not recom- 
mended. 

Section 5 (a) of the draft bill provides that after enactment of the measure the 
Secretary shall specify which activities are to be transferred to the municipality 
upon incorporation. It is suggested that the intent of the subsection would be 
clarified if the langage were modified to provide that all functions of a municipal 
nature shall be transferred to the city subject to the contract provisions in sec- 
tion 11. 

A significant question arises as to the effective life of the legislation in the event 
incorporation does not occur. As submitted. the draft provides that the proceeds 
of the municipal fund be appropriately credited to the power allottees obligation 
and to the United States and returned to the general fund if incorporation does not 
take place within 5 years from the date of enactment. However, no time limita- 
tion is established with reference to the provisions regarding transfer of property or 
functions to the municipality. In the proposed legislation relating to the estab- 
lishment of local self-government at Oak Ridge, Tenn., and Richland, Wash.., 
authority for the transfer of property and functions to the municipalities is granted 
for a period of 5 years from the date of enactment of such legislation. This 
Bureau believes that should the incorporation of Boulder City not take place 
within a similar period of time, this legislation should expire and other means for 
accomplishing the objective be studied. 

It is further suggested that in view of the revisions contained in the recently 
enacted housing bill, the references in section 12 of the draft bill should be cor- 
rected to conform to the proper reference in the new legislation. 

Subject to the revisions recommended above, the Bureau of the Budget would 
have no objection to submission, of the proposed legislation to the Congress. 

Sincerely yours, 
Row.anp Huenss, Director. 


COMMITTEE RECOMMENDATIONS 


The Committee on Interior and Insular Affairs recommends that 
S. 514, as amended, be enacted. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2788 





RELATING TO RATES CHARGED TO PUBLIC BODIES AND 
COOPERATIVES FOR ELECTRIC POWER GENERATED 
AT FEDERAL PROJECTS 





Juxiy 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enoue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany S. 3338] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3338) relating to rates charged to public bodies and 
cooperatives for electric power generated at Federal projects, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, lines 5 to 7, strike the words “generated at projects 
under the control of the Federal Government (or any department or 
agency thereof)” and insert the words “marketed by the Southwestern 
Power Administration”’. 

On page 2, lines 1 to 4, strike all of Section 2. 

On page 2, line 1, add a new section 2, to read as follows: 


Sec. 2. From and after the effective date of this Act, the 
basis for determining the allocation of project costs used in 
arriving at the schedule of rates for the sale of electric 
power and ene marketed by the Southwestern Power 
Administration shall be the incremental method of allocation 
whereby the costs allocated to power shall be limited to the 
costs of adding power as a purpose in the projects. 


Add a new section 3, following section 2, to read as follows: 


Sec. 3. The Secretary of the Interior is hereby authorized 
and directed to renegotiate existing contracts between non- 
preference customers and the Southwestern Power Admin- 
istration so as to provide that the price charged for electric 
power and energy to such customers shall uniformly increase 
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or decrease concurrently with any increase or decrease re- 
sulting from future revisions of the rate schedules presently 
governing the sale of electric power and energy to preference 
customers of the Southestern Power Administration. 


Amend the title so as to read: 


A bill relating to rates charged for electric power and 
energy marketed by the Southwestern Power Administra- 
tion, and for other purposes. 


Bills similar to the one here reported were introduced in the House 
by Mr. Trimble and Mr. Albert. These bills, as well as the Senate- 
assed bill, were considered by the committee in its hearings on this 
egislation. 


PURPOSE 


This legislation, as amended, would (1) require that the rates for 
power and energy marketed by the Southwestern Power Administra- 
tion not be revised before July 1, 1957, (2) require that the incremental 
method of cost allocation be used as the basis in arriving at the 
schedule of rates for the sale of electric power and energy marketed 
by the Southwestern Power Administration, and (3) direct the Secre- 
= to renegotiate existing contracts between nonpreference customers 
and the Southwestern Power Administration so as to provide that the 
rates of electric power and energy to such customers would be changed 
uniformly with any change of rates to preference customers. 


BACKGROUND 


The power marketed by the Southwestern Power Administration is 
generated at projects constructed am, the Corps of Engineers—the 
primary purpose in all these projects being flood control. The power 
market area includes parts of six States—Arkansas, Kansas, Louisiana, 
Missouri, Oklahoma, and Texas. 

The existing Southwestern Power Administration rate schedule was 
developed by the Department of the Interior in 1946 and was con- 
firmed and approved by the Federal Power Commission on February 
13, 1947,for a period of not more than 6 years. Since the expiration 
of the original 6-year period of approval successive short extensions of 
the rate schedule have been approved by the Federal Power Com- 
mission. 

In December 1954, after several years of study, the Department 
requested the Federal Power Commission to confirm and approve an 
increase in the rate schedule to a level then considered necessary in 
order to accomplish return of the Government’s power investment. 
However, the reactivation of lease contracts with the generating and 
transmission cooperatives, provided for in the Public Works Appro- 

riation Act for fiscal year 1956, further necessitated restudy of the 

ecember 1954 proposals. As a result of these further studies, the 
Department has developed specific revisions in the rate schedule and 
is prepared to make recommendations to the Federal Power Com- 
mission with respect thereto. As a result of hearings by committees 
of the Congress, and a request from such committees to the Secretary 
of the Interior, the Secretary has delayed requesting the Federal 
Power Commission to approve and confirm this revised rate schedule. 
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The proposed revised rate schedule would result in an average whole- 
sale rate of 7.71 (based upon 50 percent load factor) at load center 
delivery points, as compared to 5.50 mills at the present time. 

This legislation was the result of recent hearings before a subcom- 
mittee of the Senate Committee on Public Works. These hearings 
disclosed that there is a great concern among the rural electrification 
cooperatives and other public power users that increases proposed by 
the Department of the Interior will be excessive, which in turn would 
discourage the use of power and result in their being unable to meet 
their repayment obligations. 

The legislation which is the basis for the marketing of energy in 
the Southwestern Power Administration area is the 1944 Flood Con- 
trol Act. The applicable section of this Flood Control Act follows: 


Electric power and energy generated at reservoir projects 
under the control of the War Department and in the opinion 
of the Secretary of War not required in the operation of such 
projects shall be delivered to the Secretary of the Interior, 
who shall transmit and dispose of such power and energy in 
such manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with 
sound business principles, the rate schedules to become 
effective upon confirmation and approval by the Federal 
Power Commission. Rate schedules shall be drawn having 
regard to the recovery (upon the basis of the application of 
such rate schedules to the capacity of the electric facilities 
of the projects) of the cost of producing and transmitting 
such electric energy, including the amortization of the capital 
investment allocated to power over a reasonable period of 
years. Preference in the sale of such power and energy 
shall be given to public bodies and cooperatives. * * * 


After the Federal Power Commission approved the rate schedule 
proposed by the Department in February 1947, in accordance with 
section 5 of the 1944 Flood Control Act, which is quoted in part above, 
the cooperatives in the area negotiated loans from the Rural Elec- 
trification Administration and a maximum debt service payment was 
established. It is understood that the repayment capacity of the 
cooperatives was predicated on the estimated customers to be served, 
their potential use, and the resultant income. An increase in power 
rates was not anticipated. In many cases, the connections have not 
yet been completed to potential users and fears were expressed that 
rate increases would make it uneconomical for these potential users 
to obtain electric service. Representatives of the cooperatives have 
testified that, because of the drought conditions in the area, the 
depressed farm prices, and in many cases foreclosures of farm mort- 
gages, their customer service is decreasing, even under present power 
rate. 

EXPLANATION OF THE LEGISLATION 


This legislation as it passed the Senate would have been applicable 
to all areas of the country and not just to the Southwestern Power 
Administration area. It would have had the effect of freezing rates 
to preference customers for all power and energy marketed oe the 


Federal Government until July 1, 1957, except that it would not have 
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been applicable to any charge made at a rate established specifically 
by any contract entered into by the Federal Government prior to 
February 28, 1956. As the legislation was prompted by the situation 
prevailing in the Southwestern Power Administration area and as 
this seemed to be the only problem area at the present time, the 
committee felt that the legislation should be restricted to the South- 
western Power Administration area and so amended the bill. The 
report of the Federal Power Commission on the legislation indicates 
that application to other areas where the Federal Government is 
marketing electric power and energy would be detrimental to the 
interest of the United States. 

In addition to restricting the legislation to this one problem area, 
the committee adopted two other amendments which establish pro- 
cedures to be followed by the Secretary in further considering changes 
in rates for electric power and energy in the Southwestern Power 
Administration area. By a new section 2, the Secretary would be 
directed to use the incremental method of cost allocation whereby 
the cost allocated to power would be limited to the cost of adding 
power as a purpose in the projects. ‘The committee believes that this 
method is justified in this instance because the projects constructed 
by the Corps of Engineers in this area were constructed primarily 
for prevention of floods. The projects undoubtedly would have been 
constructed for flood control regardless of the decision as to the feasi- 
bility of adding powerplants. In addition, it is the committee’s 
understanding that the cost allocation for two of the projects already 
is based upon the incremental method of allocation in accordance with 
existing law. The committee believes that consistency requires that 
this method also be used for the other projects. 

By the addition of a new section 3, the Secretary is directed to 
renegotiate existing contracts with nonpreference customers in the area 
so as to provide that the rates for electric power and energy to such 
customers shall uniformly increase or decrease concurrently with 
any increase or decrease in rates to preference customers. The 
committee understands that long-term contracts have been entered 
into with nonpreference customers whereby the Federal Government 
is losing money on energy disposed of under those contracts. The 
committee further understands that the proposed rate schedule for 
preference customers would result in such customers paying more for 
power and energy than the nonpreference customers under the 
long-term contracts. The committee believes that if the Federal 
Government is losing money under these long-term contracts, they 
should be renegotiated to correct this situation. The committee 
further believes that in fairness to the preference customers, they 
should not be charged rates in excess of rates paid by nonpreference 
customers. 


COMMITTEE'S CONCLUSIONS 


This legislation provides a period, free of rate increases in the 
Southwestern Power Administration area, during which the Secretary 
can restudy this whole matter, and it also furnishes the Secretary 
guidance in such studies. In addition to such studies by the Secre- 
tary, the committee believes that it is imperative that the Congress, 
through the appropriate committees, early in the 85th Congress, go 
into this whole matter of policy relating to cost allocations and power 
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rate structures not only in the Southwestern Power Administration 
area but elsewhere where the Federal Government is marketing electric 
power and energy. 


REPORTS OF THE EXECUTIVE DEPARTMENTS 


The reports of the Department of the Interior and the Federal 
Power Commission on this legislation follow: 


DepaRTMENT OF THE INTERIOR, 
Washington, D. C., April 25, 1956. 
Hon. Crarr Encre, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enete: You have requested the views of this 
Department on H. R. 9664, relating to rates charged to public bodies 
and cooperatives for electric power generated at Federal projects. 

While the effect of H. R. 9664 in certain particulars is not clear, 
the bill generally would operate to freeze at their present levels for 
the 18-month period following its enactment the rates charged public 
bodies and cooperatives for federally generated power marketed by 
the Department of the Interior. 

This Department cannot recommend that H. R. 9664 be enacted. 

In marketing electric power and energy from its own installations 
and from projects of the Corps of Engineers, this Department acts 
through a variety of constituent agencies and pursuant to a number 
of statutes. The Bonneville, Southwestern, and Southeastern Power 
Administrations and the Bureaus of Reclamation and Indian Affairs 
all exercise power marketing responsibilities. Governing statutes in- 
clude those specifically applicable to the marketing of power from 
the Bonneville, Fort Peck, Boulder Canyon, Eklutna and Falcon 
projects, the Reclamation Project Act of 1939, statutes relating to 
Indian irrigation projects and section 5 of the Flood Control Act of 
1944. As to the Bonneville, Fort Peck, Eklutna, and Falcon projects 
and projects governed by section 5 of the Flood Control Act of 1944, 
power rates promulgated by this Department are subject to confirma- 
tion and approval by the Federal Power Commission. 

While there are, of course, variations in detail among the statutes 
above referred to, there is under them a common responsibility to 
secure and return to the United States of an appropriate share of 
project costs through revenues from the sale of power. If adequate 
levels of power rates are not maintained, that responsibility cannot 
be met. 

For the period during which it would be effective, H. R. 9664 would 
deprive the United States of an essential means of properly adminis- 
tering the Federal power projects to which it would be applicable. 
With the exception of power marketed through the Southwestern 
Power Administration, hereinafter discussed, this Department does 
not now foresee for an extended period including that covered by 
H. R. 9664 a necessity for a general rise in rate levels. Nevertheless, 
the principle contained in H. R. 9664 is so inconsistent with concepts of 
sound administration that its enactment cannot be regarded as desir- 
able public policy. And, especially is this so since H. R. 9664 would 
not only preclude timely action in the event circumstances not now 
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foreseen were to require it but would also preclude technical improve- 
ments and adjustments in rate schedules hetie the incidental effect 
of raising particular charges even though overall rate levels were to 
remain unaffected. 

H. R. 9664 is undoubtedly prompted by the increase in rates now 
being considered by this Department for the Southwestern Power Ad- 
ministration (SPA) power marketing area. It has long been appar- 
ent that a general rise in SPA rates is inevitable if the Federal invest- 
ment in power-producing and transmitting facilities is to be returned 
on the basis generally applicable to other Federal power developments 
administered by this Department. The generally accepted basis for 
the establishment of power rates, except where the Congress otherwise 
provides, is the return, in addition to operation, maintenance and re- 
placement costs, of the power investment over a period of 50 years at 
an interest rate approximating 2% percent. 

The existing SPA rates (rate schedule A) have from their inception 
been intended only for temporary and interim application, a fact 
known to all purchasers of SPA energy. The rate schedule was 
confirmed and approved by the Federal Power Commission on 
February 13, 1947 (Docket IT-5971), as “an interim rate schedule 
to remain in effect only until such time as further study and experience 
indicate the desirability for revision, but for not more than 6 
years * * *” From February 13, 1953, the expiration of the original 
6-year period of approval, until December 31, 1954, successive short 
extensions were granted, and on January 5, 1955, the Federal Power 
Commission extended schedule A until new rate schedules are approved 
by the Commission. 

That existing rates are not sufficient to accomplish an adequate 
return is due to a combination of factors, among them being risin 
construction costs, the revision of cost allocations, increases in annua 
operation and maintenance costs, and the increase in costs resultin 
from the operation of the so-called lease-option contracts with severa 
generation and transmission cooperatives in the Oklahoma and 
Missouri areas. 

After several years of study, the Federal Power Commission was 
requested, on December 29, 1954, to confirm and approve an increase 
in schedule A to the level then considered necessary in order to accom- 
plish return of the Government’s investment under the generally 
accepted standards. However, the reactivation of the lease contracts 
with the G. and T. cooperatives, provided for in the Departmental 
Appropriation Act for fiscal year 1956, further increased costs necessi- 
tating restudy and revision of the December 1954 proposals. The 
Commission accordingly was requested to withhold action on the sub- 
mittal then before it. Studies had progressed to the point where this 
Department was prepared to propose specific revisions in the 1954 sub- 
mittal for approval and confirmation by the Federal Power Commis- 
sion when the Subcommittee on Flood Control, Rivers and Harbors of 
the Senate Committee on Public Works instituted a series of hearings 
upon the proposed rate increase. 

A summary comparison of original and current estimates of cost and 
other data for the projects for which SPA is the marketing agent 
clearly demonstrates the necessity for an increase in power rates. 

For the seven integrated projects in the system (Denison, Norfork, 
Bull Shoals, Fort Gibson, enkiller Ferry, Blakely Mountain, Table 
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Rock) total cost at time of authorization was estimated at $199.8 
million of which $109.2 million was allocated to power according to 
the SPA estimate. At the time of filing of rate schedule A in 1946, 
total estimated cost had risen to $234.8 million, with $111.2 million 
allocated to power according to the SPA estimate. In 1953 the corps 
of Engineers and SPA each made allocation studies. The corps esti- 
mated total cost at $342.4 million, with $216.4 million allocated to 
power, and SPA used a total cost of $337.9 million, with $160.3 million 
allocated to power. In 1954, following the agreement among FPC, 
the Department of the Army, and this Department as to cost-alloca- 
tion methods for application to all water-development projects, the 
— estimated total construction cost at $357.6 million with $200.2 
million allocated to power. 

Several significant points are to be noted. First, the estimated 
total construction cost has risen 79 percent above the original estimate. 
Second, while dollarwise the allocation to power has increased 83.3 
percent over the original SPA estimate, the percentage of total cost 
allocated to power under the current estimate (56 percent) is approxi- 
mately the same as the percentage prevailing at the time of authoriza- 
tion (54.7 percent) and it is only dightly higher than the percentage 
— at the time of the filing of rate schedule A (47.4 percent). 

hird, the substantial increase in construction costs has not been ac- 
companied by any significant increase in the estimate of annual avail- 
able primary energy, this having been 1,362 million kilowatt-hours at 
the time of filing of rate schedule A in 1946 and currently stands at 
1,376 million kilowatt-hours. Fourth, although the estimate of in- 
stalled capacity has increased from 426,000 kilowatts at the time of 
authorization to 674,000 kilowatts under current estimates, with a rise 
in the estimate of average annual energy from 1,403 million kilowatt- 
hours at the time of authorization to 1,970 million kilowatt-hours, the 
contribution to the revenue picture of this increase is minor since the 
increase represents almost entirely nonfirm energy. 

Except for the Denison and Norfork projects for which the alloca- 
tions to power are based upon incremental costs by virtue of the 
provisions of authorizing documents, current cost allocations for the 
integrated projects are arrived at by the separable costs-remainin 
benefits method. This is the method recommended for genera 
application by the interagency agreement on cost allocation methods 
and it was also recommended by the Subcommittee to Study Civil 
Works of the House Committee on Public Works (the so-called Jones 
committee) in its report to the 82d Congress. This method entails 
an allocation of joint costs among the several purposes served in such 
a way that each purpose shares equitably in the savings resulting 
from the combining of the purposes in the multiple-purpose develop- 
ment. 

As above indicated the current allocation of costs by that method is 
$200.2 million. If only separable costs were to be allocated to power, 
that is if there were to be allocated to power only the difference 
between the cost of constructing the projects with and without power 
as a purpose, the cost allocation would be reduced by less than $19 
million to a total of $181.4 million. This would decrease revenue 
requirements by only $0.00032 (three-tenths of a mill) pe kilowatt- 
hour on all primary energy sales. It is opponent, therefore, that the 
adoption of the separable costs-remaining benefits method of alloca- 
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tions is not a substantial factor contributing to the need for increased 
revenue. The principal factor contributing to the need for in- 
creased revenue is the substantial increase that has come about in 
construction and operating costs unaccompanied by a comparable 
increase in available primary energy. 

The rate increase proposed by this Department is the minimum 
considered necessary to accomplish return of the Government’s in- 
vestment allocated to power in 50 years at 2% percent interest, the 
generally accepted standard for the establishment of power rates. 

We are firmly of the view that it would be unwise to defer further 
the application of the rate establishing procedures of section 5 of the 
Flood. Control Act of 1944. Extended deferment of consideration of 
a revision in rates can only result in the end, if the standards of rate- 
making applicable generally to Federal projects are to apply, in a 
necessity for an increase above the level that would be sufficient were 
action to be taken at this time. Further delay would, therefore, in 
our view constitute a disservice to the very public bodies and co- 
operatives H. R. 9664 is intended to aid. 

At the outset of this report it was stated that operation of H. R. 9664 
in certain particulars is not clear. The bill refers to the “rate charged” 
on February 27, 1956, to a public body or cooperative for electric 
service furnished that public body or cooperative. 

Charges for electric power and energy are commonly computed 
not upon the basis of a single rate but upon the basis of rate schedules 
oe to particular classes of service. Thus, ordinarily there 
will be one rate schedule for firm power service and others for other 
classes such as dump or secondary service and irrigation pumping. 
Particularly in the case of firm power service the rate schedule will 
consist of a number of rates, the applicability of each of which will 
depend upon such factors as the amount of energy taken by the cus- 
tomer in a given month, the customer’s load factor, his highest 
monthly demand, ete. 

From the use in H. R. 9664 of the singular ‘‘rate,” the reference to 
the rate “charged” rather than to the rate schedule applicable, and 
the absence of a reference to classes of service it is not clear whether 
in the event of its enactment charges could be computed, during its 
effective period, on the basis of the schedule of rates applicable on 
February 27, 1956, to the particular class, quantity and character of 
service received by the customer during each monthly billing period. 
If the bill is not to be so read it would preclude proper charges based 
upon variations in such factors as the customer’s load factor and upon 
changes in the class of service being taken. It would also, in that 
event, continue in effect certain rate schedules or rate schedule pro- 
visions that would otherwise by their terms have expired within that 
period, for example rate ceilings applicable temporarily in new service 
areas and experimental rates all of which would otherwise expire by 
their own terms within the period of the bill’s applicability. Other 
examples of the uncertainty that H. R. 9664 would bring about in the 
computation of charges may be found in those cases where the monthly 
charge is dependent in whole or part upon some factor of actual 
monthly, variable cost as in the case of certain dump energy rates 
which are established at a specified percentage of fuel costs and in 
other instances in which the customer’s charges are in part premised 
upon actual, monthly operating expenses. 
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The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your Committee. 
Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 





FrepeRAL Power CommIssION, 
Washington, April 16, 1956. 
Re: H. R. 9664, 84th Congress, 2d session. 


Hon. Criarr ENGte, 
Chairman, Committee on Interior and Insular Affairs, 
United States House of Representatives, 
Washington, D. C. 

Dear Mr. CnarrMan: In response to your request, there are en- 
closed four copies of the report of the Federal Power Commission on 
H. R. 9664, 84th Congress, a bill relating to rates charged to public 
bodies and cooperatives for electric power povmthioy at Federal 
projects. 

Sincerely yours, 
S. L. Diesy, Acting Chairman. 

Enclosure No. 94401. 


FrepEeraL Power Commission Report on H. R. 9664, 84rH ConGREss, 
A Brit Retatine to Rates CHarGep to Pusiic Bopigs AND 
CoopERATIVES FOR Euecrric Power GENERATED AT FEDERAL 
PROJECTS 


This bill would prevent the rates which were being charged public 
bodies and cooperatives on February 27, 1956, for power from certain 
Federal hydroelectric projects from being increased during a period 
of 18 months after the enactment of the bill. The language of the 
bill raises some questions which the Federal Power Commission 
thinks should be brought to the committee’s attention. However, 
the Commission feels that in view of the statutory requirements for 
its review and approval of such rates under the standards set forth 
. on get it should not make a recommendation on the adoption 
of the bill. 

Pursuant to the Bonneville Act, the Flood Control Act of 1944, 
the Fort Peck Act, and the Falcon Dam Act, the Secretary of the 
Interior is authorized to sell the electric power from the projects 
referred to therein pursuant to rate schedules approved by the 
Federal Power Commission. 

The language of the bill which raises some questions is that which 
biovides ‘that the Secretary of the Interior shall make no charge 
for power from Federal projects to any public body or cooperative 
“at any rate in excess of the rate charged on February 27, 1956.” 
The questions will be explained in relation to the respective statutes. 


BONNEVILLE ACT 


Bonneville’s rate schedule E-4, which has been approved by the 
Commission, provides for a developmental rate for the first 5 years to 
& newly developed separate system which generally is lower than the 
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rate charged thereafter under this rate schedule. Many cooperatives 
and public bodies are buying power under this rate schedule. 

In the light of the language of the proposed bill it would appear that 
in cases where the 5-year period expires during the 18 months provided 
in the bill that Bacnevilie would nevertheless be required to charge 
the developmental rate for the balance of the 18-month period because 
that was the rate “charged” on February 27, 1956. 

Section 7.1 of Bonneville’s general rate schedule provisions provides 
for an experimental rate for energy used in experimentation and testing 
in order to promote experimentation in new processing methods and 
in the development of new types of load within the market area. 
This rate may be used for an initial period of 6 months, at the end of 
which time the regular rate, which is a higher rate, goes into effect. 
At the present time the city of Springfield, Oreg., is purchasing power 
under this rate for resale to the Hanna Nickle Co. However, it would 
appear that upon the expiration of the rate in June 1956 the provisions 
of the bill would prevent Bonneville from charging the city of Spring- 
field the regular rate because that would be a rate in excess of the rate 
“charged”’ on February 27, 1956. 

Each of Bonneville’s rate schedules contains a provision which 
states that the rate schedule is subject to adjustments which might be 
proposed by the Administrator and approved by the Federal Power 
Commission to become effective December 20, 1956 or 1957 or 1958. 
It would appear that the bill would prohibit the application of these 
provisions for the 18-month period in the event the Federal Power 
Commission approved an increase in the rates. 


FORT PECK ACT 


Under this act the Secretary of the Interior has recently filed with 
the Federal Power Commission amendments to rate schedules for the 
sale of power from the Fort Peck project. These amendments increase 
the rates in certain instances and are now being considered, but have 
not as yet been approved by the Commission. However, the amend- 
ments han been put into effect and were being “charged” on Feb- 
ruary 27, 1956. It would appear that in the event the Commission 
disapproved the amended rates because they were not sufficient to 
meet the pay-out requirements of the act, nevertheless the Secretary 
of the Interior would be prevented from putting into effect any increase 
approved by the Commission to meet these requirements, and the 
unauthorized rate would remain in effect for the 18-month period. 


FLOOD CONTROL ACT OF 1944 


Under this act a situation would arise regarding the Cumberland 
River project similar to the one referred to under the Fort Peck Act. 
The Secretary of the Interior, prior to February 27, 1956, filed rate 
schedules for the sale of power to TVA from the Cumberland River 
project, which rates represent an increase in the rates heretofore 
charged. The new rates have been put into effect, and were being 
charged on February 27, 1956. However, none of the rates have as 
yet been approved by the Federal Power Commission. Thus, it 
would appear that the provisions of the bill in this situation would 
have the same effect as described regarding the pending rates filed 
,under the Fort Peck Act. 
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Regarding the Kerr project, which is subject to this act, two-thirds 
of the power has been allocated by the Secretary of the Interior to be 
sold to customers in Virginia and one-third to be sold to customers in 
North Carolina. The rates for the sale of power to cooperatives and 
pe bodies in Virginia have been approved by the Commission. 

owever, rates have not as yet been established for the sale to cus- 
tomers in North Carolina. It is expected that in the near future rates 
for the North Carolina customers will be filed for approval with the 
Commission. Such rates would be initial rates not heretofore charged, 
and it would appear that the provisions of the bill would not prevent 
these rates, when approved by the Commission, from going into effect 
and being charged during the 18-month period. 


FALCON DAM ACT 


Pursuant to this act the Falcon Dam project has been constructed 
on the Rio Grande River. Before the construction of this project 
was completed the power facilities were put in operation and rate 
schedules for the temporary disposition of the entire output of the 
project was filed and approved by the Commission for the sale of power 
to Central Power & Light Co., at a dump rate of 2.7 mills per kilowatt- 
hour. The Commission’s approval of this rate terminates June 30, 
1956. In the meantime, it is expected that permanent rates, which 
would be an increase over the temporary rates, will be filed for Com- 
mission approval, At the present time no power is being sold to co-ops 
or public bodies. Therefore, when such rates are filed they would be 
initial rates newly established and it would appear the provisions of 
the bill would not prevent them from being <a 

We wish to call to the committee’s attention that one of the criteria 
required to be used by the Commission in approving rates pursuant 
to the various acts referred to above is that rate schedules shall be 
drawn having regard to the recovery of the cost of production and 
transmission, inclailide the amortization of the capital investment 
allocated to power over a reasonable period of years. In cases where 
increased rate schedules were approved by the Commission for the 
purpose of meeting this requirement, the provisions of the bill would 
prevent the Secretary of the Interior from charging such rates to 
cooperatives and public bodies during the 18-month period. Thus, 
in such cases the Socwndinh would be deprived of a portion of the 
pay-out for the projects involved. 


FepERAL Power CommMISsION, 
By S. L. Diesy, Acting Chairman. 


COMMITTEE’S RECOMMENDATION 


The Interior and Insular Affairs Committee recommends that S. 
3338, as amended, be enacted. 
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MINORITY VIEWS 


It is a requirement of section 5 of the Flood Control Act of 1944 
that the Department of the Interior establish compensatory rates that 
will be sufficient to amortize the investment allocated to power on 
Federal projects. Enactment of the bill will prevent the establish- 
ment of compensatory rates until July 1, 1957. This would result in a 
decrease of $2,167,000 revenue during that year, and would further 
result in a burden of $8 million, including interest, to be repaid at the 
end of the 50-year repayment period. 

The existing rate was approved for 6 years on February 13, 1947, 
on the basis of incomplete data as to both cost and revenues. Conse- 
quently, it has been expected by all concerned that a revised rate 
schedule would be submitted to the Federal Power Commission for 
approval on the basis of current costs and financial requirements. 

uring 1955 SPA operated with a deficit of $2,733,139, less than the 
required interest payment to the Federal Treasury and no retirement 
of capital investment. This bill would continue the deficit operation 
and prevent a proper adjustment of rates as authorized by present 
law and as calculated by procedures and practices used generally by 
the Government throughout the United States. 

The proposed rate is reasonable when compared to the average 
rate paid by the cooperatives throughout the country. The customers 

urchasing such power have the advantages that come from low 

overnment interest rates, the economies of projects developed for 
multiple purposes, and the absence of the requirement to pay taxes 
on such power systems. 

The present SPA rate is inadequate because of an increase in con- 
struction costs of 79 percent above the orginal estimate; because the 
amount of primary energy as fixed by low water records has been 
reduced by an extended drought; because of the added expense of the 
contracts with the generating and transmitting cooperatives; and be- 
cause of the adoption of equitable cost allocation principles. While 
some criticism has been directed to the cost allocation now favored 
by all three of the concerned Federal agencies; namely, the Federal 
Power Commission, Department of the Army, and the Department 
of the Interior, only a minor part of the rate increase results from this 
factor. The predominant reasons are the increases in construction 
costs, drought, and the congressionally approved G. and T. contracts, 
all beyond the administrative control of the Secretary of the Interior. 

The proposed revision in the rate would result in an average whole- 
sale rate of 7.71 mills at load center delivery points as compared to 
5.50 mills in the original interim rate. While this is about a 40 percent 
increase in the wholesale price of power, it should be noted that it is 
an increase of 6 percent in the retail price since the increase of 2.5 mills 
is to be related to an average retail consumer rate of about 40 mills. 
To the average rural consumer in the area, this means an increased 
cost of about 40 cents a month. 
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The bill would have very limited effect outside of the Southwestern 
Power Administration marketing area. The proposed SPA rate 
revision is necessary to place the projects in this area on a par with 
projects elsewhere in the country, with repayment of the capital 
investment in power with interest plus operation and maintenance, 
replacements, transmission, and administrative costs on a 50-year 
basis. 

This bill if enacted would establish a dangerous precedent of 
Congress yielding to a pressure group to establish for them privileged 
consideration yr oa to that now received by other purchasers of 


Government electric power. 


JOHN P. SAYLOR. 
James B. Urr. 

JoHN J. RuHopEs. 
Joun R. PILuion. 
Hamer H. BupGe. 
J. Ernest WHARTON. 
Craic Hosmer. 

















84TH Concrrss HOUSE OF REPRESENTATIVES { REpPoRT 
2d Session No. 2789 





PROVIDING FOR THE ACQUISITION OF NAVAHO INDIAN LANDS 
REQUIRED IN CONNECTION WITH THE CONSTRUCTION, OPER- 
ATION, AND MAINTENANCE OF THE GLEN CANYON UNIT, COLO- 
RADO RIVER STORAGE PROJECT 





Juty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. EnGue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 11685) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 11685) to provide for the acquisition of Navaho 
Indian lands required in connection with the construction, operation, 
and maintenance of the Glen Canyon unit, Colorado River storage 
project, having considered the same, report favorably thereon with 


amendments and recommend that the b 
The amendment is as follows: 
Page 2, line 1, strike out the word “camp” 
Page 2, line 22, add a new sentence reading as follows: 


The authority contained in this Act shall not extend to 
utilization by the Secretary of the lands hereinbefore de- 
scribed for public recreational facilities without the consent 
of the Navajo Tribe. 


as amended do pass. 


EXPLANATION OF THE BILL 


This legislation would grant the United States immediate access to 
tribal lands of the Navaho Indians which are needed for the construc- 
tion, operation, and maintenance of the Glen Canyon unit of the 
Colorado River storage project on which construction is expected to 
start this year. The Navaho Reservation includes all lands on the 
ye side of the Colorado River in the vicinity of the proposed 

am site. 

The legislation also provides for negotiation between the Navaho 
Tribe and the Secretary of the Interior with respect to the price to be 
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paid for the lands needed for the entire Glen Canyon unit and on other 
terms with respect thereto. If the needed lands cannot be acquired 
by negotiation, they may be acquired through eminent domain pro- 
ceedings, except that tribal land needed for public recreational facilities 
cannot be acquired without consent of the Navaho Tribe. 

The legislation further provides that any lands which are obtained 
but later found not to be needed shall revert to the tribe. In addition, 
all mineral rights are reserved to the tribe subject to the right of 
removal thereof under such terms and conditions as the Secretary 
determines will not interfere with the purposes of the Glen Canyon 
unit. 

Without congressional authorization as provided in this bill, the 
Secretary of the Interior lacks authority to acquire title to the tribal 
lands required and the Bureau of Reclamation has reported that with- 
out such authorization, it will be foreclosed from establishing a 
townsite and construction facilities on the Navaho tribal lands. En- 
actment of this legislation would make available to the Bureau of 
Reclamation for a townsite and construction facilities lands on both 
sides of the Colorado River and thereby permit the Bureau to make 
its decision with respect to these works on the merits of the case and 
the economics involved. 

The Navaho Tribal Council, governing body of the tribe, has 
officially approved this bill, guided in part by recognition of the 
opportunity offered by construction of the Glen Canyon Dam for 
employment of Navaho labor and for increased economic opportunity 
on the reservation, 

DEPARTMENT'S REPORT 


The report of the Department of the Interior recommending enact- 
ment of this legislation follows: 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., June 19, 1966. 
Hon. Cuarr EnNGt3g, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enotes: A report has been requested from this 
Department on H. R. 11685, a bill to provide for the acquisition of 
Navaho Indian lands required in connection with the construction, 
operation, and maintenance of the Glen Canyon unit, Colorado 
River storage project. 

We recommend that the bill be enacted. 

In substance section 1 of H. R. 11685 provides that, in aid of con- 
struction of the Glen angen unit of the Colorado River storage 
project, the United States shall have immediate access to tribal lands 
of the Navaho tribe needed for construction, operation, and mainte- 
nance of Glen Canyon Dam and related facilities. These lands lie on 
the east side of the Colorado River in Arizona. 

Section 2 of the bill provides for negotiation between the Navaho 
tribe and the Secretary of the Interior with respect to the price to be 
paid for the lands needed for the entire Glen Canyon unit and on 
other terms with respect thereto. It also provides that, if the needed 
lands cannot be acquired by negotiation, they may be acquired 
through eminent domain proceedings. The rights needed by the 
United States will, in some cases, be the full fee. In other cases, its 
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needs may be fully met by rights of way, easements and the like. The 
provision of the bill requiring negotiation before condemnation leaves 
room for ironing out differences of opinion with respect to compensa- 
tion and the extent of the tribal interest to be taken. 

Section 3 of the bill deals with reversion of the lands in the event 
they are not needed for the purpose for which they are acquired and 
with the reservation of mineral rights to the tribe. These provisions 
we understand, incorporate the principal restriction upon Federal 
acquisition by the United States which the Navaho tribe has insisted 
upon. 

* Cnabitinetion of the Glen Canyon unit was authorized by the act of 
April 11, 1956 (Public Law 485, 84th Cong.). Funds for commencing 
its construction during the fiscal year 1957 have been requested by 
this Department and it is anticipated that on-site construction ac- 
tivities will begin during the year. Enactment of H. R. 11685 will 
assist in this. By limiting, as section 1 of the bill does, the Govern- 
ment’s immediate rights to those of entry, it avoids the problems 
inherent in a legislative taking of the Indians’ right, title, and interest 
in the lands, allows time for negotiation, and will, we hope, obviate 
any need for recourse to condemnation proceedings. 

It is anticipated that the construction, operation, and maintenance 
of this unit will provide employment for many members of the 
Navaho Tribe. Its leaders have expressed the opinion that this em- 
ployment is of the highest importance to the tribe. This will assure 
the utmost cooperation with the Secretary in the negotiations. 

We suggest, in the interest of clarity, that the word “‘camp” be 
stricken from line 1, page 2, of the bill. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Secretary of the Interior. 


COMMITTEE’S RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11685. 
O 
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PROVIDING FOR A 230,000-VOLT LINE FROM THE FORT 
RANDALL DAM IN SOUTH DAKOTA TO GRAND ISLAND, 
NEBR. 





Jury 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. EncGuie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
(To accompany H. J. Res. 672} 
The Committee on Interior and Insular Affairs, to whom was 


referred the joint resolution (H. J. Res. 672) to provide for a 230,000- 
volt line from the Fort Randall Dam in South Dakota to Grand 


Island, Nebr., having considered the same, report favorably thereon 
with amendments and recommend that the joint resolution, as amended, 
do pass. 

The amendment is as follows: 


Strike out all after the resolving clause and insert the following 
language— 


That approval is hereby given we construction of the two- 
hundred-and-thirty-thousand-volt transmission line and ap- 
purtenant facilities of the Missouri River Basin project 
transmission system which extends from Fort Randall Dam 
on the Missouri River in South Dakota to a point near Grand 
Island, Nebraska. 


Amend the title so as to read: 


A bill to approve construction of a two-hundred-and- 
thirty-thousand-volt line from the Fort Randall Dam in 
South Dakota to Grand Island, Nebraska. 


EXPLANATION OF THE LEGISLATION 


This legislation, as amended, would approve construction of the 
230,000-kilovolt transmission line of the Missouri River Basin project 
transmission system which extends from Fort Randall Dam on the 
Missouri River in South Dakota to Grand Island, Nebr. This trans- 
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mission line is a part of the transmission system of the Missouri River 
Basin project, which was authorized by the 1944 Flood Control Act. 
This transmission line and terminal facilities would transmit electric 
power from the Missouri River Basin project to Grand Island, Nebr., 
which is the load center of the Nebraska public power system, for sale 
to ultimate consumers. The power is needed to meet irrigation pump- 
ing and other loads in central and eastern Nebraska. The total cost 
of the line complete with terminal facilities is estimated at $8 million. 


EXECUTIVE COMMUNICATION 


On February 21, 1956, the President transmitted to Congress a re- 
quest for a supplemental appropriation to construction this trans- 
mission line. It is stated in this communication that there is an 
urgent need for initiating construction of this 230,000-kilovolt trans- 
mission line in 1957. The communication from the President fellows: 


CoMMUNICATION FROM THE PRESIDENT OF THE UNITED 
Srates TRANSMITTING PROPOSED SUPPLEMENTAL APPRO- 
PRIATIONS FOR THE Fiscat Year 1957, INVOLVING A 
Net Decrease oF $65,000 ror SEVERAL AGENCIES, IN 
THE Form or AMENDMENTS TO THE BUDGET FOR SAID 
FiscaL YEAR 

Tas Warte Hovse, 
Washington, February 21, 1956. 
The SPEAKER OF THE House oF REPRESENTATIVES. 


Sir: I have the honor to transmit herewith for the con- 
sideration of the Congress proposed supplemental appro- 
priations for the fiscal . year 1957, involving a net decrease 
of $65,000 for several agencies, in the form of amendments 
to the budget for said fiscal year. 

The details of these proposed amendments, the necessity 
therefor, and the reasons for their submission at this time 
are set forth in the attached letter from the Director of the 
Bureau of the Budget, with whose comments and observa- 
tions thereon I concur. 

Respectfully yours, 
Dwiecar D. E1seENHOWER. 


Executive Orrick oF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington 25, D. C., February 16, 1956. 


The PRESIDENT, 
The White House. 


Str: I have the honor to submit herewith for your con 
sideration proposed supplemental appropriations for the fisca 
year 1957, involving a net decrease of $65,000 for severe 
agencies, in the form of amendments to the budget for saic 
fiscal year, as follows: 
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INDEPENDENT OFFICES 


SMITHSONIAN INSTITUTION 





Budget 


Original 
page Heading estimate Change to— 





168 | Salaries and expenses, Smithsonian In- | $4, 400, 000 $4, 425, 000 
stitution. 

170 | Salaries and expenses, National Gallery 1, 495, 000 | 1, 505, 000 
of Art, 








These proposed supplemental appropriations are necessary 
to enable the Smithsonian Institution and the National 
Gallery of Art to pay increased salaries to certain of their 
employees whose salaries are fixed by wage boards. The 
increase referred to became effective December 18, 1955, 
which was too late for it to be taken into account in the 1957 
budget. 


DEPARTMENT OF DEFENSE-—CIVIL FUNCTIONS 


DEPARTMENT OF THE ARMY 


RIVERS AND HARBORS AND FLOOD CONTROL 





Budget Original 
page | Heading estimate | Change to— 


r 
i decrease (~) 


Increase (+) 
rs) 





613 General investigations................- $6, 635,000 | $7, 035, 000 +$400, 000 
627 1, 000, 000 500. 000 — 500, 000 


en —_—— 





The budget message for 1957 referred to the recent flood 
emergency in certain Far Western States and pointed out 
that the Corps of Engineers would be appraising without 
delay the need for additional flood-protection measures in 
these areas. On the basis of that appraisal, which has now 
been completed, it has been determined that an additional 
$400,000 is necessary in fiscal vear 1957 for “General inves- 
tigations” to review preauthorization studies and plans made 
before the recent floods to determine promptly if modifica- 
tions are needed to afford these areas the greatest practicable 
degree of flood protection. 

This appraisal and further review of the entire 1957 con- 
struction program reveal the need to make certain adjust- 
ments in the program. No increase in the appropriation 
estimate for ‘Construction, general” is necessary to finance 
these adjustments since they can be accomplished by 
reprograming the funds now included in the 1957 budget. 

To accelerate the flood-control program in the Far Western 
States, $3,990,000 would be applied to projects which would 
afford a higher degree of protection if these areas are again 
subjected to major floods. Of this amount, (a) $3,390,000 
is needed to start construction of Success Reservoir, Terminus 
Reservoir, and American River levees, in California; (6) 
$50,000 is needed to accelerate construction of the Johnson 
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Creek project in Oregon, and (ce) $550,000 is needed to ac- 
celerate preconstruction planning of 3 authorized flood- 
control projects. In addition, $2,260,000 would be used 
(a) to initiate construction of 4 authorized projects in other 
areas: Buckhorn Reservoir, Ky.; Barcelona Harbor, N. Y.; 
Holland Harbor, Mich ; and Bellingham Harbor, Wash.; 
and (6) to accelerate urgent preconstruction planning for 
flood control outside the far western flood areas. 

The proposed reduction for ‘Niagara remedial works”’ is 
based entirely on a decrease in the estimated total cost of the 
work. The remaining amount of $500,000 is required 
to complete the work. 


DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 


Studies completed by the Bureau of Reclamation of its 
construction and rehabilitation program subsequent to sub- 
mission of the budget disclose an urgent need for initiating 
construction in 1957 of a 230-kilovolt transmission line and 
terminal facilities from the Fort Randall Dam to Grand Is- 
land, Nebr., to transmit electric power from the Missouri 
River Basin project to this load center of the Nebraska public 
power system for sale to ultimate customers. The power is 
required to meet irrigation pumping and other loads in central 
and eastern Nebraska. ‘The total cost of these new facilities 
is estimated at $8 million. Funds in the amount of $5,- 
500,000 are required in 1957. 

No increase in the appropriation estimate is necessary to 
accomplish this work since a recent review of the agency’s 
overall construction and rehabilitation program has disclosed 
that funds in that amount can be made available by adjust- 
ments in the 1957 program and through savings which have 
developed during the current year. 

I recommend that the foregoing proposed amendments be 
transmitted to the Congress. 

Respectfully yours, 
Rowtanp Hvuaues, 
Director of the Bureau of the Budget. 


COMMITTEE’S RECOMMENDATION 





The Committee on Interior and Insular Affairs recommends enact- 
ment of House Joint Resolution 672. 


O 
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SALE OF CERTAIN LANDS IN THE NATIONAL FORESTS 





Juty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo.ry, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany S. 1079] 


The Committee on Agriculture, to whom was referred the bill 
(S. 1079) to provide for the sale of certain lands in the national 
forests, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended to pass. 

The amendents are as follows: 

Page 1, line 6, after the words “which are’ insert ‘(1)’. 

Page 1, line 7, after the word “strips” insert “, or (2) lands imme- 
diately adjacent to urban areas,”’. 

Page 1, line 10, strike out the period at the end of the bill and 
insert a colon and the following: 


Provided, That no sale of any tract in excess of 320 acres 
shall be made until after notice of intention to make such 
sale has been given to the Committee on Agriculture and 
Forestry of the Senate and the Committee on Agriculture of 
the House of Representatives for at least 90 days, counting 
only days occurring during a regular or special session of the 
Congress: And provided further, That a report of all transfers 
under the authority of this Act during the immediately pre- 
ceding calendar year shall be submitted to the Speaker of 
the House of Representatives and the President of the Senate 
not later than January 31 of each year. 

The purpose of this bill is to authorize the Forest Service to dispose 
of small isolated parcels of national forest land which are difficult to 
administer because of their small size and their isolation from larger 
national forest areas and also to dispose of land immediately adjacent 
to urban areas which is better suited for commercial, residential, or 
other purpose than it is for national forest use. 
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In many of the national forests there are a number of small tracts 
of land which are not connected with the main body of national forest 
land or which project out from the national forest lands in such a 
manner as to make their supervision and administration extremely 
difficult and expensive. In most instances these lands are surrounded 
or virtually surrounded by private land holdings. 

In many other instances towns and villages have grown up within 
the national forest boundaries or expanded in size since the establish- 
ment of the national forest. Where these towns and villages are sur- 
rounded with national forest land, there is created a difficult situation 
in which the only way for the urban areas to expand is to obtain from 
the Forest Service special use permits for the construction of houses, 
stores, or industrial sites on the national forest land. The adminis- 
tration of national forest lands and the timber and other values 
thereon, which is the primary function of the Forest Service, will be 
much better served by disposal to private owners of lands adjacent 
to urban areas which are needed for the development of such areas 
and which would normally be in private ownership. 


COMMITTEE AMENDMENTS 


As originally introduced in both the House and Senate, this bill 
provided for sale of both isolated parcels and land adjacent to urban 
areas. At extensive hearings held on the House bill (H. R. 4004 by 
Mr. Hope of Kansas) objection was made to the bill by Members of 
Congress, conservation organizations, and others that it gave the 
Forest Service virtually unlimited authority to determime what 
tracts of land came within the purview of the bill and sell such land 
without further action by Congress. 

The provisos added to the bill in the form of committee amendment 
will require that the Forest Service file with the appropriate com- 
mittees of Congress notice of their intention to dispose of tracts of 
land in excess of 320 acres under authority of this bill. These notices 
will, of course, be available to Members of Congress and others inter- 
ested so that appropriate action may be taken in the event that the 
Forest Service includes tracts which should not properly be sold 
under this act. In addition, the amendment provides that a report 
on all transactions under this act shall be filed with the Speaker of 
the House and the President of the Senate not later than January 31 
of each year. 

The Senate amended the original bill by striking out item 2 referring 
to sale of land adjacent to urban areas. This was a logical procedure, 
since there was - pending in the Senate a House bill providing in 
some detail for the sale of lands for townsites, which would probably 
have included the authority provided in item 2. Subsequent to enact- 
ment of this bill by the Senate, however, unfavorable action has been 
taken on the bill relating to townsites, so that the committee has rein- 
se ted, as a committee amendment, the item 2 in this bill relating to 
land in the vicinity of urban areas. The committee believes that the 
b ll as amended and reported herewith will serve a useful purpose and 
that it meets the objections to the original bill which were raised in 
th: course of hearings before this committee. 


O 
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TERM PERMITS TO USE FOREST LANDS 





Juxty 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany 8, 2216] 


The Committee on Agriculture, to whom was referred the bill 
(S. 2216) to amend the act of March 4, 1915 (38 Stat. 1086, 1101; 
16 U.S. C. 497), having considered the same, report favorably thereon 


without amendment and recommend that the bill do pass. 

The purpose of this bill is to bring up to date the law relating to 
special use of national forest lands. The present law was enacted in 
1915 and has not been substantially modified since that time, although 
the requirements of commerce, industry, recreation, and public use 
of space in the national forests has substantially changed. 

With the exception of the final sentence, the bill is identical with 
the bill, H. R. 2762 of the 83d Congress which was passed by the 
House but not acted upon in the Senate. 

Following is the text of the Senate report: 


The Committee on Agriculture and Forestry, to whom was 
referred the bill (S. 2216) to amend the act of March 4, 1915 
(38 Stat. 1086. 1101; 16 U.S. C. 497), having considered the 
same, report thereon with a recommendation that it do pass 
with an amendment. 

This bill would (1) increase to 80 acres (from 5 acres) the 
maximum area of national forest lands for which term permits 
may be granted for hotels, resorts, and other facilities for 
recreation or public convenience under the act of March 4, 
1915 (16 U.S. C. 497), and (2) authorize similar term permits 
for facilities for public safety, facilities for industrial or com- 
mercial uses related to or consistent with other national 
forest uses, and facilities to be used by public or nonprofit 
agencies for education or public use. The authority under 
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the act for term permits not exceeding 5 acres for summer 

homes and stores would remain substantially unchanged. 
The Department of Agriculture now has adequate author- 
to issue revocable permits for all purposes under the act 


ity 
of June 4, 1897 (16 


. 8S. C. 551). 


Its authority to issue 


term permits, and the extent to which such authority would 
be broadened by S. 2216, are shown below: 





Purpose of permit 


Existing limitation on 
authority to issue term 
permits 


Limitation under 
8. 2216 





1. Hotels, resorts, and other facilities for 
recreation or public convenience 
(extended by S. 2216 to public 
safety). 

2. Summer homes and stores_.........-. 


3. Facilities for industrial or commercial 
purposes (other than hotels, resorts, 
or stores) related to or consistent 
with other uses of the forest. 

4, Use by public agencies for public 
facilities (S. 2216 also covers non- 
profit agencies and nonpublic 
education).? 


5. Any use of Government administered 
structures and improvements and 
land connected therewith. 

6. Any of the following uses in Alaska: 
residence, recreation, public con- 
venience, education, industry, agri- 


5 acres to any 1 person or 
association for 30 years,! 


5 acres to any 1 person or 
association for 20 years. 
No term permit author- 

ity.’ 


Any area for 30 years fora 
fair consideration (under 
Public Law 771, 88d 
Cong., 68 Stat. 1146). 


30-year permits (under sec. 
7 of the Granger-Thye 
Act, 16 U. 8, C. 580d). 

80 acres for 30 peer (under 
the act of Mar. 30, 1948, 
48 U. 8. C. 341). 


80 acres for 30 years, 


5 acres for 30 years. 


80 acres for 30 years, 


80 acres for 30 years 
without consider- 
ation (in addition 
to authority under 
existing law). 

No change 
existing law. 


Do. 


from 








culture, and commerce. 





1 Unlimited authority for sanatariums and hotels near mineral spiiigs (16 U. S. C. 495) 
would not be affected. 

? Specific authority for 10-year grazing permits (16 U. 8. C. 580), 50-year grants of easements 
for rights-of-way for electric transmission and communication lines (16 U. 8. C. 523), and 
grants for other types of rights-of-way (43 U. 8, C. 934, 525, 946, and 951; 16 U. 8, C. 524) would 
not be affected. 

3 The act of June 4, 1897 (16 U, 8. C. 479), which permits the settlers i* o near national forests 
to occupy up to 2 acres for each schoolhouse and 1 acre for each church .or school and chureh 
purposes, would not be affected. 


Enactment of this bill will tend to increase rather than 
decrease State tax rolls and receipts since the interest of the 
permittee would be subject to State taxing authority. In 
addition 25 percent of the fees charged for permits are paid 
to the States, as provided in title 16, United States Code, 
section 500. 

The committee amendment would prohibit use of the 
authority provided by the act in such manner as to preclude 
the general public from full enjoyment of the caiaeal: scenic, 
recreational, and other aspects of the national forests. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE. 
Washington, D. C., August 5, 1955. 
Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator EvtenDeER: Reference is made to your re- 
quest of June 15 for a report on S, 2216, a bill to amend the 
act of March 4, 1915 (38 Stat. 1086, 1101; 16 U. S. C. 497). 








TERM PERMITS TO USE FOREST LANDS 


The purpose of this bill is to facilitate and simplify some of 
this Department’s problems relating to the issuance of per- 
mits for use of national-forest lands. 

We recommend enactment of S. 2216. 

S. 2216 is identical to H. R. 2762 as passed by the House in 
the 83d Congress. It would authorize the Secretary of Agri- 
culture, under such regulations as he may make and upon 
such terms and conditions as he may deem proper, to permit 
the use and occupancy of not to exceed 80 acres of national- 
forest land for periods not exceeding 30 years, for the follow- 
ing purposes: (1) Constructing or maintaining hotels, resorts, 
and any other structures or facilities necessary or desirable 
for recreation, public convenience, or safety; (2) construct- 
ing or maintaining buildings, structures, and facilities for in- 
dustrial or commercial purposes whenever such use is related 
to or consistent with other uses on the national forests; (3) 
construction or maintenance, by any State, political sub- 
division thereof, or any public or nonprofit agency, of build- 
ings, structures, or facilities necessary or desirable for educa- 
tion or for any public use or in connection with any public 
activity. This bill would also authorize the Secretary to 
permit the use and occupancy of not to exceed 5 acres of 
national-forest land, for periods not exceeding 30 years, for 
the construction or maintenance of summer homes and stores. 

Under existing laws this Department has adequate author- 
ity to issue revocable permits for uses for which long-term 
tenure is unnecessary or undesirable. Also, the authority to 
issue leases and term permits is adequate for communication 
and television purposes, for the use of Government-owned 
structures, for permits and leases to States, political sub- 
divisions thereof and public agencies for public purposes, 
and for all types of uses in Alaska. 

The act of March 4, 1915, however, is inadequate to meet 
other needs for term permits on the national forests because 
it limits use and occupancy to summer homes, hotels, stores, 
or other structures needed for recreation or public con- 
venience, and the permit area to a maximum of 5 acres. 
It is frequently found that term permits would be desirable 
for uses not specified in the act of March 4, 1915, and per- 
mittees often need more than 5 acres for their authorized 
operations. 

S. 2216 would meet needs to grant term permits up to 80 
acres for such public and semipublic uses as landing fields, 
resorts, campgrounds, picnic areas, organization camps and 
ski lifts, and to industrial and commercial enterprises such 
as sawmills, mining camps, wharves, and warehouses, which 
would contribute to the general welfare and which could be 
located so as not to interfere with the proper utilization of 
national-forest resources. In numerous instances individuals 
cannot finance prospective commercial ventures on national 
forest lands because banks and commercial credit companies 
are unwilling to make loans to applicants who cannot obtain 
term permits or leases. 

The act of September 3, 1954 (68 Stat. 1146) provides 
somewhat similar, but in some respects more restrictive, 
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authority to issue term permits to States, counties, and other 
poe agencies for public buildings and other public works. 

hat act and S. 2216 are the same as to length of permit but 
differ as to acreage allowances, the kind of lessees which 
would be eligible, requirements for consideration and land 
to which the authority would apply. 

The passage of this bill would not require additional appro- 
priations. Receipts from national forests would be somewhat 
increased since leases could be issued for developments 
which are not undertaken now because of the insecurity of a 
revocable permit. 

The Bureau of the Budget advises that, from the stand- 
point of the program of the President, there is no objection 
to the submission of this report. 

Sincerely yours, 
True D. Morse, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to ‘be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


Act or Marcu 4, 1915 
* * * * * > 7 


[The Secretary of Agriculture may, upon such terms as he may 
deem proper, for periods not exceeding thirty years, permit responsible 
persons or associations to use and occupy suitable spaces or portions 
of ground in the national forest for the construction of summer homes, 
hotels, stores, or other structures needed for recreation or public 
convenience, not exceeding five acres to any one person or association, 
but this shall not be construed to interfere with the right to enter 
homesteads upon agricultural lands in national forests as } r»vided by 
law.]) The Secretary of Agriculture is authorized, under such regula- 
tions as he may make and upon such terms and conditions as he may 
deem proper, (a) to permit the use and occupancy of suitable areas of 
land within the national forests, not exceeding eighty acres and fer periods 
not exceeding thirty years, for the purpose of constructing or 1. a ntaining 
hotels, resorts, and any other structures or facilities necessary or desirable 
for recreation, public convenience, or safety; (b) to permit the use and 
occupancy of suitable areas of land within the national forests, not erceed- 
ing five acres and for periods not exceeding thirty years, for the purpose 
of constructing or maintaining summer homes and stores; (c) to permit 
the use and occupancy of suitable areas of land within the national 
forest, not exceeding eighty acres and for periods not exceeding thirty 
years, for the purpose of constructing or maintaining buildings, structures, 
and facilities for industrial or commercial purposes whenever such use 
is related to or consistent with other uses on the national forests; (d) to 
permit any State or political subdivision thereof, or any public or non- 
profit agency, to use and occupy suitable areas of land within the nationa 








TERM PERMITS TO USE FOREST LANDS 5 


forests not exceeding eighty acres and for periods not exceeding thirty 
years, for the purpose of constructing or maintaining any buildings, 
structures, or facilities necessary or desirable for education or for any 
public use or in connection with any public activity. The authority 
provided by this paragraph shall be exercised in such manner as not to 
preclude the general public from full enjoyment of the natural, scenic, 
recreational, and other aspects of the national forests. 


O 
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REINSURANCE OF PUERTO RICAN COFFEE CROP 
INSURANCE 





Jury 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coorry, from the Committee on Agriculture, submitted the 
following 


REPORT 
[To accompany H. R. 5275] 
The Committee on Agriculture, to whom was referred the bill 


(H. R. 5275) to amend the Federal Crop Insurance Act, as amended, 
having considered the same, report favorably thereon with an amend- 


ment and recommend that the bill, as amended, do pass. 
The amendment is as follows: 


Page 1, line 11, strike out the period and quotation marks and 
insert a colon and the following: 


Provided, That no application for reinsurance authorized 
herein shall be approved, unless the corporation shall have 
determined that the reinsurance deemed necessary is not 
available from recognized private sources at reasonable cost. 


The purpose of this bill is to authorize the Federal Crop Insurance 
Corporation to reinsure the crop insurance on the Puerto Rican coffee 
crop which is written by an agency of the Puerto Rican Government. 
The Federal Crop Insurance Act now authorizes the Corporation to 
reinsure crop insurance written on crops grown in continental United 
States by private insurance companies but does not authorize such 
reinsurance for that written in Puerto Rico. 

The committee amendment would make it clear that the determi- 
nation as to whether or not reinsurance is to be provided for the 
Puerto Rican program is entirely a decision to be made by the Cor- 
poration and that such reinsurance is not to be issued unless the 
Corporation determines that it cannot be obtained from recognized 
private sources at a reasonable cost. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (new matter is printed in italic and existing law in which 
no change is proposed is shown in roman): 


FreperaLt Crop InsurANcE Act, As AMENDED 


* * * *” * * * 


Sec. 566. ° * * 

f) Notwithstanding any other provision of this title, the Corporation 
is hereby authorized, under such terms and conditions as it deems con- 
sistent with sound reinsurance principles, to provide reinsurance on any 
crop or plantation insurance provided in Puerto Rico by a duly authorized 
agency of the Commonwealth of Puerto Rico: Provided, That no appli- 
cation for reinsurance authorized herein shall be approved, unless the 
Corporation shall have determined that the reinsurance deemed necessary 
is not available from recognized private sources at reasonable cost. 


O 
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ASSURING FAIR TREATMENT UNDER THE SOIL BANK PROGRAM 
FOR FARMERS WHOSE CROPS HAVE NOT BEEN PLANTED OR 
HAVE BEEN DAMAGED BECAUSE OF ADVERSE WEATHER 





Jury 18, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootery, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 11958] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 11958) to amend the acreage reserve provisions of the Soil 
Bank Act to permit inclusion of acreage up to 30 days prior to harvest, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass, 


STATEMENT 


The purpose of H. R. 11958 is to require fair treatment of those 
farmers who need the benefits of the soil bank most, namely, those 
farmers whose crops have been ruined by drought, flood, or any other 
natural cause. In addition to reducing surplus production and aiding 
conservation, this bill would assure a badly needed insurance for those 
unfortunate farmers whose crops were destroyed or badly damaged. 

This measure assures full soil-bank acreage reserve payments on 
allotted acreage not planted or not harvested because of adverse 
weather or other natural causes. 

It proposes to reverse a policy of the Department of Agriculture 
which, in administering this program, has adopted an improvised 
“appraised yield” for crops on land put into the soil bank, instead of 
the average normal yield on the land which many Members of Con- 
gress understood the Secretary of Agriculture was required to use by 
the Agricultural Act of 1956 (soil bank) when it was enacted earlier 
this year. 

The bill will (a) require the Secretary to accept acreage, if otherwise 
eligible, for inclusion in the acreage reserve up to 30 days of normal 
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harvest time and (6) prevent him from making any reduction in the 
rate of payment because of the condition of the crop, or the absence of 
a crop, on such acreage. 

Use of the appraised-yield principle has resulted in discrimination 
against those farmers whose crops on land put into the acreage 
reserve have destroyed or severely damaged by natural causes. 
Payments on land put into the acreage reserve are running as low as 
$6 an acre in many instances, while the Department, when the 
legislation was under consideration in the Congress, had indicated 
the payments would run per acre: $36 to $50 for corn, $48 to $60 for 
cotton; $18 to $25 for wheat, $60 to $75 for rice, $50 to $70 for 
peanuts, and $100 to $300 for tobacco. 

The chairman of the House Committee on Agriculture, immediately 
upon hearing of it through the press, challenged the Secretary’s 
departure from the normal average yield in computing payments 
upon land put into the acreage reserve. He addressed a letter to the 
Acting Secretary of Agriculture, as follows: 


JUNE 4, 1956. 
Hon. Truse D. Morse, 
Acting Secretary of Agriculture, 
Department of Agriculture, 
Washington 25, D. C. 

Drar Mr. Morse: In the absence of Secretary Benson, I am writ- 
ing you. Because of the extreme urgency of the matter involved, it 
will not permit of even 1 day’s delay. Over the weekend the public 
press, including some of the farm reports, have indicated that there 
was a disposition on the part of your Department to ignore the specific 
provisions of Public Law 540 with regard to permitting blown out 
and unseeded wheatlands to be placed in the acreage reserve. I 
cannot believe that the Department of Agriculture will intentionally 
so ignore the clear will of the Congress and the specific language of 
the law. 

This original provision was placed in the conference report on 
H. R. 12. It is found on page 3 of the report. It read: 

“Reserve acreage of a commodity may include acreage whether or 
not planted to the production of the 1956 crop of the commodity prior 
to the announcement of the acreage reserve program for the 1956 
crop if the crop thereon, if any, shall be plowed under or otherwise 
physically incorporated into the soil, or clipped, mowed, or cut to 
prevent maturing so that the reduction in acreage of the commodity 
below the acreage allotment occurs within 21 days after the enact- 
ment of this title, or by such later date as may be fixed by the 
Secretary.” 

This was placed in the bill after full discussion by the conferees. 
In fact, some of the wording was suggested by the senior minority 
representative of the Senate conferees. The conference report, which 
accompanied consideration of the bill on the floor of the House makes 
specific reference to this provision on page 36, where it says: 

“A special provision inserted in the bill by the committee will make 
it possible for the farmer to participate in the 1956 program even 
though he may already have planted his 1956 crops or may have 
been prevented from planting his normal crops because of adverse 
weather conditions. This latter provision was inserted in order to 
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eare for the condition which now exists in a vast area, particularly 
in the Southwest, where drought has prevented normal planting 
operations, and it is intended that the farmer who has not been able 
to plant and has not, therefore, planted, will, nonetheless, be allowed 
to participate in the acreage reserve for 1956.” 

1 believe that that is about as clear as it is possible for the conference 
to explain their intention. With this before them, the Members of 
both Houses adopted the conference report. Of course, this bill was 
vetoed but a new bill, H. R. 10875, was introduced and passed in the 
House. It contained exactly the same language on this subject. 
The committee and the House were at that time well aware of the 
fact that it was intended that this provision should allow farmers who 
had not been able to plant wheat or who had not gotten a good stand 
thereof to plow up their crops and place their land in the acreage 
reserve. This provision passed the House without amendment. 
When it went to the Senate, the legislative record clearly shows that 
the Senate considered this provision because that body struck out 
the word ‘“‘within” and substituted the words “not later than” in 
referring to the 21-day period during which time the Secretary was 
required to accept such land regardless of any regulations he might 
later issue. Although the specific wording was before the Senate 
and was specifically considered, it was passed by the Senate, it was 
approved by the conference. The statement, “on the part of the 
managers” on the part of the House makes specific reference to this 
provision on page 4, where it says: 

“Tt was recognized, however, that the larger part of this year’s 
lantings have already taken place, and it is not expected that any 
arge part of the crop planted will be plowed up or otherwise removed 

from production, as is authorized by section 103.” 

On May 23 this conference report was finally passed by the House 
of Representatives. During the course of the debate, Congressman 
Poage, of Texas, stated: 

“The law says—that is if the President signs the bill it will be the 
law and it will say—that it is to go into effect this year, and it means 
in effect for everybody in the United States, including those farmers 
who for unfortunate reasons of adverse weather were unable to plant 
or to get their crops up. This bill, in plain words, says that such 
farmers shall have the right to put their land into the soil bank 
‘whether or not planted to the production of the 1956 crop’ if the crop 
is destroyed or, in the words of the President, if it is ‘incorporated 
into the soil.’ It includes those farmers who have a poor stand, 
those who do not have a good crop up now. ‘They can take part of 
that land and put it in the soil bank. It is so intended, and the bill 
so states in plain words.” 

The Record further shows on page 7951 that Congressman Edmond- 
son of Oklahoma and Congressman Avery of Kansas both questioned 
Mr. Poage about this very provision of the bill, and both indicated 
their approval thereof. At no point in the Record is there even an 
intimation that any Member of either House or Senate misunderstood 
or disagreed with the interpretation that was repeatedly placed on 
this language by the conferees. 
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In view of this outstandingly clear legislative record, it seems to 
me that the Department of Agriculture cannot refuse to carry out the 
clear instructions of the Congress without assuming unto itself 
legislative as well as administrative powers. 

Yours sincerely, 
Haroup D. Cootey, Chairman, 


This letter did not change the position of the Department. The 
purpose of H. R. 11958 is to make clear beyond any doubt that acreage 
reserve payments shall be made on all land put into the soil bank at 
the rate justified by the productive history of the farm, instead of the 
“appraised yield” after damage has been done by weather or other 
natural causes. 

This will mean millions of dollars for unfortunate farmers, especially 
those on family-operated farms, who otherwise are helped very little 
by the general operation of the soil bank. 

H. R. 11958 will add to the income of those farmers who need help 
most. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existin’ law in which no 
change is proposed is shown in roman): 


Som Bank Acr 
* * * a + * * 


Sec. 103. (a) Notwithstanding any other provision of law, the 
Secretary of Agriculture (hereinafter referred to as the “Secretary”’) 
is authorized and directed to formulate and carry out an acreage 
reserve program for the 1956, 1957, 1958, and 1959 crops of wheat, 
cotton, corn produced in the commercial corn-producing area, peanuts, 
rice, flue-cured tobacco, burley tobacco, Maryland tobacco, dark air- 
cured tobacco, fire-cured tobacco, Virginia sun-cured tobacco, cigar 
binder tobacco types 51, 52, 54, and 55, Ohio cigar filler tobacco types 
42, 43, and 44, respectively (hereinafter referred to as “the com- 
modity”), under which producers shall be compensated for reducing 
their acreages of the commodity below their farm acreage allotments or 
their farm base acreages, whichever may be applicable. To be eligible 
for such compensation the producer (1) shall reduce his acreage of the 
commodity below his farm acreage allotment or farm base acreage, 
whichever may be applicable, within such limits as the Secretary may 
prescribe, (2) shall specifically designate the acreage so withdrawn 
from the production of such commodity (hereinafter referred to as 
the “reserve acreage’), and (3) shall not harvest any crop from, or 
graze, the reserve acreage unless the Secretary, after certification by 
the Governor of the State in which such acreage is situated of the 
need for grazing on such acreage, determines that it is necessary 
to permit grazing thereon in order to alleviate damage, hardship, or 
suffering caused by severe drought, flood, or other natural disaster, 
and consents to such grazing. [Reserve acreage of a commodity may 
include acreage whether or not planted to the production of the 
1956 crop of the commodity prior to the announcement of the acreage 
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reserve program for the 1956 crop if the crop thereon, if any, shall 
be plowed under or otherwise physically incorporated into the soil, 
or clipped, mowed, or cut to prevent maturing so that the reduction 
in acreage of the commodity below the acreage allotment occurs not 
later than 21 days after the enactment of this title, or by such later 
date as may be fixed by the Secretary.] Reserve acreage of a com- 
modity may include acreage whether or not planted to the commodity if 
the crop thereon, if any, shall be plowed under or otherwise physically 
incorporated into the soil, or clipped, mowed, or cut to prevent maturing 
so that the reduction in acreage of the commodity below the acreage allot- 
ment occurs not less than thirty days before the normal maturity date 
of the commodity in the area where the acreage is located and the Secretary 
shall not refuse to accept into the reserve because of the time it is offered 
any acreage otherwise eligible nor shall there be any reduction in the 
rate of payment per acre because of the condition of the crop, or the 
absence of a crop, on such acreage. The reserve acreage shall be in 
addition to any acreage devoted to the conservation reserve program 
authorized under subtitle B of this title. The acreage reserve pro- 
gram may include such terms and conditions, in addition to those 
specifically provided for herein, including provisions relating to con- 
trol of noxious weeds on the reserve acreage, as the Secretary deter- 
mines are desirable to effectuate the purposes of this title and to 
facilitate the practical administration of the acreage reserve program. 

Before any producer is entitled to receive any compensation for par- 
ticipating in the acreage reserve program, he must first enter into a 
contract with the Secretary, which contract, in addition to such other 
terms and conditions as may be prescribed by the Secretary, shall con- 
tain provisions by which such producer shall agree: 

(i) In the event that the Secretary determines that there has been a 
violation of the contract at any stage during the time such producer 
has control of the farm and that such violation is of such a substantial 
nature as to warrant termination of the contract, to forfeit all rights 
to payments or grants under the contract, and to refund to the United 
States all payments and grants received by him thereunder: Provided, 
however, That the provisions of Section 107 (d) shall apply to the 
termination of any contract hereunder. 

(ii) In the event that the Secretary determines that there has been a 
violation of the contract but that such violation is of such a nature as 
not to warrant termination of the contract, to accept such payment ad- 
justments, forfeit such benefits, and make such refunds to the United 
States of payments and benefits received by him, under the contract, 
as the Secretary may determine to be appropriate. 
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Mr. Roseson of Virginia, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany §. 65] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 65) to amend section 1 (d) of the Civil Service 
Retirement Act of May 29, 1930, as amended, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert the language printed 
in italics in the reported bill. 


PURPOSE 


Bill S. 65 as amended defines the word “detention” as used in 
section 1 (d) of the Civil Service Retirement Act of May 29, 1930, as 
amended, so as to assure full consideration of the degree of hazard to 
which officers and employees of the Bureau of Prisons, Federal Prison 
Industries, Inc., Army or Navy Disciplinary Barracks, Department 
of Corrections of the District of Columbia and of the Public Health 
Service assigned to duty in such places of detention as required by 
the last sentence of section 1 (d) of present law. 


EXPLANATION OF AMENDMENT 


The amendment is for the purpese of clarifying and strengthening 
the language as contained in the Senate version of bill S. 65. It does 
not add any employees but merely lists the services to which the act 
applies so as to clarify what the committee feels to be the intent of 
the language contained in the bill as passed by the Senate (lines 4 
through 6, p. 2) so as to forestall misinterpretation by the agencies 
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and the Civil Service Commission. The amended language also 
strengthens the control of the application and interpretation of section 
1 (d), as amended, by requiring that the contact be frequent as 
determined by the appropriate administrative authority with the 
concurrence of the Civil Service Commission. It also lists principal 
types of employment in which the frequent contact is to be considered 
for retirement purposes. 


STATEMENT 


Extrahazardous duty in Federal employment was first recognized 
by the 80th Congress in amending the Civil Service Retirement Act 
when it provided preferential retirement for the special agents, special 
agent in charge, inspector, Assistant Director, assistant to the Direc- 
tor, Association Director, or the Director of the Federal Bureau of 
Investigation. This recognition was further expanded by the 80th 
and the 8ist Congresses to include any officer or employee whose 
position is primarily the investigation, apprehension, or detention of 
persons suspected or convicted of offenses against the criminal laws 
of the United States. This action by the Congress also made the 

anting of preferential retirement dependent upon recommendations 

y the head of the department or agency involved and a determination 
of justification by the Civil Service Commission. It instructed the 
Civil Service Commission to give full consideration to the degree of 
hazard to which such officer or employee is subjected in the perform- 
ance of his duties rather than to the general duties of the class or 
the position held by such officer or employee. 

The Civil Service Commission’s report to the committee on the 
provisions of bill S. 65 states, in part: 


A number of claims filed under section 1 (d) of the Retire- 
ment Act by noncustodial employees of the Bureau of Prisons 
and others were rejected by our Retirement Division on the 
ground that the duties involved did not meet the require- 
ments of that section for title to the benefit claimed. Upon 
appeal by these employees and by the Bureau of Prisons in 
their behalf, the then Commission in 1951 considered the 
information and representations submitted by the Director 
of that Bureau at a personal hearing and by correspondence 
and reexamined its decisions in sientlite previous cases which 
involved employees of that agency. 

The Commission found as a result that, in view of the 
language section 1 (d) specifically limiting the benefits of 
this section to employees the duties of whose positions are 
primarily the investigation, apprehension, or detention of 
persons suspected or convicted of crimes, the extension of 
these benefits to other employees of the Bureau of Prisons 
whose duties are not primarily the detention of prisoners was 
unwarranted. In other words the phrase, ““* * * the duties 
of whose position are primarily the * * * detention of 
* * * etc.,” restricts the benefits of section 1 (d) to armed 
guards or other employees whose primary duty is actually 
detaining prisoners, and does not include employees such as 
cooks, gardeners, plumbers, etc., whose primary duties are as 
their titles indicate and whose duties with respect to de- 
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taining prisoners are secondary or incidental to their primary 
duties. This is true even though such persons may have di- 
rect contact with prisoners, may be subject to hazards, and 
may perform duties incidental or related to the detention of 
prisoners. 

_ While the former Commission could not agree with the 
interpretation of section 1 (d) urged by the Bureau of Prisons, 
it felt that Congress might consider an amendment to this 
section to include certain additional positions the occupants 
of which have close contact with prisoners. To this end the 
Commission joined with the Department of Justice in urging 
enactment of a bill to include officers and employees sta- 
tioned within the confines of the prisons plus such personnel 
of the Washington office of the Bureau of Prisons and 
Federal Prison Industries, Inc., whose work assignments 


required periodic or occasional visits to one or more of the 
various prisons. 


_ The above statement by the Civil Service Commission refers to the 
interpretation of section 1 (d) by its predecessors in the position of 
Commissioners. 


The present Commissioners further state that they— 


do not feel that they are to any extent bound by the views 
of their predecessors who did not have the advantage of the 


study made by the Committee on Retirement Policy for 
Federal Personnel. 


The study of the Committee on Retirement Policy makes the following 
recommendations: 








(1) The committee has studied the provisions of section 
1 (d) of the Civil Service Retirement Act and those of the 
Federal Employees’ Compensation Act. It finds that sec- 
tion 1 (d) provides preferential retirement treatment for 
employees in certain hazardous occupations who have 
reached a specified age. The Federal Employees’ Com- 
pensation Act, on the other hand, was designed deliberately 
to compensate an employee disabled in the line of duty and 
dependents of employees who die in the line of duty. The 
committee concludes, therefore, that the financial risk due 
to disability or death incurred in hazardous positions is 
adequately covered by the Federal Employees’ Compensa- 
tion Act. 

(2) The committee is mindful of the difficult conditions 
under which investigative employees work. It is conscious 
of their long hours and pressures of their duties. It finds, 
however, that while hazardous and arduous duties might 
warrant extra compensation, such extra compensation should 
be reflected in the active duty pay for the position and not 
in the form of a special retirement benefit. 

(3) The committee is likewise aware of the difficult per- 
sonnel problems inherent in the need of a young, well- 
trained, alert, and vigorous staff. It is convinced, however, 
that these problems can be solved better by the establish- 
ment of a formal personnel policy designed to maintain the 
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efficiency of such a staff than by a too liberal retirement 
benefit. Such a policy could be implemented by special 
retirement features designed to best meet the needs of the 
service such as selection-out procedures accompanied by 
appropriate separation benefits, and involuntary retirement 
provisions at an earlier age than for normal retirement and 
accompanied by appropriate retirement annuities. It rec- 
ommends, therefore, that no extension of section 1 (d) to 


other groups is warranted except in accordance with this 
principle. 


The present Commissioners state that they are in full agreement 
with these recommendations and conclusions. They, at the same 
time, state that this procedure would be much more costly and would 
not achieve one of the basic purposes of section 1 (d), that is, a younger 
and more physically able staff of employees. 

The Committee on Post Office and Civil Service of the House of 
Representatives cannot agree with the position taken by the Civil 
Service Commission in regard to the interpretatioa and application of 
section 1 (d) of the Civil Service Retirement Act. Neither can it 
hold with the recommendations of the Committee on Retirement 
Policy on this matter. 

Extensive hearings were held at which testimony was presented by 
Members of Congress, representatives of employees’ groups, indi- 
vidual employees, the Director of the Bureau of Prisons, and repre- 
sentatives of the Civil Service Commission. It is the opinion of the 
committee that the evidence presented at these hearings completely 
justifies the intent and purpose of this act, which is to correct an 
inequity which exists and which, it has been claimed, was caused by 
an unreasonable and untenable interpretation of provisions of current 
law by the Civil Service Commission. 

The interpretation of the provisions of section 1 (d) as contained in 
present law by the Civil Service Commission has resulted in hundreds 
of cases of inequitable treatment of employees, ofttimes working side 
by side, doing the same job and sharing the same dangers, but having 
different employment titles. The following excerpts from letters 
received by the committee fully illustrate and define the types of 
these inequities: 


A. “Promulgated rules and regulations for the Govern- 
ment and discipline of the United States penal and correc- 
tional institutions: 

“Paragraph 13: Any officer or employee of an institution, 
irrespective of the class of service to which he may be ap- 
pointed, is expected to perform any service of which he may 
be deemed capable, including custodial duties, when so 
required by the chief executive of the institution. 

“Paragraph 14: Every officer and employee of an institu- 
tion shall be held responsible for the efficient performance of 
the duties assigned and for the. proper supervision of any 
inmate assigned to work under his supervision. 

“Paragraph 29: It is the duty of all officers and employees 
to prevent the escape of an inmate. Whenever an escape 
occurs from an institution, a prompt investigation shall be 
made and if it is found that an officer or employee is in any 
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way responsible through negligence or otherwise, he shall 
be suspended. 

“In addition to the above rules our job descriptions, on file 
with the Civil Service Commission, state that our primary 
duty is the custody and detention of those convicted of crimes 
against the United States.” 

B. “It matters not whether it is the vocational training 
shop, the industries, the hospital or the recreation program— 
the people in charge of those operations are responsible for 
the safe custody of the institution and are expected to comply 
with the regulations. 

“No one, be he doctor, engineer, work supervisor, or clerk, 
is put to work in a Federal penal and correctional institution 
unless he has had some knowledge or training in his custodial 
responsibilities and the pitfalls of his assignment. This is 
done through taking the custodial officers basic training 
course, supplemented by quarterly physical training sessions, 
and annual firearms qualifying tests.” 

C. “It has always been our belief that the obvious purpose 
of the 80th Congress was to extend the statute to officers 
and employees, who have a heavy and frequently hazardous 
responsibility in connection with their assignment. The 
language of the statute itself supports this conclusion that 
Congress did not intend the mere name or title of the posi- 
tion to which the applicant was appointed to be the deter- 
mining factor. In the last sentence of the statute it is required 
that full consideration be given to the degree of hazard to 
which such officer or employee is subject in the performance 
of his duties rather than the general duties of the class of 
the position held. It is our contention that Congress in 
using this wording intended that the general duties actually 
performed by the employee should determine his eligibility 
rea than the duties of the position as indicated by its 
title.” 

D. “If a culinary member enters the prison service as & 
guard and later transfers to the culinary service he is en- 
titled to the same retirement as a guard and other members 
of the culinary department working with him do not have 
the right to retire under the 20-50 law now in the books.” 

E. “During the escape attempt of last November, Mr. 
Melvin C. Hoard and myself who were employed as assist- 
ant storekeepers at the United States Penitentiary, Leaven- 
worth, Kans., were taken as hostages in an escape attempt. 
Due to the fact that I did not start in the prison service as a 
custodial officer, I do not come under the existing 20-50 
retirement law. Recently when the five inmates who were 
involved in the attempted escape of last November were 
taken to court in Kansas City to be tried, it was my duty to 
help escort these inmates to Kansas City and help guard 
them while court was in session and also appear as a witness 
for the prosecution.” 

F. “I was assigned by orders of the warden to the same 
type of duties as performed by custodial officers; namely, on 
guard duty at the mess halls during mealtimes, taking the in- 
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mate count at the required periods, tours of duty in the 
guard towers, etc. On the tower assignment I was equipped 
with the necessary firearms with strict instructions to use 
them as directed, if and when necessary. 

“At different periods of time I was custodian of inmates on 
details outside the prison walls proper, doing assigned tasks 
such as general farmwork, painting dairy barns, papering and 
painting old farmhouses on the reservation. I was required 
to and did carry firearms in performing these duties. 

“In my later assignment as paint foreman in Federal 
Prison Industries I have been in charge of inmate details that 
vary from 30 to 50 inmates. This work is performed within 
the walls of the penitentiary proper and these men are in 
my sole custody approximately 8 hours daily.” 


A senior foreman, in direct charge of from 20 to 50 inmates in one of 
the largest of the Federal prisons quotes a 1956 decision of the Civil 
Service Commission on his appeal. 


G. “Upon receipt of your application for retirement a care- 
ful study was made to determine whether your employ- 
ment was qualified under the provisions of section 1 (d) of the 
Civil Service Retirement Act (Public Law 879, 80th Cong.). 

“Section 1 (d) states that any officer or employee to whom 
this act applies the duties of whose position are primarily the 
investigation, apprehension, or detention of persons suspected 
or convicted of offenses against the criminal laws of the 
United States (including any officer or employee engaged in 
such activity who has been transferred to a supervisory or 
administrative position) who is at least 50 years of age, and 
who has rendered 20 years of service or more in the perform- 
ance of such duties (including the duties of a supervisory or 
administrative officer or employee) may, on his own applica- 
tion and upon the recommendation of the head of the depart- 
ment or agency in which he is serving, and with the approval 
of the Civil Service Commission, retire from the service. 

“In the opinion of the Commission the phrase, ‘* * * the 
duties of whose position are primarily the * * * detention of 
* * * etc.’, restricts the benefits of section 1 (d) to guards 
or other employees whose primary duty is actually detaining 
prisoners and does not include employees whose primary 
duties are as their titles indicate and whose duties with 
respect to detaining prisoners are secondary or incidental to 
their primary duties. 

‘The primary duties of the positions which you held in the 
rison service do not meet the requirements of section 1 (d). 
ou are not considered as being within the operation of 

section 1 (d). 


“Tt is therefore necessary to disallow your claim for retire- 
ment under section 1 (d).” 

H. “I am now in my 24th year of Federal service with 
both the Bureau of Prisons and Federal Prison Industries, 
Inc., and have personally witnessed many cases of inequity 
resulting from the present interpretation of the hazardous- 
employment provision. As now interpreted by the Civil 
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Service Commission, only those employees technically on 
the custodial force or who commenced their employment as 
custodial officers are eligible for the 20-50 retirement. Yet 
the first and paramount duty of all employees, custodial and 
noncustodial alike, is custody. This stipulation heads every 
position description in the service. It is a real actuality, not 
just theory. Any employee, regardless of position, who 
neglects or fails in custody in any manner, is subject to 
immediate suspension and possibly discharge. 

“The most glaring examples of inequity arise when two or 
more employees become eligible for retirement at about the 
same time. One will have started his employment as a 
custodial officer, then after a year or two transferred to 
Federal Prison Industries, Inc., as a foreman, say. The 
other will have served his entire period of employment as a 
foreman. During most of their years of employment, the 
two will have worked side by side, under the same conditions, 
subject to the same requirements of custody and handling 
of prisoners. Yet one can retire at 50 with 20 years of 
service at the more favorable 2 percent rate, while the other 
must be 62 years of age and retire at the less favorable rate 
of 1% percent.” 

I. “I personally was a foreman here 18 years before I be- 
came the assistant superintendent of this shoe factory. I 
now have over 27 years of service right in this building, and 
I have stopped many a fight and have had my clothes 
splattered with blood, took knives, hammers, etc., away 
from inmates when they were fighting, and all of these fore- 
men have done the same thing, and there are many days 
that I, as assistant winestuteideeds, and the superintendent 
and all foremen have carried the burden and acted as a guard, 
and still we do not come under the hazardous occupations, 
which is a disgrace to say, as we take just as many chances 
asany guard. We are also made to shoot each year and pass 
a test, and also must take the judo test every 3 months and 
still we are not eligible for the 50-20 retirement.” 

J. “The hazard attached to the employment is attached 
to every employee and is not confined only to the institution 
or within the walls. It is confined to your job. That job 
goes with you home and even on vacation. If a prisoner 
who was a prisoner under your supervision sees you on the 
street in New York City, Washington, D. C., or Philadelphia 
and he imagines you did him a wrong or you did him a wrong, 
he is apt to take it out on you on the street, and then you 
have another mess on your hands.” 


The testimony as received in open hearings contained many other 
examples such as listed above, including personal observations of 
conditions made during visits by Members of Congress to Federal 
prisons and disciplinary barracks. 

The committee in considering this legislation received some testi- 
mony urging the inclusion of other services involving investigation 
of crimes or apprehension of criminals in the specific provisions of 
this act. After due consideration, however, the committee recom- 
mends that these specific provisions not be further broadened until 
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after complete survey and study is made of the other services. The 
committee does, however, recommend that the definitions and intent 
of this legislation be taken into consideration by the Civil Service 
Commission in arriving at decisions as to the interpretation and 
application of section 1 (d) to other agencies and positions involving 
hazardous duty. The justification for the coverage of the Bureau 
of Prisons, Federal Prison Industries, Inc., Army and Navy Dis- 
ciplinary Barracks, and the Department of Corrections of the District 
of Columbia is outstanding and the committee believes that it fully 
supports its action in recommending the enactment of S. 65, as 
amended. 

In recommending this bill, the committee recognizes that a great 
many inequities have resulted from past interpretations of section 1 
(d) of the Civil Service Retirement Act. It, however, cautions the 
departments and agencies concerned and the Civil Service Commission 
that it is not the intention of the language of this bill to automatically 
grant all persons employed by, or associated with the listed penal 
institutions or services preferential retirement with 20 years of such 
service upon reaching age 50. Each individual applicant, his employ- 
ment record, type of employment, and the extent of his hazardous 
responsibilities must be considered by the department head in making 
recommendations for inclusion and the Commission in approving or 
disapproving. The committee expects that those officers and em- 
ployees whose duties involve contact with prisoners will be given 
consideration, but it is only in entirely justifiable circumstances and 
in accordance with the provisions of this act thet they should be 
recommended for the benefits of this act. 


COSTS 


The Civil Service Commission and the Bureau of Prisons reported 
to the committee that they could not, in the absence of extensive 
factual investigation, determine the number of employees who would 
be covered by the provisions of this act or who would voluntarily 
request retirement at age 50 with 20 years of such hazardous service. 
The records and experience of the Commission under the provisions 
of present law indicate that only a relatively few of the employees 
eligible for such benefits have taken advantage of their privilege and 
retired at age 50. The representative of the Civil Service Commis- 
sion in presenting his testimony to the committee stated: 


Also, the average age of retirement is surprisingly high. 
Last year there were 356 people retired in total under all the 
provisions of thislaw. The average age of the person retiring 
was 59.3 years. The average length of service was 27 years. 


This low rate of retirement, however, may be due to the discourag- 
ing effect of the restrictive interpretation of the provisions made by 
the Civil Service Commission. A round-figure estimate of some 2,000 
present employees being eventually eligible for retirement under the 
provisions of this bill was furnished the committee. If a normal por- 
tion of these employees seek retirement upon reaching age 50, it is 
estimated that the increased cost of retirement under this bill will be 
approximately $120,000 per year. This estimate, of course, applies 
to an average year. Immediate annual increased costs will in all 
probability be slightly above this figure. 
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DEFINING THE WORD “DETENTION” 


REPORTS ON THE BILL 


Upon the request of the committee, the Bureau of the Budget, the 
Comptroller General, and the Civil Service Commission furnished 
reports on this legislation. These reports follow: 


Executive Orrice OF THE PRESIDENT, 
Bureau oF THE Bouncer, 
Washington, D. C., February 6, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuHarrman: Reference is made to your letter of 
January 31, 1956, requesting the views of this Bureau on a bill, S. 65 
to amend section 1 (d) of the Civil Service Retirement Act of May 29, 
1930, as amended. 

Section 1 (d) of the Retirement Act contains a provision for the 
retirement of employees whose duties are “primarily the investigation, 
apprehension, or detention of persons suspected or convicted of 
offenses against the criminal laws of the United States.” Employees 
who reach age 50 with at least 20 years of such service may retire 
optionally with the approval of their agencies and the Civil Service 

‘ommission. These age and service requirements are lower than those 
for other employees. The annuities of these employees are also com- 
puted under a more liberal formula than that applicable to most other 
nonlegislative Government employees. 

S. 65 would extend the definition of the word “detention” in section 
1 (d) to include the duties of all officers and employees in the field 
service of the Bureau of Prisons, Federal Prison Industries, Inc., and 
all other employees of the Bureau of Prisons and Federal Prison 
Industries, Inc., having direct contact with persons suspected or con- 
victed of offenses against the criminal laws. The Civil Service Com- 
mission has ruled that the current language of section 1 (d) applies 
only to prison employees whose primary duties involve actual deten- 
tion of prisoners. 

The Bureau believes that adequate means are now available to 
provide Federal employees engaged in hazardous work with special 
compensation for accepting risks. For example, hazardous duties 
are considered in classifying positions and therefore may result in 
increased compensation during an employee’s working life. And, if 
employees are literally worn out at an early age because of the nature 
of their work, they may be eligible for benefits under the Federal 
Employee Compensation Act or under section 6 of the Retirement Act. 

e Bureau of the Budget is of the opinion that the special provi- 
sions of section 1 (d) should not be regarded merely as the provision of 
additional deferred compensation for personnel engaged in hazardous 
work. These provisions facilitate agency action to retire personnel 
at a prenormal age from certain types of work requiring a relatively 
young work force. The maintenance of a young work force in all the 
types of positions which this bill would include under the provisions 
of section 1 (d) is not paramount. While younger personnel may be 
required for work involving actual detention, we see no similar need 
in the case of all other prison personnel who may come in contact with 
prisoners. 
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The Committee on Retirement Policy for Federal Personnel, in 
part 5 of its report to the Congress, recommended no extension of the 
provisions of section 1 (d) of the Retirement Act except in connection 
with a personnel program requiring the selection-out of certain per- 
sonnel in order to maintain a young, alert work force. The Bureau 
of the Budget endorses this position and recommends that your 
committee not give favorable consideration to S. 65. 

Sincerely yours, 
(Signed) Percy Rappaport, 
Assistant Director. 





ComprroLLER GENERAL OF THE UNiTED STrarTss, 
Washington, February 7, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuarrmMan: Reference is made to your letter of January 
31, 1956, with enclosure, acknowledged February 1, requesting our 
report on S. 65. 

The definition of the word “detention”? proposed in the bill would, 
we believe, broaden the commonly understood definition of that 
word, but having regard for the safeguard provided by the two 
sentences which would immediately precede the amendment here 
proposed against the application of benefits beyond the intended 
scope of the beneficiaries, we offer no objection to favorable considera- 
tion of the bill. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





Civim Service Commission, 
Washington, D. C., February 14, 1956. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: I am referring further to your letter of 
January 31, 1956, relative to S. 65, a bill to amend section 1 (d) of 
the Civil Service Retirement Act of May 29, 1930, as amended. 

The bill would extend the more liberal provisions of section 1 (d) 
to all employees in the field service of the Bureau of Prisons, Federal 
Prison Industries, Inc., Public Health Service employees assigned to 
such field service, and certain other employees whos duties involve 
she contact with persons suspected or convicted of Federal criminal 
offenses. 

A number of claims filed under section 1 (d) of the Retirement Act 
by noncustodial employees of the Bureau of Prisons and others were 


rejected by our Retirement Division on the ground that the duties 
involved did not meet the requirements of that section for title to 
the benefit claimed. Upon appeal by these employees and by the 
Bureau of Prisons in their behalf, the then Commission in 1951 con- 
sidered the information and representations submitted by the Director 
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of that Bureau at a personal hearing and by correspondence and re- 
examined its decisions in similar previous cases which involved em- 
poaeon of that agency. 

he Commission found as a result that, in view of the language of 
section 1 (d) specifically limiting the benefits of this section to em- 
ployees the duties of whose positions are primarily the investigation, 
apprehension, or detention of persons suspected or convicted of crimes, 
the extension of these benefits to other employees of the Bureau of 
Prisons whose duties are not primarily the detention of prisoners was 
unwarranted. In other words the phrase, ‘‘* * * the duties of whose 
position are primarily the * * * detention of * * *, etc.’’, restricts 
the benefits of section 1 (d) to armed guards or other employees whose 
primary duty is actually detaining prisoners, and does not include 
employees such as cooks, gardeners, plumbers, etc., whose primary 
duties are as their titles indicate and whose duties with respect. to 
detaining prisoners are secondary or incidental to their primary duties. 
This is true even though such persons may have direct contact with 
prisoners, may be subject to hazards, and may perform duties inci- 
dental or related to the detention of prisoners. 

While the former Commission could not agree with the interpreta- 
tion of section 1 (d) urged by the Bureau of Prisons, it felt that Con- 
gress might consider an amendment to this section to include certain 
additional positions the occupants of which have close contact. with 
prisoners. To this end the Commission joined with the Department 
of Justice in urging enactment of a bill to include officers and em- 
ployees stationed within the confines of the prisons plus such personnel 
of the Washington office of the Bureau of Prisons and Federal Prison 
Industries, Inc., whose work assignments required periodic or occa- 
sional visits to one or more of the various prisons. 

By the act of July 16, 1952, Congress created a Committee on 
Retirement Policy for Federal Personnel to make a comparative study 
of all retirement systems for Government employees and report thereon 
to the legislative body. Among other things, this act specifically 
directed the Committee to make report and recommendation regarding 
“the necessity for special benefit provisions for selected employee 
groups, including overseas personnel and employees in hazardous 
occupations.” 

This Committee, on which I served, made an exhaustive study of 
the circumstances surrounding the employment of criminal law enforce- 
ment prnene and the merits of arguments presented in support of 
special retirement benefits. Based upon this study, the Committee 
on June 29, 1954, submitted the following recommendation to 
Congress: 

“(1) The committee has studied the provisions of section 1 (d) 
of the Civil Service Retirement Act and those of the Federal Em- 
ployees’ Compensation Act. It finds that section 1 (d) provides 
preferential retirement treatment for employees in certain hazardous 
occupations who have reached a aout ed age. The Federal Em- 
osetorae Compensation Act, on the other hand, was — de- 
iberately to compensate an employee disabled in the line of duty and 
dependents of employees who die in the line of duty. The committee 
concludes, therefore, that the financial risk due to disability or death 
incurred in hazardous positions is adequately covered by the Federal 
Employees’ Compensation Act. 
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(2) The committee is mindful of the difficult conditions under 
which investigative employees work. It is conscious of their long 
hours and pressures of their duties. It finds, however, that while 
hazardous and arduous duties might warrant extra compensation, 
such extra compensation should be reflected in the active-duty pay 
for the gs and not in the form of a special retirement benefit. 

(3) The Committee is likewise aware of the difficult personne! 
problems inherent in the need of a young, well-trained, alert, and 
vigorous staff. It is convinced, however, that these problems can be 
solved better by the establishment of a formal personnel policy de- 
signed to maintain the efficiency of such a staff than by a too liberal 
retirement benefit. Such a policy could be implemented by special 
retirement features designed to t meet the needs of the service 
such as selection-out procedures accompanied by appropriate separa- 
tion benefits, and involuntary retirement provisions at an earlier age 
than for normal retirement and accompanied by appropriate retire- 
ment annuities. It recommends, therefore, that no extension of 
section 1 (d) to other groups is warranted except in accordance with 
this principle.” 

The present Commissioners are in full agreement with this conclu- 
sion, and do not feel that they are to any extent bound by the views 
of their predecessors who did not have the advantage of this Com- 
mittee’s study. The Commission therefore does not believe that this 
bill should be enacted and recommends that adverse action thereon 
be taken. 

The Bureau of the Budget has advised there would be no objection 
to the submission of this report. 

By direction of the Commission: 

Sincerely yours, 
Puitie Younc, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 1 (p) oF THE Crvit Service Retirement Act or May 29, 
1930, as AMENDED 


(d) Any officer or employee to whom this Act applies the duties 
of whose position are primarily the investigation, apprehension, or 
detention of persons suspected or convicted of offenses against the 
criminal laws of the United States (including any officer or employee 
engaged in such activity who has been transferred to a supervisory 
or administrative position) who is at least fifty years of age, and who 
has rendered twenty years of service or more in the performance of 
such duties (including the duties of a supervisory or administrative 
officer or employee) may, on his own application and upon the recom- 
mendation of the head of the department or agency in which he is 
serving, and with the approval of the Civil Service Commission, 
retire from the service; and the annuity of such officer or employee 
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shall be equal to 2 per centum of his average basic salary for any five 
consecutive years of allowable service at the option of such officer or 
employee, multiplied by the number of years of service, not exceeding 
thirty years. e Civil Service Commission shall, upon recommenda- 
tion by the head of the department or agency involved, determine 
whether such officer or pee tac is entitled to retirement under this 
subsection. In making such determination, the Commission shall 
give full consideration to the degree of hazard to which such officer 
or employee is subjected in the performance of his duties, rather than 
the general duties of the class of the position held by such officer or 
employee. The word “detention” as used in this subsection shall be 
construed to include the duties of all officers and employees in the field 
service of the Bureau of Prisons, Federal Prison Industries, Incorporated, 
and officers and employees of the Public Health Service assigned to such 
field service, and all other officers and employees of the Bureau of Prisons 
and Federal Prison Industries, Incorporated, whose duties in connection 
with persons in detention suspected or convicted of offenses against the 
criminal laws of the United States, of the District of Columbia, and the 
punitive articles of the Uniform Code of Military Justice, involve direct 
contact with such persons in their direction, supervision, inspection, 
training, or employment. 


O 
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AMENDING UNIFORM RETIREMENT ACT 





JuLy 19, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany §. 912] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 912) to amend the act of April 23, 1930, relatin 
to a uniform retirement date for authorized retirements of Federa 
personnel, and the Foreign Service Act of 1946, as amended, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, strike out lines 14 to 16, inclusive. 

Amend the title so as to read: 


An act to amend the act of April 23, 1930, relating to a 
uniform retirement date for authorized retirements of Federal 
personnel. 


PURPOSE OF AMENDMENTS 


Section 2 of S. 912, as passed by the Senate, provides for increasing 
the mandatory retirement age under the one Service Act of 1946, 
as amended, ; 60 years to 65 years. The Department of State in 
its report to the committee on bill S. 912 strongly objects to the 
enactment of the provisions of this section. It also states that this 
pores was inserted without the knowledge of the Department. 

he Department further states that the 10 years of experience of 
administering the Foreign Service Act with the 60-year mandatory 
retirement age has not led to a conclusion that a change is desirable 
or necessary. 

The committee feels that under these conditions that all of section 
2 should be stricken from the bill, which is accomplished by the com- 
mittee amendments to the text of the bill. 
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The title is amended to conform to the amendments made to the 
text of the bill. : : : toe } : 


STATEMENT 


Section 1 of the bill amends the act of April 23, 1930, entitled “An 
act to provide for a uniform retirement date for authorized retire- 
ments of Federal personnel” to provide that the effective date for 
the retirement of members of the uniformed services for permanent 
physical disability or placement on a temporary disability retired list 
shall be the date specified by the Secretary concerned. — 

Under present law the uniformed services are forced to retain em- 
ployees who are disabled and eligible for disability retirement on the 
active payrolls until the end of the month following the date on which 
retirement action is taken. This ofttimes results in an employee 
who himself would be much better off under a retired status being 
forced to mark time in a military installation or office. From a 

ractical standpoint of money and administration, there appears to 
t no reason why the effective date of such retirements should be 
delayed until the end of the month or the end of the month following 
that in which final action is taken. There is a difference between 
disability retirement cases and other types of retirements, since in 
the latter cases the Government can arrange to utilize the services 
of the individuals until retirement which is not possible in the case 
of the former. 

COST 


The enactment of this bill does not entail any additional cost; in 
fact, it should save payroll money for the agencies concerned. 


AGENCY REPORTS 


Section 1 of bill S. 912 as passed by the Senate resulted from an 
official request. ‘There has been no objection to its enactment. The 
following letter from the Assistant Secretary of State sets forth the 


Department of State’s objection to section 2 of the bill as passed by 
the Senate. 


DeparRTMENT OF STATE, 
Washington, July 6, 1956. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: Further reference is made to your letter of 
June 21, 1956, enclosing for comment by the Department of State a 
copy of S. 912, to amend the act of April 23, 1930, relating to a uniform 
retirement date for authorized retirements of Federal personnel, and 
the Foreign Service Act of 1946, as amended. 

It is the Department’s understanding that the bill, as originally 
introduced, was the Senate’s version of a proposal transmitted to 
the Senate by the Department of Defense, after being concurred in 
by the Bureau of the Budget, that the act of April 23, 1930, entitled 
“An act to provide for uniform retirement date for authorized retire- 
ments of Federal personnel” be amended to provide that the effective 
date of the retirement of members: of the uniformed services for 
permanent physical disability or displacement on a temporary retire- 
ment list shall be the date specified by the Secretary concerned.: 
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This proposal by the Department of Defense in its original form 
had no relation to the Foreign Service Act of 1946. The change in 
the bill incorporating an amendment to the Foreign Service Act of 
1946, as amended, which would raise the mandatory retirement age 
of Foreign Service officers from 60 to 65 years was made without the 
knowledge of the Department. 

When the Foreign Service Act was drafted in 1946, careful con- 
sideration was given to the provisions for mandatory retirement as 
they relate to the promotion-up and _selection-out principle of the 
career Foreign Service officer corps. The mandatory retirement age 
of 60 for officers below the rank of career minister was chosen in part 
to enable officers to advance to top positions in the Service while 
still relatively young and capable of serving anywhere in the world. 
The Department’s 10 years of experience in administering the Foreign 
Service under the provisions of the Foreign Service Act of 1946 has 
not led to the conclusion that a change in the mandatory retirement 
age provision is desirable. 

e strongly oppose this change in the provisions of the Foreign 
Service retirement and disability system at this time. It is possible 
that at some later date comprehensive revisions in the Foreign Service 
retirement and disability system may be considered. Before any 
_ are proposed, however, the entire system must be carefully 
studied. 

The Department requests, therefore, that section 2 of S. 912 be 
deleted. Since the bill, if section 2 is deleted, would in no way affect 
retirement under the Foreign Service retirement and disability 
system, we do not feel warranted in making comments on the merits 
of the remaining section of the bill. 

Sincerely yours, 
Rosert C. Hi11, 
Assistant Secretary 
(For the Secretary of State); 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
assed by the Senate, are shown as follows (existing law proposed to 
e omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


Section 1, Act or Aprit 23, 1930 (46 Srart. 253) 


That (a) hereafter retirement authorized by law of Federal personnel 
of whatever class, civil, military, naval, judicial, legislative, or other- 
wise, and for whatever cause retired, shall take effect on the 1st day 
of the month following the month in which said retirement would 
otherwise be effective, and said 1st day of the month for retirements 
hereafter made shall be for all purposes in lieu of such date for retire- 
ment as may now be authorized; except that the rate of active or 
retired pay or allowance shall be computed as of the date retirement 
would have occurred if this Act had not been enacted. 

(b) (1) Notwithstanding subsection (a), the Secretaries of the uni- 
‘ormed services are authorized to specify an effective date for the retire- 
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ment for permanent physical rele: or placement on a temporary 
disability retired list of members of their respective uniformed services 
which is earlier than the date for retirement provided for in subsection (a). 
(2) For the purposes of ph (1)— 

(A) the term ‘uniformed services” shall have the same meaning 

as when used in the Career Compensation Act of 1949; and 
(B) the term ‘Secretaries’ includes the S of the Army, 
the a the Navy, the Secretary of the Air Force, the Seere- 
tary of the Treasury, the Secretary of Commerce, and the Secretary 


of Health, Education, and Welfare. 
O 
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INCREASING THE M:NIMUM POSTAL SAVINGS DEPOSIT 





Juty 19, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


{To accompany 8, 1873] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1873) to increase the minimum postal savings 
deposit, and for other purposes, having considered the same, report 
Sypeenny thereon without amendment and recommend that the bill 

O pass. 


PURPOSE 


The purpose of this legislation is to raise the minimum allowable 
postal savings deposit from $1 to $5. This legislation was requested 
by the Postmaster General as a means of ponweng paperwork and 
unjustified administrative expense. The request of the Postmaster 
General follows: 

OrFicE OF THE PosTMASTER GENERAL, 


Washington, D. C., April 14, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 

Dear Mr. Speaker: There is transmitted herewith for considera- 
tion by the Congress, proposed legislation to increase the minimum 
postal savings deposit, and for other purposes. 

The present law permits a minimum of $1 to be deposited in postal 
savings accounts. It is proposed to increase this minimum amount to 
$5. Experience has shown that deposits of $1, or a of $1 
less than $5, have been steadily declining. During the last fiscal 
year, these deposits represented 0.06 percent of the total value of 
deposits and 5.39 aehennn of the total number of certificates issued. 

he proposed change will not work a hardship on those persons who 
mike anal deposits or discourage thrift, inasmuch as United States 
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savings stamps are readily available at any depository post office for 
accumulating $5 in smaller amounts. 

It requires as much time and effort on the part of postal employees 
to process a $1 deposit as would be required for deposits of $5 or mul- 
tiples of $5. This legislative proposal, if enacted, will result in a 
saving by this Department. However, it is not possible at this time 
to make an estimate as to the amount of such saving. 

It is believed that the legislative proposal transmitted herewith 
will achieve the desired result, and its early enactment is recom- 
mended. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this legislative proposal to the Congress. 

Sincerely yours, 
Artaur E. SumMERFIELD, 
Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XTII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 756 or Titie 39 or THe Unirep States Cope 


At least [$1] $4, or a larger amount in multiples thereof, must be 
deposited before an account is opened with the person depositing the 
same, and [$1] $5, or multiples thereof, may be deposited after such 
account has been opened, but the balance to the credit of any one per- 
son, upon which interest is payable, shall not exceed $2,500, exclusive 
of accumulated interest, and on-interest-paying deposits shall not 
be accepted. 

In order that smaller amounts may be accumulated for deposit 
any person may purchase from any postal-savings depository specially 
prepared adhesive stamps to be known as “‘postal-savings stamps” 
and attach them to a card which shall be furnished for that purpose. 
A card with postal-savings stamps affixed shall be accepted as a deposit 
of equivalent value in sums of [$1] $5 or multiples thereof either in 
opening an account or in adding to an existing account or may be 
redeemed in cash. It is made the duty of the Postmaster General 
to prepare such postal-savings cards and eae stamps of 
ak denominations as he may prescribe and to keep them on sale at 
every postal-savings depository office and at such other offices as he 
may designate and to make all necessary rules and regulations for the 
issue, sale, and cancellation thereof. 


O 
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HIGHWAY POST OFFICE SERVICE ACT OF 1955 





Jury 19, 1956.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kitcore, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany 8. 2634] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 2634) relating to the transportation of mail by 
highway post office service, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


STATEMENT 


The purpose of this legislation is to enable the Post Office Depart- 
ment to make improvements in the highway post office service and 
effect economies in operation. 

At the present time, the highway post office service is operated, 
with few exceptions, under the provisions of law applicable to star 
routes, Star route service is contract service for moving mail over 
the highways. Star route contractors carry mail in passenger vehicles 
and trucks of various sizes depending on the amount of mail. They 
may even use standard production line vehicles. Some star route 
contracts are for routes not over 10 miles long with compensation as 
low as $300 to $400 per year. 

In comparison, the highway post office service is analogous to rail- 
way post offices, with mails received at one post office being sorted 
en route for the various other post office stops made by the highway 
post office. A single highway post office vehicle costs approximately 
$20,000, and from 2 to 12 vehicles are necessary for successful opera- 
tions under a contract. Further, the smallest highway post office 
contract is for 194 miles of service per day at an annual rate of com- 
pensation of $19,000 per year. 
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It is comparatively easy for an individual to raise the necessary 
funds to purchase a standard vehicle to operate a star route, How- 
ever, it is generally difficult for an individual to purchase the vehicles 
necessary in highway post office service, and this difficulty is increased 
by the fact that contractor must have at least 2 such vehicles, 1 
for normal operation and 1 as a standby vehicle. 

The law under which the highway post office service is operated was 
enacted in 1940 and provides that the Postmaster General may enter 
into contracts for this service for periods of no less than 2 nor more 
than 4 years. Except for this provision’ the highway post office 
service is operated under the star route laws. This law was unchanged 
until 1954, when Congress removed the limitation which prevented 
the establishment of this service except when adequate railroad 
facilities were not available. Since 1940, the Post Office Department 
has established 152 highway post office routes, which at the present 
time are being operated under 67 contracts with private concerns. 
Experience has indicated that it is more economical to provide this 
service by contract than by Government-owned vehicles. 

There are three provisions of the star route law, applicable to the 
highway post office service, which prevent expeditious postal service 
at the least ible cost: 

(1) The bidder must be a legal resident of the county or counties 
through which the route operates or of the counties adjoining such 
county or counties. 

(2) Every bid for a contract for carrying mail must be accompanied 
by a bond that guarantees execution of the contract and performance 
as well. This legislation will permit simplification of these bonding 
procedures in line with other forms of contracting. 

(3) The star route laws provide that routes under contract may be 
extended up to 50 additional miles if the Postmaster General finds 
that the mail service will be improved by such an extension. How- 
ever, the additional compensation shall not exceed pro rata additional 
pay. In most cases the extension becomes a part of the service 
already under contract, so inseparable as to render it impracticable to 
have the service performed by other than the original contractor. 

To correct the impact of the above provisions, this legis*ation 
divorces the highway post office service from the star route laws. It 
eliminates discrimination against bidders because of residence. It 
requires that the Postmaster General obtain contracts in accordance 
with section 3709 of the Revised Statutes as amended (14 U.S. C. 5), 
the general advertising statute which requires advertising for bids. 
It authorizes cohtriots tie terms not exceeding 6 years, thus permitting 
the bidder to spread his initial cost over 6 years rather than 4. In 
addition, it provides that the Postmaster General shall require such 
bond or bonds as he may consider necessary to protect the interests 
of the Government. It further provides that the Postmaster General 
may increase or decrease mileage and price by appropriate provisions 
in the contract. 

AGENCY REPORTS 


The Postmaster General, in his letter of July 14, 1955, officially 
requested the enactment of the provisions of bill S. 2634.. The letter 


of the Postmaster General to the Speaker of the House of Representa- 
tives follows: 
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Orrice or THE PostmAsteER GENERAL, 
Washington, D. C., July 14, 1966. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 

Dear Mr. Speaker: There is transmitted herewith a bill relating 
to the transportation of mail by highway post office service, and for 
other purposes. 

The act of July 11, 1940 (54 Stat. 756), authorized the Postmaster 
General to establish what is now known as the highway post office 
service. This basic law provides that the PeetinasverCeseral ma 
contract for the carrying of mail and postal employees to service suc 
mail in motor vehicles on routes between points where, in the judgment 
of the Postmaster General, such services warrant it. It further 
provides that this service may, at the election of the Postmaster 
General, be conducted in Government-owned equipment. The 
vehicles used in this service must be constructed in the manner 
directed by the Postmaster General and must be so fitted and equipped 
as to make it possible to distribute the mail en route. Contracts for 
this service may be made for periods of not less than 2 nor more than 
4 years. All laws and regulations governing star route service which 
are not in conflict with this basic law are made applicable to highway 
post office service contracts. 

Legislation to establish experimental highway post office service 
was first considered by the Congress in 1938. The 75th Congress 
adopted House Joint Resolution 663, which provided for the operation 
of the Peru and Indianapolis Railway Post Office by motor vehicle over 
the public highways. The resolution was vetoed by the President. 
In his veto message he stated “It is recognized that with the curtail- 
ment of train service on many trunklines and the widespread abandon- 
ment of train service on all branch lines we are approaching the time 
when consideration must be given to the type of service proposed in 
the resolution, but it is believed that the authorization should be 
general and that the Post Office Department should be left free to 
select the routes on which the experimental service shall be 
inaugurated.” 

In the 76th Congress there was introduced as H. R. 6424, a bill to 
provide for the transportation and distribution of mail by motor 
vehicles. This bill was passed by the Congress and approved by the 
President on July 11, 1940. The law remained unchanged until 1954, 
when it was amended by striking the limitation which prevented 
the inauguration of highway post office service except when adequate 
railroad facilities were not available. This amendment was proposed 
by the Post Office Department as a part of its program to improve the 
highway post office service. 

At the time H. R. 6424 was considered in 1939 the highway post 
office service was looked upon as an experimental service. The re- 
port of the Committee on Post Offices and Post Roads (Rept. 1806, 
76th Cong., 3d sess.), contains the following statement— 

“Thus, the present proposed legislation seeks to meet the objection 
of the President as pointed out in the veto message in granting general 
authorization to the Postmaster General to make determination as 
to where experimental routes shall be established.” 

The bill, H.R. 6424, made all laws and regulations governing the 
star route service applicable to this new experimental service. ile 
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the legislative history is silent on the reason for making these star 
route laws applicable to the new service, it would appear that it was 
believed that special provisions should not be provided for the service 
until such time as it was shown that the experiment was a success. 

The Department inaugurated the highway post office service soon 
after July 11, 1940, and since that time has established 140 highway 
post office routes; 19 of these routes are presently being conducted in 
Government-owned vehicles, and 121 are conducted by private con- 
tractors. Experience gained during these years has indicated that it 
is more economical to provide this service by contract rather than in 
Government-owned vehicles. However, because of certain provisions 
of the star route law, the Department is unable to get the competition 
among bidders which is so essential if economies are to be effected. 

The attached bill will divorce the highway post office service from 
the star route laws, The highway post office service has emerged 
from the experimental stage and is now an important part of the 
transportation and delivery service of the Department. It is time 
that the service is set up under laws specifically applicable to it, laws 
which are best calculated to permit improvements in the service and 
at the same time effect economies in operation. 

The bill transmitted herewith will require that the Postmaster 
General obtain contracts for this service in accordance with the 
provisions of section 3709 of the Revised Statutes as amended (41 
U.S.C. 5). Section 5 of title 41, United States Code, is the general 
advertising statute under which contracts for services or supplies 
must be obtained. It requires that contracts for supplies and services 
for the Government may be entered into only after advertising for 
bids. This provision wilt assure that no regular contract will be ob- 
tained without compelnye bidding. 

The bill also will eliminate any discrimination against bidders 
because of residence. The present star route law requires that no 
proposal for a contract for star route service shall considered 
unless the bidder is a legal resident of the county or counties traversed 
by the roads over which the mails are to be carried, or a resident 
within counties adjoining such county or counties. Exception is 
made, however, for firms, companies, or corporations, and it is 
required only that they be 9 i My ed in business within the 
counties in which the service is to be conducted. This requirement 
in the star route laws was designed, among other things, to put the 
star route service in the hands of local sealant: The way pest 
office service, however, an entirely different type of operation than 
the star route service, cannot be su fully operated under this 
restriction, The vehicles necessarily required in the highway post 
office service are specially constructed and specially fitted vehicles. 
Their cost is substantial. It is generally required that the contractor 
have at least 1 vehicle for each segment of the route and, in addition, 
1 standby vehicle. Because of the substantial initial investment 
required to be made by a contractor, the service is not always attrac- 
tive to local residents meeting the residential requirements of the star 
route laws. The Department should be permitted to advertise and 
not discriminate against bidders who are not residents of the counties 
through which the route is to be operated, or who are not actually 
doing business in those counties at the time the bids are made. 
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The bill will also authorize contracts for terms not exceeding 6 
years. The present star route laws restrict. contracts to terms not 
exceeding 4 years. It is believed. that annual contract rates for 
highway post office service may be reduced by extending the term to 
6 years. Extension of the term from 4 to 6 years will permit a bidder 
to spread his initial cost over 6 years rather than 4 years. 

e bill provides further that. the Postmaster General shall require 
such bond or bonds as he may consider necessary to protect the in- 
terests of the Government. 

The bill also provides for emergency situations. Where there is 
no contractor legally bound or required to perform the service desired, 
or when an accepted bidder has failed to enter into his proposed 
contract, or having entered into a contract refuses to perform, the 
Postmaster General, without advertising, may provide the service 
desired for a term of not to exceed 1 year. 

Because some of the provisions of the star route laws are desirable in 
an operation of this type, sections 4 and 5 of the proposed bill reenact 
as a part of the highway post office law certain of the provisions of the 
star route laws. 

It is believed that enactment of this legislation will materially assist 
the Department in effecting economies in the operation of the highway 
post office service and at the same time improve that service. 

Its early enactment is recommended. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this legislation to the Congress. 

Sincerely yours, 
ArtHuR E. SUMMERFIELD, 
Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Sxections 1 AND 2 or THE AcT or JuLy 11, 1940, ENTITLED “An Act 
To PROVIDE FOR THE TRANSPORTATION AND DISTRIBUTION OF 
Marts on Moror-Veuicite Routes” 


Sec. 1. erever it is found that adequate railroad facilities are 
not available, the Postmaster General is authorized to contract for 
carrying the mails and railway postal clerks on routes between points 
where, in his judgment, the conditions justify the operation of such 
service in motor vehicles especially designed and equipped for the 
distribution of mail en route: Provided, That such vehicles shall be 
constructed, fitted up, maintained, and operated in accordance with 
such specifications, rules, and regulations as he may prescribe: Pro- 
vided further, That the Postmaster General is authorized, within his 
discretion, to transport and provide for the distribution of mails in 
Government-owned motor vehicles on such routes between points 
where in his judgment the conditions justify the operation of such 
service: Provided further, That all laws and regulations governing Star 








j 
j 
: 


bts Mie cA GSN ALA eB pb ae peo 


























6 HIGHWAY POST OFFICE SERVICE ACT OF 1955 


Route Service, not in conflict with sections 505-508 of this title, shall 
be applicable to contracts made under the authority of said sections; 
And provi her, That no contract shall be awarded for a period 
of less than two nor in excess of four years, and that payment 
for such service shall be from the appropriations for inland transpor- 
tation by star routes.] 

Szc. 2. [The Postmaster General may, in his discretion, and in the 
interest of the Postal Service, and under such rules and regulations 
as he may prescribe, provide for the distribution of mail on motor- 
vehicle routes in motor vehicles specially designed and equipped for 
that purpose and provided for in section 505 of this title: ided, 
That the supervision and distribution of mails in motor-vehicle 
service, as herein provided, shall be under the jurisdiction of the Second 
Assistant Postmaster General, and the personnel therein shall be a 
part of the Railway Mail Service under the same ae conditions, 
rates of pay, travel allowance, and other benefits applicable to railway 
postal clerks: And provided further, That payment for such service 
shall be from the appropriations for Railway Mail Service salaries and 
railway postal clerks’ travel allowance.] 
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